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PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


MONDAY, MARCH 26, 1951 


House or RepreseNTATIvEs, 
SuscomMirree No. 1 oF THE SELECT 
CoMMITTEE ON SMALL BustNess, 
Lynchburg, Va. 


The subcommittee met, * weap to notice, at 10 a. m., in the United 
States courtroom, Main Post Office Building, Lynchburg, Va., Hon. 
Clarence G. Burton, of Virginia, presiding. 

Present: Representatives Burton, Joe L. Evins, of Tennessee, 
Charles A. Halleck, of Indiana, and Watkins M. Abbitt, of Virginia. 

Also present: Victor P. Dalmas, executive director, of the select 
committee staff. 

Present representing Federal agencies: Leo H. McCormick, Assist- 
ant to the Director, Oifice of Price Stabilization; W. Meade Keller, 
regional counsel, General Services Administration ; John C. Crothers, 
special assistant to the Commissioner, Federal Supply Service, General 
Services Administration ; Comdr. Philip F. ‘Aahslae! Deputy Director, 
Office of Small Business, Department of Defense ; Charles fr. Hughitt, 
assistant to Director, Office of Small Business, National Production 
Authority ; John S. Bartlett, field representative, National Production 
Authority; William T. McCormick, deputy special assistant to the 
Administrator, Office of Small Business, Economic Cooperation Ad- 
ministration; Walter J. O’Donnell, manager, Office of Small Business, 
and A. H. Graham, assistant manager, Richmond Loan Agency, 
Reconstruction Finance Corporation; and C. Roy Mundee, regional 
director, Richmond, Economic Cooperation Administration. 

Mr. Burton. Gentlemen, we will call the meeting to order. We are 
sorry for the delay caused by the taking of photographs, but that is 
necessary nowadays apparently. 

We will start the meeting by calling upon the vice mayor of Lynch- 
burg, who will give us an address of welcome. 

r. Surrenriep. Members of the House Small Business Commit- 
tee, and citizens of Lynchburg and friends of Lynchburg, I am cer- 
tainly glad this morning to welcome all of you to the city of Lynch- 
burg. Iam sorry that our mayor, the Hon. J. V. Morrison, is out of 
the city and could not be here today. He, being a small-business man 
and industrialist himself, I am sure that he could have given you a 
more fitting welcome than I. 

However, it certainly affords me some pleasure in being present and, 
on behalf of the city of Lynchburg, saying to you in the old familiar 
way that we are quite glad indeed that you have come to Lynchburg. 
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I would like to say that we in Lynchburg are very fortunate.in 
having Clarence Burton to represent us in Congress, and we are very 
happy indeed to have him bring this committee to Lynchburg for its 
initial hearing in the series of hearings that will be conducted all over 
the country. 

We would like to extend our commendations to the Congress for 
the forming of the Select Committee on Small Business, for I believe 
that small business is the real backbone of our society and of the 
business world, especially here in America. 

I feel also that it is quite appropriate that a committee should carry 
the problem to the home base call let the people know what the Gov- 
ernment is trying to do and also, and most of all, to let the Govern- 
— know what the people are doing and what they desire to be 
done. 

So, we are happy indeed that you have come. I think it will bring 
Government and business closer together; it will bring the Govern- 
ment and the people closer together. 

os pant is a great city. We are proud of it. We have many 
small industries here, all of which are contributing vitally toward 
our home life and also toward the national defense program. 

I think that it is certainly a fine step forward that this committee 
has been appointed and that you have come to Lynchburg to begin 
your studies and investigations, and I trust that great ene will be 
forthcoming from your conference today. 

Now, we are glad you are here, but remember I am the vice mayor, 
so if any of you get into trouble, don’t call me. [ Laughter. | 

Mr. Sutrenrtetp. Seriously though, we do most cordially welcome 
you to the city of ees a [ Applause ]. 

Mr. Burron. On behalf of the committee, Mr. Suttenfield, I 
wish to thank you. We thank you very much for your kind words of 
welcome and especially do we thank you and your associates for the 
very generous reception that the committee is receiving today. We 
thank you for having made all of the arrangements for the hearing. 
I know of no arrangements that could have been more in keeping wit 
the need of the conducting of the hearing than this arrangement you 
have here in the Federal courtroom. I would like to thank Judge 
Barksdale for his generosity in extending to us the privilege of using 
his quarters and this room; and we thank the city in general, and 
particularly the chamber of commerce, and all of those throughout the 
= and the State who have taken interest in this meeting. 

ersonally, I am gratified that the committee should have selected 
Lynchburg for its first and initial meeting. I had nothing whatso- 
ever to do with that, so I can claim no credit for it. However, it does 
afford me very great satisfaction. 

This committee, of course, was formed to protect the interests of 
small business. It recognizes that what is of Penefit to business gen- 
erally will, for the most part, be of interest to small business and its 
special problems, and that is our particular province, to protect small 
business which, in days like these, under the conditions under which 
our Nation today is laboring, under conditions whereby the problems 
of small business are multiplying. : 
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We believe those problems should be investigated. For that reason 
the committee has arranged a series of hearings to be held throughout 
the country, this being the first. In this present series we have a 
hearing today in Lynchburg. Wednesday we will be in Nashville, 
Tenn.; Thursday in Atlanta; Friday in Raleigh, N. C. 

I am going to ask my associate—and, incidentally, he ranks me on 
this subcommittee No. 1, so that my being in the chair today is a 
courtesy given me by my good friend Joe Evins, of Tennessee, who 
will now make an opening statement. 

Mr. Evins. Thank you, Mr. Chairman. 

I have a statement which I would like to read for the record and also 
for the benefit of those in attendance at the meeting, which will imple- 
ment what has previously been said. 

Of course, first of all, the members of the committee are delighted 
to be in your great city of Lynchburg, Mr. Burton, to hear the business- 
men of Lynchburg and the State of Virginia. These Nationwide 
hearings, as you said, are being conducted by Subcommittee No. 1 of 
the Committee on Small Business of the House of Representatives. 
The purpose is to receive testimony on the problems of small business 
as related to the national emergency existing at this time. 

The committee also has other important subcommittees. There is 
subcommittee No. 2 dealing with the participation of small business 
in Government contracts. We want to find out whether or not small- 
business men are receiving their fair and proportionate share of Gov- 
ernment contracts and Government awards, as is the declared policy 
of the Congress. 

Then, there is subcommittee No. 3, of which Mr. Burton is chairman, 
which deals with the special problems of specific small-business groups 
and small enterprises. Any specific problems that you have should 
be directed to Mr. Burton as the chairman of that subcommittee. 

I might mention that the chairman of subcommittee 1, dealing with 
the participation of small business in Government contracts, is Con- 

ressman Mansfield, of Montana, who is out on the west coast now 
olding hearings. I am the chairman of subcommittee No. 2, and 
Mr. Burton is chairman, as I said, of subcommittee No. 3. 

Now, the Committee on Small Business has been functioning con- 
tinuously for a period of 10 years. It was created three days before 
Pearl Harbor in 1941, and it has been performing a herculean task 
in investigating and aiding small business in the many problems aris- 
ing out of the war emergency, proolems arising because of critical 
material shortages, problems of supply of- all of the vital elements 
necessary for the civilian economy. 

The committee has as its chairman the Honorable Wright Patman, 
of Texas, who is the present chairman and has been the chairman from 
the beginning, who initially helped to organize the committee. Mr. 
Charles Halleck is the ranking minority member of the committee 
and he has been continuously on the committee for the period of 10 
years of its life. 

Mr. Patman introduced a bill during World War IT which brought 
about the creation of the Smaller War Plants Corporation, the pur- 
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pose of which was to aid small business in the procurement of con- 
struction and the channeling of essential supplies, the funneling of 
such essential supplies to small business, ee the expansion of a Bo 
capacity where it was needed. We think that that emergency cor- 
poration during World War II performed a very important 

I might add here something about the unanimity of action of the 
committee. The actions of the committee throughout its history have 
been largely bipartisan. Although we have both Democrats and Re- 
publicans on the committee, the studies and investigations and the 
reports that have been made have been in most instances unanimous. 
There has been an atmosphere of unanimity, and that is because the 
members of the committee are all tremendously interested in small 
business. 

We feel, in the committee, that small business is the bulwark of our 
free American system, our free economy. All business was at one 
time small business; the big business of today at one time was small 
business. So, we have a vital interest in your problems, and it is a 
recognition of the problems facing you under the conditions of today 
which has caused these hearings to be held. 

Small business, small enterprise is welcome to this forum. Gentle- 
men, this committee is your committee. We want to take your testi- 
mony; we want the information that you have; it will be taken down 
by the official reporter for later publication as a document of the 
House of Representatives, and it will be brought to the attention of 
the Congress. 

These hearings will give information which will be brought to the 
attention of all of the interested agencies of the Government that are 
concerned. We want you gentlemen to feel free to testify before 
this committee. If by some chance there should be some thought of 
retaliatory action that may possibly be taken because of your testi- 
mony through some larger supplier or otherwise, we want you to 
disregard that and to feel free to testify, we want you to feel that you 
are testifying before a friend, before someone who is able to take 
action on your behalf to protect you. 

We also have with us representatives of the interested Government 
departments. : 

I believe that is about all, Mr. Chairman. I would like to add per- 
sonally my delight in being with you in the city of Lynchburg. 

Mr. Burton. Thank you very much, Mr. Evins. We are glad to 
have you here. : ; 

Before proceeding with the business of the committee, I believe 
you would like to meet the men representing the various Federal agen- 
cies. I will ask them to rise asI call their names. There are probably 
some here whom I do not have on my list; there may be addifional 
names added since the compiling of my list. I would like to have 
them present their names. : 

First, however, I would like to introduce our friend and asso- 
ciate, Watkins Abbitt, of Appomattox, the Fourth District of Virginia. 
We would like to have a word from Watkins, who is looking after the 
tobacco farmers and the peanut growers; and he is on the ve w- 
erful Agric’'tural Committee. He has a fine assignment and he is 
doing a great job for Virginia. Will you say a word, Watt? 
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Mr. Assrrr. Thank you, Mr. Burton. 

It certainly is a pleasure for me to be here with these fine people 
of this city and with this committee which is studying this important 
problem and which is doing such a wonderful job in Washington. It 
1s a great pleasure to be here with you, the committee, and with all of 
you people from Lynchburg and this area. 

I do not know of anyone who is more beloved among the member- 
ship of the House than Clarence Burton. He is unassuming, he is 
diligent, he is trustworthy, he is a friend, and he is doing a good job. 
I want to congratulate you ple upon having such a fine Repre- 
sentative in the Congress. I have never called upon him for anything 
po oad on not respond wholeheartedly. Your interests are in 
good hands. 

The committee also has here Joe Evins, of Tennessee. I don’t know 
of anybody that I think more of than I do of Joe Evins, of Tennes- 
see. He has ably represented his constituents and he is doing an out- 
standing job along with Clarence Burton on this fine committee. 

This is a most important committee, particularly in this emergency, 
and I was well pleased with what Joe had to say a moment ago in 
his opening statement. 

I think there is wide agreement that there are certain things neces- 
sary if we are to survive a long emergency. There has to be a pro- 
gram—it is not an all-complete program, nor is it a complete solution 
to our problems; but if we are to control inflation, if we are to arm 
ourselves effectively and if we are to keep a dynamic economy, which 
is the same thing as saying if we are to survive, there are three things 
that must be done. 

We must have more efficiency in the Federal Government and we 
must have maximum procurement efficiency in our military organiza- 
tion and, of course, we must reduce expenditures in the Federal Gov- 
ernment, especially among the nondefense agencies. 

I think what this committee is primarily interested in and con- 
cerned with is one of the most important; that is, to keep our economy 
dynamic, and they are doing a great job. It is vitally important that 
we maintain our present economy and it is equally important that 
the a interests of our Nation be looked after and pro- 
tected. 

I will say this, that your interests are in good hands, and this com- 
mittee has come forward to your defense and has gone ahead looking 
out for your problems in a very fine manner. If you have any — 
lems, as you will have from time to time and from day to day, if you 
will present them to this committee, I know that they will receive 
adequate attention. 

It certainly is a pleasure to be here, Mr. Burton, and I am sure 
that ‘your hearings will result in great good for small business; and 
if there is anything I can do of assistance, it will be a pleasure, I 
assure you. [Applause.] 

Mr. Burton. Thank you, Watt, for your fine statement. Watt has 
always come through and he has outlined what we have in mind in the 
committee. 
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Of course, I had no idea that he would make a personal reference, 
and had I known that I should certainly have ruled him out of order, 
as this is a business gathering and we are supposed to be saving time. 
However, I do appreciate it. 

I would like to say in return that the one thing that has stood out 
above all others, and for which I am indebted to you, my good friends 
of the Sixth District of Virginia, is the privilege given me of asso- 
ciating with men like Watt Abbitt and i So im. It has e2r- 
tainly been well worth while. 

Now, we have many witnesses to hear; but before calling the wit- 
nesses I would like to introduce the members of the Federal agencies 
that we have present. We know that you want to know who they are, 
to whom you are talking, and, while you are addressing your remarks 
to the Small Business Committee, you expect them to be heard by 
these Federal agencies. The hearing will be of no value unless 
something is done and these are the men that are in a position to do 
something about it. So, your remarks really will be addressed to them, 
these gentlemen who represent the interested Federal Government 
agencies. 

If you gentlemen will be good enough to stand and take a bow as 
I call your names, I will appreciate it. If I do not have the complete 
list, I will ask the others to be good enough to rise and give us their 
names and association. 

First is Leo H. MeCormick, Office of Price Stabilization, and he is 
the assistant to the Director. He is the boy to whom, I suppose, you 
will be addressing a good many of your remarks. He is the assistant 
to Mr. DiSalle, and he is in a position, I hope, to take prompt action. 

Next we have W. Meade Keller, regional counsel, General Services 
Administration. Mr. Keller, we are very glad to have you. 

We also have John C. Crothers, special assistant to the Commis- 
sioner, Federal Supply Service, of the same Administration. 

Commander Philip F. Ashler, Deputy Director, Office of Small 
Business, Department of the Navy. 

From the National Production Authority we have Mr. Charles F. 
Hughitt, assistant to the Director, Office of Small Business. We also 
have Mr. John S. Bartlett, field representative, National Production 
Authority. 

From the Economic Cooperation Administration, we have Mr. 
William T. McCormick, deputy special assistant to the Administra- 
tor, Office of Small Business, ECA. 

From the Reconstruction Finance Corporation, we have Mr. Walter 
J. O'Donnell, manager, Office of Small Business. Also from the RFC 
we have Mr. A. H. Graham, assistant manager, Richmond loan agency, 
the RFC, of course. 

We also have Mr. C. Roy Mundee, regional director, Richmond, 
Economic Cooperation Administration. 

Is there anyone from other Federal agencies present? 

(No response. ) f 


Mr. Burton. We also have Mr. Dalmas, of the House Small Busi- . 


ness Committee. He is the man who has arranged this hearing and 
to whom you will probably address your correspondence. 

Now we would like to hear from the first witness, Mr. John D. 
Capron, president of Glamorgan Pipe & Foundry Co. 
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STATEMENT OF JOHN D. CAPRON, PRESIDENT, GLAMORGAN PIPE 
& FOUNDRY CO., AND CHAIRMAN, INDUSTRIAL MOBILIZATION 
COMMITTEE OF CENTRAL VIRGINIA INDUSTRIES, INC. 


Mr. Capron. Thank you, Mr. Chairman and members of the com- 
mittee. I am John D. Capron, president of the Glamorgan Pipe & 
Foundry Co. I am going to outline very briefly to you the cooperative 
effort that is being made in Lynchburg, and I will end up with one 
question. 

Lynchburg, Va., is a typical city of small businesses. There are in 
this vicinity 44 industries, employing approximately 11,000 individu- 
als, that want defense production orders. Only a few of these indus- 
tries are large enough to handle prime defense contracts. Further, 
few of the companies have large enough staffs to permit them to study 
the various regulations made necessary by the defense effort. 

It is fortunate, therefore, that we have here a group known as the 
Yentral Virginia Industries which represents 35 of the companies 
mentioned. This organization recently set up a mobilization com- 
mittee with the express purpose of aiding the defense production 
program. The committee serves al] industry in this area. 

This committee also has undertaken to act as a clearinghouse for 
information on rules and regulations emanating from Washington. 
One member of the committee undertakes to keep up a date on man- 
power problems, another on labor-management relations, and still 
another on priorities and procurement. In addition, through a mem- 
ber of this committee, industry in Lynchburg is working very closely 
with the civil defense committee of the city. 

Perhaps the most important work we have undertaken is the com- 
pilation of information on the available production capacity and 
facilities of all manufacturing plants in the area desiring to cooperate 
in the defense production program. This study has resulted in the 
oreparation of a pamphlet on industrial mobilization in Lynchburg, 
Va. In this book is found the following information : 

1. A general statement of the industrial situation in Lynchburg. 

2. Maps showing location of Lynchburg with relation to the sur- 
rounding country. 

3. A list of all companies in this area with a statement of the prod- 
ucts they are in position to supply for the defense effort. 

4. A complete list of every machine tool in the area. Accompanyin 
this pamphlet is a letter outlining the advantageous situation in 1 4 
Lynchburg finds itself with regard to manpower. 

Your attention is called to the policy adopted by the Office of De- 
fense Manpower, concerning the placement of defense contracts after 
full consideration of facilities and manpower available in a com- 
munity. 

This policy states, in part: 

In keeping with the provisions of the Executive Order 10161, September 9, 
1950, the departments and agencies of Government concerned have agreed on 


the policy that available labor supply, and particularly surplus labor wherever 
it exists, should be utilized to the fullest extent possible before additional em- 


‘ployment requirements are ereated in areas of labor stringency or labor short- 


age. Experience during World War II amply demonstrates the need for ad- 
herence to the principle of bringing the work to the worker in order to avoid 
needless migration, minimize excessive strains on community facilities, and 
reduce loss of efficiency in defense production. 
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A copy of the Lynchburg area industrial mobilization survey has 
been or will be placed in the hands of all the procurement agencies 
of the Government. It is hoped that through this effort Lynchburg 
may be able to undertake defense production on a scale that could not 
be attempted by any of the individual companies. Even if we are 
not fortunate enough to receive a contract for defense production, we 
still feel that this book will be very helpful to those companies here 
large enough to receive Government contracts who wish to let sub- 
contracts covering part of the work. Attention should be called to 
the fact that Lynchburg is in a war enviable position in that we are not 
in a target area, and yet are within overnight shipping distance of 
numerous important centers. 

Late last fall one of the local companies received a letter from 
Rear Adm. H. N. Wallin in which he made the following statement : 

As you are perhaps aware, the Department of Defense is engaged in a pro- 
gram of planning for industrial mobilization in the event of a national emer- 
gency. This program is being carried out under the supervision of the Muni- 
tions Board, which has designated other components of the Department of Defense 
to work out certain details of the program in cooperation with private indus- 
try. I have been designated to contact your company with respect to implemen- 
tation of this program. 

Based on this letter, we advised Rear Admiral Wallin’s office of our 
plan to compile this information, and we received the following reply 
from Capt. H. J. Hiemenz, industrial engineering officer : 

The information relative to the formation of the industrial mobilization com- 
mittee for the Central Virginia Industries, which you forwarded in your letter 
of December 6, 1950, is very interesting and your offer of cooperation is ap- 
preciated. 

This action will very probably prove mutually advantageous to the armed 
services and the facilities comprising the group. 

It will be very helpful if several copies of the data pertaining to manpower 
and productive capacities of the facilities in your area be furnished this office, 
when available, for use in connection with mobilization planning. 


In accordance with his PH we sent six copies, addressed to 
Capt. H. J. Hiemenz on March 8, 1951. 

e have just received acknowledgment from Lieut. Comdr. P. F. 
Erkenbrack, acknowledging receipt of the brochures and making the 
following statement: 

In addition to being used to further implement the mobilization planning of 
this shipyard, copies of the brochure are being forwarded to the Bureau of Ships 
for their information. 

This would indicate that our submission of the information to 
Portsmouth did not have the desired result of supplying all procure- 
ment agencies. Can anyone tell us if the procedure has ean changed, 
and what steps should be taken to properly distribute our offer to help 

Thank you. 

Mr. Burton. Thank you very much, Mr. Capron, for your very 
excellent statement. 

First of all, the pamphlet you have referred to, Industrial Mobiliza- 
tion in Lynchburg, Va., will be made a part of our record. 
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(The document referred to is as follows :) 


INDUSTRIAL MOBILIZATION IN LYNCHBURG, VA.—PLANT, FACILITIES, EQUIPMENT, 
PRropucts, AND OTHER PERTINENT DATA 


INDUSTRIAL MOBILIZATION DATA ON MANUFACTURING PLANTS WITHIN A 30-MILE 
RADIUS OF LYNCHBUBG, VA.-—1951 


(Prepared for the use of Government agencies responsible for production of 
material and supplies as provided in the Defense Production Act of 1950 by 
the Industrial Mobilization Committee of Central Virginia Industries, Inc., 
Lynchburg, Va.) 

FOREWORD 


The information incorporated in this brochure was obtained and prepared by 
the industrial mobilization committee of Central Virginia Industries, Inc., which 
was established October 2, 1950. 

The purpose and objective of this committee is to organize production facilities 
of manufacturing industries within a 30-mile radius of Lynchburg, Va., so that 
full utilization and coordination of capacity and manpower can be achieved in 
cooperating in the national defense production program. 

Included in this report are data on the production facilities and other pertin- 
ent information on 46 companies in the Lynchburg area, capable of producing 
goods of all descriptions under the national defense program. 

The industrial mobilization committee survey has established the fact that 
cooperation between industries in the Lynchburg area creates a source of varied 
production facilities meriting the recognition of Government procurement agency 
officials. 

Seven cotton garment manufacturing concerns, shoe and leather products, 
woolen yard goods, large and small foundries, manufacturers and processors of 
wood products, laminated paperboard, 0.009 corrugating and liner products, 
structural steel fabricating, metal stamping, basic chemicals, lithographing, 
printing, machine shops, and a large number of varied machine tools are among 
the facilities and products listed and cataloged in this brochure. 

Lynchburg is a typical American community. The industries represented 
herein are typical, also, in the diversity of their products, the size of their 
operations, and the stability of relations between home-town management and 
home-town labor. Native, home-and-family tied labor is adequate to meet in- 
creased manpower requirements, if utilized in the near future. 

The Lynchburg area is in the geographic center of Virginia. Maps included in 
this brochure show the area in relation to other States and cities on the eastern 
seaboard, and to the North, West and South. Located 200 miles from the great 
port of Hampton Roads, the Lynchburg industrial area is served by three trunk- 
y ae + la two airlines, and three United States highways, routes 29, 460, 
an ; 

For further and specific information on production facilities for national de- 
fense, contact INDUSTRIAL MosILIzaTION COMMITTEE, CENTRAL VIRGINIA INDUS- 
TRIES, INc., LYNCHBURG, VA. 

JoHN D. Capron, Chairman. 
Pau. C. ELLis. 

Percy N. Burton. 

G. Roperts NEUBAUER, 

Joun P. Hueues II. 

G. Donatp Louppn, Secretary. 
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Defense products 


Allen-Merrison Sign Co_--_._-...- Camouflage material; sheet metal stampings. 
Appalachian Electric Power Co___ Public utility. 
Att Nitewear Co_________-_---- Cut parachute cloth; cotton and flannelette 
garments. 
Brown- Morrison Co., Inc_- ~~. ~~~ Complete printing equipment, letter press, etc. 
J. Be Ee ee ONO... - ude Sci s2 Complete printing equipment, letter press, etc. 
Calco Chemical Division (Amer- Titanium dioxide pigments for paints, enam- 
ican Cyanamid Corp.). els, lacquers. 
©. Baas meee OO Cotton garments. 
Consolidated Textile Corp-_-_----- Cotton cloth. 
Craddock-Terry Shoe Corp___... Shoes. 
Dabney Foundry & Machine Gray iron, aluminum and brass castings, all 
Works. types of machine work. 
Dominion Minerals, Inc__._.._._._.. Mining and processing Aplite, used in manu- 
facturing glass fiber. 
Duti-Duds, Inc. ____- .... Cotton undergarments, nurses uniforms. 


Electro Metallurgical ‘Division Ferrochrome. 
(Union Carbide & Carbon 


orp.). 
2,  ). ae _.... Bottled medicine. 
Forehand & Taylor, Inc___-_-_-- Boxes, box shooks, pallets, fabricated wooc 


products, prefabricated houses. 
Glamorgan Pipe & Foundry Co__. Pressure pipe and fittings, castings for muni- 
tions plants. 


Gould-National Battery Co_____-_ Wet storage batteries. 

Hampton Looms of Virginia- - - - - Woolen cloth. 

John P. Hughes Motor Co__---_-- Shaft grinding, metalizing, engine rebuilding, 
drum grinding, camouflage parts, machining. 

Ie iin no ocd once ncccne Cedar chests, TV cabinets, boat transoms, 


sleds, plywood, plywood aircraft sub- 
assemblies, torpedo drag rings. 
Leighton Heel Co___- ._..... Leather heels and fiber counters for shoes. 
Lynchburg Neon Sign Co___..__. Neon signs, glass tube bending, light metal 
work, welding, woodworking equipment, 
paint spraying. 


Lynchburg Foundry Co__--_-_---- Castings, pipe. 

Lynchburg Gas Co_________-_---- Public utility. 

Lynchburg Steam Bakery_.__.... Food products, bakery machinery. 

Lynchburg Transit Co_-______---- Public transportation. 

Madison Mfg. Co., Inc_____._-_-- Women’s cotton uniforms. 

pt Se 2 ee ees ee Laminated paper board, 0.009 corrugating 
and liner. 

Montague-Betts Co__________._-- Structural steel fabrication, miscellaneous 
metal work, reinforcing, fabricating, hatch 
covers. 

Morton Manufacturing Corp-_-- -- Chapsticks, PX supplies. 

N. & W. Industries, Inc____.___-- Cotton work and Armed Forces clothing. 

Old Dominion Box Co____-_._---- Set-up boxes. 

Piedmont Label Co_-_--_---_--.--- Lithographing, maps, forms. 

Piedmont Mills, Inc. ________._-- Flour, meal, feeds. 

Price & Clements_____..__.._._-- General machine shop. 


ee Bros. Shoe Manufac- Women’s and children’s shoes. 
tu ne, 


Pepsi- ola Bottling Co__._.._._-.- Soft drink manufacturing. 
Rubatex Division (Great American Deicers, life belts, foam rubber cushions, 
Industries). lane fuel cells, window seals, insulative 
ard board material. 
Southern Parts & Bearing Co__-__-_- a tet he parts, machining, turning. 
Sta-Kleen Bakery, Inc_---._.._-. roducts. 
RIGGS boos. Sones edie Linuidatine plant available for defense 


work, 5-car siding, truck docks, storage 
38,000 feet, concrete floors. 
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Defense reise eI 


Thornhill W. ein «dein snta eA ng aay’ small foundry parts 
Virginia Art Goods Studios. _-...-- Handbags for women reserves, Poth bags, 


_—. —— except ‘felling, 
Virginia Gear & Machine Corp... Valves, closures and operative gears, special- 
ized machine shop. 


Virginia Greenstone Co____._.-.-_- Crates, boxes, millwork. 
ba mar Uniforms (W. Kotkes & Nurses uniforms, medical clothing, WAAC 
n shir ts. 


Machine tools available for Government work in Lynchburg and vicinity 
ENGINE LATHE 




































Num- Make Size Tolerance Company 
Os TRIO. .nceccisteidedacdienane 944” to 60” swing..__.... Close __.... Dabney Foundry. 
DF ae eS iy ER |. || 6a 0.001. ._...| John P. Hughes. 
A TEE is EEE EE 4 RSCon 0.001_..... Do. 
1 | Pond Moahipe Tool Co_. 8 LET IELEE EE NTE "Glamorgan Foundry. 
1 & Shiple a ae _ Ao: te GRRE S, Do. 
1) P Machine ere ESOT GEE SST I Do. 
1 | W. P. Davis Machine Co__._- EIGER: Ge Do. 
1 | American Tool Co le RLS. “RR Do. 
1 Co Datel .pcdtcccobtorensttdaceatiines Do. 
1 | CARNES yk 2 METERS See Do. 
1 & Shipley.............. |) ERIS ARR Sei Do. 
eet F SRS SS oh TE ES Saleh ase Do. 
1 | American Tool Co__.......... | og (RCTS WEP re 11 CTs Do. 
tes 5 eee gg GS REM: BE Do. 
“Tolerance: Lathes 
owned by Glamorgan 
listed above—average 
0.001” plus or minus bor- 
ing and turn for old 
1 OP? BOP, .ditiedacccend Excessive .| Mead Corp. 
1 | ste SPAS Ri ae Do. 
1 i ae eS Ee Do. 
1 , aL _..| Craddock-Terry. 
1 000" Do. 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 swing—72’ - . 
ll .| 6 to 26’ by 4’ to 25’. .__|............ Hy forme Foundry. 
1 BNE di eatvtctaccccws Excessive. ead Corp. 
MISCELLANEOUS LATHES 
1 a — special gun-boring | 48” x 42’_................]-.-.-.----.. Glamorgan Foundry. 
3 | Automatic facing, boring and | 18” to 19’’_..............}.-..-----.-- Lynchburg Foundry. 
chasing lathes, O. D. 
1| 3G W. Fad. Ba obeidsabbouds sida rae Toe RS a ee G Do. Pp 
1 aa 24? singe a ae a ee lamorgan Foundry. 
gi AA ot TL Uy ag RN ea RL ai Do. 
1 | Baker Bros. 24” type__.......- ni SE a Montague-Betts Co. 
1 | Thomas & Lowe...._.......-- AERP APPS. Re, HY EE 
1 | Craftsman | C. B. Fleet C 
1 urner Morton Mfg. Corp. 
1 (Upeight) John ?. Hughes. 
2 oqilpimdiescdsegegtummniniae . 
1 | J. Borns Corp. 
5 SRR TE Is Allen-Morrisom. 
3 | (Floor)___- y. 
1/ (Vi eee .. Price & Clements. 
ST ebex ani . 
4}. fo 20’ Do. 
3 | Single spindle..._._____- askin 34" to 2” drills. wbettindiguin te Lynchburg Foundry. 
2 | Multiple spindle.............- 8 and 12 spindles. Ee CaS Do. 
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MISCELLANEOUS LATHES—Cautitued 

















¥ Make Size Tolerance Company 
1 Glamorgan Foundry. 
1 Lunchburg Foundry. 
be 
1 
1 Do. 








RADIAL DRILL 















































-| ? x3'.. Glamorgan Foundry. 
At ,; = Do. 
aT ‘ 
3’... Dabne —- 
SEES Mead 
13” and 17” column, 5’ |............ iguabee ‘Foundry. 
and 6’ 
lg A Ce Do. 
BORING MACHINE 
5) Be BP cnccccnecpscecs eR 0.0005... .. John P. Hughes. 
EE Se + 2 RE 0.0005... .. 
1 | Root iverson multiple) ___.._- OR STS Sa The Taine Co. 
1 Nace TE RE ail; ST 
1 | Oliver (horizontal multiple) ._| 6’’.......................]....-.-.-.-- t “ 
1 | Root no did dienctaned OEE eee eee Do. 
1 Co.) vertical... _. ee it De NS, Do. 
1 ay Gee i iereieligh nes ores are |e Ete BR Oy Beanie Do. 
1 Horizon — NS _ Ea BP ae Do. 
Ee Si utidnancacccasecace 2 ae RES ae Lynchburg Foundry. 
4 Vertical A TS 30” to 72” diameter |..........--. Do. 
ta b 
BORING MILL 
1 | Pond Machine Tool Co__.___- 0 AE SE 2. Glamorgan Foundry. 
1 | Bullard Machine Tool Co...._| 5’ x 42’’__..........-.-.-.]_..-.-..-.-. Do. 
ae | SS | ee ES Se Do. 
1 | Browne & aireanac Co.. al SS STS Do. 
1 - mn = SC DEE Price & Clements. 
SE Sk Ph re , a He Do. 
MILLING MACHINE 
oS 0 No. 1 and No. 4__.._---- Close_.._.- | Dabney Foundry. 
1 | Brown & Sharpe Co____.__._- | No. 146 12” x 1 "Ane Barer | Glamorgan Foundry. 
By... . vb RSS Ww. 22. at). oe. Se -| Do. 
1  °.? SSeS toe 229" BIO"... ..-<0n Excessive Mead Corp. 
fe | tte SE SSS ON Se |------------| Price & Clements. 
a0... << oJ LGeGSERer Ss 4 Ra SEL eet |---------2-- Do. 
ye... eee EE SUES.” 2a, ese Lynchburg Foundry. 
2 | Horizontal.................... |peawancsnonenececnonewoeee FCO Do. 








: Gapeem Foundry. 

1 mee Foundry. 

1 x8 Mead s 

GR ree ET FOS Price & Clements. 

1 ee ov SaaS ee Allen- Morrison. 

2 | Whitney (finishing planers) ’’ double head__..._..-. 2/1000’’.__.| The Lane Co. 

1 | Yeatts-American (finishi 36” double head... ...... 2/1000°" __ ‘ 

1 | Whitney (roughing —— 36’ double head ___ __ _- 1000’ _. _ 

S tis | 3 SG. . Se CS 36” RL Ry 5/1000" _ _ 

Oe RES, aio) 20” = 42” wide by 12’ |............ | Leatbees Foundry. 
to . 

a) pe 0 man SRE. FEES Do. 
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Machine tools available for Government work in Lynchburg and vicinity—Con. 
SHAPER 
Num Make Size Tolerance Company 
1} Smith & Mills. ............... RS EEC UTES: (eee Glamorgan Foundry. 
To ESL it ee: i CE innk in niaseunigalnaiibithadicte’ Do. 
0) GE ch... ncdscussonsell  . Sohepaeets hee Do. 
2 wee ae Ie gf SRRMSSI = lose ...... reer Foundry. 
1 ockfi cedg en gnbaatinkiockad Excessive .| Mead Corp. 
1 bea RS we SR i TR | 6 ES Price & Clements, . 
1 ocienne PP 8 IGE aytetale og nnt Do. 
1 a. MRE ge FEES Ee: See: C. B. Fleet Co. e 
1 | (Single spindle) -. MES 0. SD ei ee a TESS Allen- Morrison. 
2) pabttwtle ee 0 TN SOR Do. 
3 | Whitney (automatic) .....___- og ESSE NS! aS The Lane Co. 
1 | Whitney (euble CRO. Rk | aE Do. 
hand sha . 
2/| (Travel an stroke). O_O LISI EO Pa Lynchburg Foundry. 
THREADING MACHINE 
1 | Acme Machine Co...... ....-- 14 thread 3%” to 14”"___| ......--.-- Glamorgan Foundry. 
1 m. Gellers Co. .............. 2 rw og oe Se Do. 
Ee SRR ARS TE See Montague-Betts Co. 
1 | Threading machine. .......... (No = 7 TA: Piet te: | Lynchburg Foundry. 
FACING MACHINE 
1 | Glamorgan (named Crist)_.__- (For pipe fittings).......|............ Glamorgan Foundry 
3 | Special 2-way and 3-way...._. 30” and 34” chucks......|.....#-..... Lynchburg Foundry. 
POWER SAWS 
1 | Mill engr. gang saw ..._....... The Lane Co. 
1 | Bollinder gang saw............ Do. 
iy” ee Allen-Morrison. 
3 | Towsley cut-off saw __..___.... The Lane Co. 
1 | American cut-off saw _._....... Do. 
1 | Carey cut-off saw . é Do. 
8 | (The Lane Co.) cut-off saws _- Do. 
1 | Mereen-Johnson cut-off saw - Do. 
3 | Cut-off swing saws-.........-- Allen- Morrison. 
6 | Diehl _—~ Sia wach uptmeciiecl The Lane Co. 
) eT Oe TE, BS oR Do. 
3 Mattioon rip s saws Do. 
2 a PARR AE Sp Do. 
1 | Marion, rip saw aitee- Do. 
2 — metal: Dirking band Montague-Betts Co. 
1|W ‘cls ‘metal cutting saw... .- Mead =e 
1 | Delta band saw. ___- : Morton Mfg. Corp. 
1 | Excelsior 2-A metal power Nef Bog ga yiaAN BAY Do. 
DE EE ITEP cccccuel El guieehessneescerudhedtibiccaneweed= Do. 
36 |. SO wae 0 SMO SES Allen- Morrison. 
1 | Metal-cutting bend G50? .... ...2 8 SI oun te. wasccbicssaos-oces Do. 
1 | Powered hack saw..__........ te SEE 25 Tae se! 
1 | Double and mitre saw___._.__- ST 22a s cbesecagieitaecmentned 
1 | Power saw (Marvel).......... SE Ses Glamorgan Foundry. 
a a. can nesinnaadiamielll AE OLE TESS APRS Lynchburg Foundry. 
0 in itntndinieandgunt EE eS, Sere Do. 
1 | Power hack saw__............. OY EAS, Ses Do. 
1 | Band saw_-__.. NES EEE IR 2 ESSER ES Do. 
1 Swing cut-off SBOE ART SE PORE + ae Do. 
GRINDER 
a | Sees OD... cognac en suwccenpeonsinees 0.0001 _...., John P. Hughes. 
1 | Piston grinder, OD__._.....-. SET he hinieninms cana tae 0.0001 0. 
1 | Drum grinder, OD or ID___.. IT 0.001... _.. Do. 
1 —- end electric grinder. | 3 a. P Ps LE ee Montague-Betts. 
D Evacbollibeninpdbenansstaetethactl “ Wane quad ttigepeninsogaacsanta lo * 
1 | No. 4 Brown & Sharpe cylin- | 18x38” _..._...........]...-..-...-. Price & Clements. 
der grinder. 
1 | Internal grinder--.............-. a Do. 
1 do cdi nd ciinussiigineademedaael Do. 





ir 
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Machine tools available for Government work in Lynchburg and vicinity—Con. 















































GRINDER—Continued 
— Make Size Tolerance Company 
1 | No. 2 Cincinnati universal tool | No. 2..................--|...--..-.--- Price & Clements. 
and cutter grinder. 
EE ee ee Do. 
Air drills and grinders. _.._--- ye ae Do 
1 | Stationary grinder... .___.... GORE aay eae Lgusbbars Foundry. 
ann n on Darian ddbbbaps eae auhuientinn eadenencens Do 
ell og SO) ee ee eee Allen- a 
grinder. | 
TR RET RE. Rit NS SN et RE Do. 
SHEAR AND PUNCH PRESS 
1 | Shear and —w ee Ee aA Lob Ne Sele eae 38 ie AE | Lous Foundry. 
1 | Shearing Pe a ae ee ees ne en owe De 
1 | Clevelan EF single end | 14”, 36” throat______- Montague-Betts. 
punch and shear. 
ee ek deeemeniondaanmene | Do. 
worker comb, punch. | 
1 | Beloit 3-G low Pnite PD EE Se ee | Do. 
shear. | 
1 | Combination punch and Shear—capacity: 4x4x %”; angles, 4%” | Price & Clements. 
lates; 16” through ” plate. 
1 | Cincinnati power shear—capacity: 10 gage. x 120’"______. bb St dol Allen- Morrison. 
2 | Niagara Foot Shears—capacity: 36” x 20 gage, 50” x 20 gage _._______. Do. 
1 | Niagara combination duce cutter—to 48” circular blanks—12 gage Do. 
(ean also flange, bead, crimp, burr, etc.). 
3 Libert Hi- cm shears—capacity: Cuts any shape 12 gage cold-rolled Do. 
roat. 
2 Cleveland mechanical presses for multiple punching, blanking, form- Do. 
ing, and drawing: 1 press with bed area 46” x 84”; rated ain — 
130; shut height 11’’-15’’; stroke * slide adjustment 4”; equip, 
with 30-ton air cushions in bed. 1 press with bed area 38’ 
rated tonnage 100; shut height 11’-15’’; stroke 4”; slide + Lat hy vi 
4 mie te 2; pov for forming and embossing: 
.R. Wood press 18” stroke; bed area 54” x 156’; rated ton- Do. 
~~ 350. 
1. Williams White press 12” stroke; bed area 42” x 60”; rated ton- Do. 
nage 600 tons. 
2. Dunning & Bossert presses 24” stroke: bed area 48” x 96’’; rated Do. 
tonnage 180 (fair condition). 
3 | Ferracute press punches for punching holes, notches, and blanking Do. 
- stampings 
P-4 model—rated tonnage 55; bed area 15” x 24"; stroke 144’’. Do. 
2 P-s models—rated tonnage 40; bed area 12” x 21’; stroke 140"’_. Do. 
4 | Dreis & Krump press brakes for punching and forming: 
1. Equipped with 18” wide plates; lengt of bed 144”; Do. 
stroke 3”; stroke adjustment, 4’’; shut height, 6’; capacity, 316” 
stock (50 tons) | 
1. pny with bed 144” long, equipped with bending and punch- | Do. 
ing dies; capacity S16” stock. 
1. Brake with bed 120” long—eapacity 30” _.._............----.--- | Do. 
1. Brake with bed 52” long—capacity \e”’ _- Do. 
HYDRAULIC PRESSES 
| 
1 | Vertical hydraulic press. _____- | 150-ton..-...---------.--|------------ Price & Clements. 
1 | Horizontal hydraulic press__- “ i ne ee eo} 
1 | Hydraulic press upright... ___. -| 36” x 36”. SLM EH RAGLAN Yt 
1 | Horizontal hydraulic press.._.| 180-ton....... .......__- j--——— Dabney Foundry. 
WELDING MACHINES 
| 
fe ES RN gle eos Excessive ._| Mead Corp. 
$ 1... 0 300 amp_- + 7. Do. 
4 | (Motor I | Price & Clements. 
ing Machines). 
1 | General Electric, AC-DC __.._| 300 amp-._-.-..2.-.-..2 |--.--.-...- | Montague-Betts Co. 
: i eee, BOO... een Do. 
1 | Lincoln, AC- DO dy g._, . S2reryuaa ‘PS ETES Do. 
fe Se fd EEE pee Do. 
1 | Rex, AC____ ...-----| M0amp.. a En Do. 
1 _Larkin rocker arm type ..--.-| 50 kva, 36” throat..-.---|..--------... | Allen-Morrison 
1 gun. portable type__.__. 30 kva ne SE ee ee Do. 
1 | Federal rocker — type__..... 20 Eva, 12” throat__.-_-|.-._.-._.__- Do. 
1 | (Rocker arm type) ....._...__- Ty ST ok ae ea Do. 
3 lectrie Wehdine Machines PS Ses - oe BLL | BARA Lynchburg Foundry. 
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Woodworking machines available for Government work in Lynchburg and 
vicinity 


HOT PLATE PRESS 





Make Size Company 





Williams-W hite 5 openings, 28” x 54” __ The Lane Co. 
Becker-Van Hullen_..........) 10 openings, 52’ x 100’’__|_........-.. Do. 

ay 10 openings, 54” x 66”)... Do. 
Siempelkamp 5 openings, 98” x 51’. ._.|...........- Do. 

















Mr. Burton. Now, you have asked a question that may be answered 
at this point. First, I want to commend you on having your state- 
ment prepared. That has been suggested by this committee through 
the mail and through the press, in the interest of conserving time. I 
see you have done so. 

Now, we have a number of witnesses who have made it known 
that they will have statements. We have them listed, and they will 
be called on first. Later, undoubtedly, there will be others who would 
like to be heard. If you have prepared statements, it will save time. 
However, whether or not you have a prepared statement, if you want 
to be heard, we will hear you. We will ask you to pass up a note and 
let us know who you are and we will put you on the agenda, and if 
you have prepared statements it will be well to indicate that on your 
note because we know that in those cases we will probably be able to 
ane some time. You will be heard in any event, however, as I 
said. 

Again I thank you, Mr. Capron. You have made a very fine state- 
ment. 

I have said that your question will be answered. I did not mean 
right at this moment. 

Mr. Evrns. I think we have the answer to that. I believe we have 
the information, and we will have the answer for you later, if you 
will wait. 

Mr. Burron. Yes, if you don’t mind, we will ask you to wait on that. 
The plan is that we will adjourn for the noon luncheon and recon- 
vene at 2 o’clock. There will be a period of time during which you 
will have access to the members of the one and of the committee. 
They will be glad to talk to you informally over your individual prob- 
lems. Then, after we get through with all of the statements, we will 
try to answer some of these questions that are presented. 

Now, the next witness that we have on the agenda is Mr. Fred W. 
McWane, assistant to the president of the Lynchburg Foundry Co. 
Mr. McWane, we are glad to have you. 


STATEMENT OF FRED W. McWANE, ASSISTANT TO THE PRESIDENT, 
LYNCHBURG FOUNDRY CO. 


Mr. McWane. Thank you, Mr. Chairman. , 
I have a brief statement that was prepared as remarks or observa- 
tions of the situation at this time in Lynchburg, and for no other 


pu . 
Certainly no one in industry “out in the field” should pose as an 
authority on Government priority regulations at any time; and under 
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the fast-changing lations of today it would probably be difficult 
for any person outside of Washington to take a firm stand on many 
ints 


The situation is quite different from that during World War II, as 
all of us recognize, since today we have a combination of civilian and 
defense economy, whereas 9 — ago we were suddenly plunged into 
a shooting war, and as quickly as possible the Government had to im- 
pose over-all controls. 

Today it would seem that the purpose, generally, is to have the 
industrial picture about 80-percent civilian and 20-percent defense 
in meeting all needs. Certainly, many of the limitation orders appear 
to be drawn with that in mind. In our own company, for instance, 
we are not required to accept more than 20-percent defense orders. 
Thus we can be assured of the opportunity of taking care of our regular 
civilian trade, and at the same time the other fellow gets his chance 
at Government business as well. 

I am not sure just what we are to do at this meeting other than to ask 
questions that concern us as individual units. If we are to make 
observations also, for the benefit of the committee, one observation 
I would make is that many small-business men seem to be awed, or 
even frightened, by the verbiage of some of the orders. Probably 
a result in many cases is to rely on someone else for the interpreta- 
tions or go along without any ac/ion until they are up against an 
immediate problem. 

Another observation, which might be also a suggestion, is that a 
fieldman to visit such centers as Lynchburg about twice a month for 
1 day, and his schedule known in advance, might help industry and 
help National Production Authority in carrying out the orders it 
issues, with the least difficulty. Such a man could hold sessions of 
conference with all parties concerned with the limit»*ion and defense 
orders, at some central place, on specific days, and any accumulated 

uestions could be answered as well as assistance given in filling out 
the forms necessary for industry to file in Washington from time to 
time. 

Mr. Chairman, that is the complete statement. Now, I have four 
— that I would like to ask. Is this the proper time to ask 
those questions ¢ 

Mr. Burron. Thank you very much for your statement, Mr. 
McWane. We will give you the opportunty. The suggestion has 
been made that you ask those questions now so that the men from 
the agencies may be thinking of them. 

Mr. McWane. I will be very glad to. 

Mr. Burton. We probably will not attempt to answer them now; 
that will be done a little later. 

Mr. MoWane. All right. 

Question No. 1: We have a fairly small customer who uses large 
pieces of equipment. Last year he did not have occasion to replace 
any major items, but already this year he knows he will be up against 
the lem of greatly increased costs of maintenance and repairs. 
So far there seem to be no forms for appeal from the 1950 MRO 
quotas. What can he expect? 

Question No. 2: How about an emergency caused by a breakdown 
of major equipment—how can the customer act to get a rated order 
quickly when his MRO quota may be exhausted ? 
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Question No. 3: We have a supplier who insists that a rated order 
must be signed twice—once immediately following the certification 
and once at the bottom of the order. Is this necessary, or is the one 
signature at the bottom of the order sufficient for all conditions on 
the order? 

Question No. 4: Under lation 4, the DO-97 ratings for MRO 
items were not effective until March 15. If we had an unrated order, 
dated February 1 for shipment, say, in 90 days and the DO-97 rating 
is applied on March 15, do the 90 days apply from February 1 or from 
March 15? 

Mr. Burton. Thank you very much, Mr. McWane. 

Before we go any further, may I say that if copies of the transcript 
are desired by anyone they may be obtained from the firm of Ward 
& Paul, 1760 Pennsylvania Avenue NW., Washington, D. C., or by 
applying to the reporter who is presently with us at this time taking 
the notes. 

Now, our next witness is Mr. Ben F. Moomaw, of Roanoke. 


STATEMENT OF BEN F. MOOMAW. ROANOKE, VA. 


Mr. Moomaw. Mr. Chairman, I have not a prepared statement. 
I was under the impression that you wanted to coat from men who 
are actually enga in the operation of business, small business, and 
not those that operate such organizations as chambers of commerce or 
trade associations; so I did not prepare a statement. I would be very 
glad to prepare a statement and file it with the committee at a later 
time, if I may do that. 

Mr. Burron. You may have that privilege. We will be glad to 
have your statement. : 

Mr. Moomaw. I am simply here as an observer because we are very 
much interested in the work of the committee and we are very inter- 
ested in anything that benefits the business of our community. 

I hope that you carry back to our people, who may be asking some 
questions, some answers to those questions so that they may solve some 
of the problems with which they are confronted. 

There are some problems which Mr. Fred McWane has referred to, 
and then there is one that has presented a lot of difficulty to us, and 
that is the verbiage of the various orders that are issued, and I want 
to talk about the difficulty which the average man has in interpreting 
those documents or orders or rules which come out from the various 
Federal agencies. 

There is another matter I may present orally. We have a Roanoke 
office under Mr. Mundee. We have been issuing to a great many of 
our people the procurement sheets as they come in daily, but there is 
some delay inthat. We had hoped before this office opened in Roanoke 
that those might be mailed direct to the interested persons. That is, 
if a manufacturer has questions and if he would like to keep up with 
those procurement requests, then he has to come to us and we have in 
turn to mail them out, and by doing so we have lost at least 1 or 2 days. 
It has been reported to me that that delay in mailing, that their efforts 
to file have been too late. ; 

We have had the matter up with Mr. Mundee, and he says that under 
a ruling of the Department of Commerce he cannot mail those procure- 
ment sheets directly to them, to an interested party—that is, to a 
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manufacturer—but they have to be distributed through some agency, 
such as my office, or some trade association. 

Now, it does seem to us that that is a source of confusion and cer- 
tainly it isa delay. It may appear to the Department of Commerce 
that it is a small matter, but I think that it is very vital. Those come 
to us daily as they are issued and, as I said, we are sending them out 
to the people interested. We have some forty-odd people on the mail- 
ing list that get them daily. We see no reason why they should not 
be distributed direct from the Department of Commerce, either from 
Washington or Chicago, or now through the Roanoke office. 

Mr. Burron. Thank you very much, Mr. Moomaw. We appre- 
ciate your coming here from Roanoke to attend this meeting. 

Mr. Moomaw. Some other Roanoke people are here. 

Mr. Burron. That is very fine, and we will hear from them if they 
desire to be heard. Also, you have well demonstrated that it is not 
necessary to have a written statement in order to conserve time. Your 
observations are of great value. 

Mr. Moomaw. Thank you. 

Mr. Burron. Our next is Mr. G. Donald Louden, secretary, Central 
Virginia Industries. Mr. Louden, we are glad to hear you. 


STATEMENT OF G. DONALD LOUDEN, SECRETARY, CENTRAL 
VIRGINIA INDUSTRIES 


Mr. Loupen. Mr. Chairman, I have nothing, in view of the fact 
that there is no one here representing the Wage Stabilization Board. 
The other problems have n presented by Mr. Capron and Mr. 
MeWane and Mr. Moomaw; they have covered the subjects that I had 
inmind. I do have some questions, however. 

Mr. Burron. Probably you would like to get your questions in the 
record, and they will be referred to the proper agency. 

Mr. Loupen. Well, the questions under wage stabilization—of 
course, the situation being what it is, with the Board actually not func- 
tioning, there are problems coming up which deal with the escape of 
small companies from the freeze under the wage-escalator plans tied 
to the cost of living. A great many small businesses do not have their 
wage plans and their wage formulas in written form. They may 
have maybe 10 or 15 employees in a business that is closely coopera- 
tive; it may be the business of one man or of a family, and they are 
very definitely at a disadvantage in enabling their employees to keep 
ubreast of cost of living under the flat 10-percent wage formula. In 
other words, there is no escape clause for those small businesses. 

Another thing in that respect, too, is that where there are inequities 
created because of the operation of the 10-percent formula, where a 
zeneral across-the-board wage increase has been granted, there is no 
recourse there for increasing at least the lower-paid personnel. In 
other words, they are without an established and written merit rating 
plan or anything like that. They are frozen. 

That is the principal problem that I keep getting in my work with 
the Central Virginia Industries. Thank you 

Mr. Burton. Thank you, Mr. Louden. Mr. McCormick, Assistant 
to the Director of the Office of Price Stabilization, will take that 
question under consideration. You may wish to confer with him 
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during the recess; or, if you wish to revise and extend your remarks 
in the record, that will be permissible. 

Mr. Loupen. Thank — 

Mr. Evrns. I would like to ask the gentleman if he has taken this 
matter up with Director Ching. 

Mr. Loupen. I have written a letter to W. Willard Wirtz, Execu- 
tive Director of the Wage Stabilization Board, and a number 
of questions to him. I will submit a statement. I have some other 
things to say, some additions—I did not think that I was going to 
make a statement at this time. 

Mr. Burton. You may submit it for the committee’s further in- 
formation. 

Next we will hear from Mr. John M. Wilson, president, Retail 
Merchants Association. We will get the retail angle on it now. 


STATEMENT OF JOHN M. WILSON, PRESIDENT, RETAIL MERCHANTS 
ASSOCIATION 


Mr. Wirson. Mr. Chairman, I have no prepared statement. I may 
have one this afternoon, but I would like to take this opportunity 
while I am here this morning to reiterate what Mr. Moomaw from 
Roanoke stated: that there is a great deal of confusion prevailing by 
not having offices in the various cities. 

I get many, many letters in my office from small-business men com- 
plaining of not knowing a thing of the regulations. I have taken it 
upon myself to try to clear them up to the best of my ability. Rich- 
mond has not been able, so far, to send any men in the field, which I 
think is vitally important, at the present time. 

I would like to reiterate again that I hope to have a statement 
this afternoon relative to the manufacturer’s tax and the sales tax. 

Mr. Burron. Thank you very much. You may revise and extend 
your remarks for the record. If you have them ready this afternoon, 
we will be glad to have them. If it is not ready this afternoon, you 
may submit it later for the committee’s consideration. 

Mr. Wison. Thank you. 

Mr. Burron. I think that Mr. Wilson has drawn attention to a very 
definite need. In the entire State of Virginia, OPS at present has 
the one regional office in Richmond, and I believe that they are open- 
ing an office in Norfolk, some four hundred odd miles east of our most 
western point in the State of Virginia. That strikes us as being a 
territory almost impossible to cover from that distance, and we will 
hope that something can be done about it. 

Mr. MoUormick, do you care to make any remarks on that at the 

resent 
' Mr. Leo McCormick. Mr. Chairman, we have under consideration 
that matter. As you have pointed out, there is the office in Norfolk. 
We have been at work for 6 or 7 weeks, setting up these offices. Of 
course, I believe that all of you can realize that it is quite a problem, 
but it will be solved; it will have to be solved, because we believe that 
it is necessary to move closer to the local level with adequate facili- 
ties, and we are doing that. I tried to get an official statement before 
I left Washington, on local communities, and I just could not, but a 
decision is imminent. We are going to go forward with local repre- 
sentatives. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 21 


Mr. Burton. Well, we have in mind not only local representatives 
but it would seem that you need a district office. 

Mr. Evins. During World War II, the emergency period, you had 
not only regional offices but county-wide offices, did you not? 

Mr. ck. That is right. 

Mr. Evins. And under the present policy you only have State 
offices; you have not established regional or county-wide offices? 

Mr. McCormick. We have the regional offices and about 64 
district offices, with 2 or 3 in the very largest States. We are now 
moving to open additional offices and we will then move to the local 
level. Just exactly the type of office we are going to establish the the 
local level has not been determined. 

Mr. Evins. But you say that is “imminent”? 

Mr. McCormick. That is right; and the question that has been 
brought up here is one of those things in which we are very much 
interested. 

Mr. Burton. I have a feeling that it is very necessary to have an- 
other district office in this part of the State. 

Mr. Evins. May I ask at this juncture as to what extent your regu- 
lations are being disseminated to the small-business man throughout 
the country for their information? What is the procedure? How 
far do you reach? These gentlemen all seem to be interested in hav- 
ing information on these regulations—just how far do you go in that 
regard ¢ 

Mr. McCormick. Mr. Chairman and Mr. Evins, we have an exten- 
sive mailing list built up. 

Our Information Division is charged with seeing that all of those 
on the mailing list receive these regulations; they go to chambers of 
commerce and to associations of all kinds. e have given great 
attention to the press, getting information into the press, because it 
is faster. 

We have set up now regional distribution areas that will supply 
per onc from the regional level, which is so badly needed, as we 
realize. 

Of course, as I say, we have got a problem of getting organized. 

Mr. Datoas. I seaid like Se take r. McCormick anilin. 

Mr. Burton. You have the floor. 

Mr. Datmas. Could you not work out the same kind of arrange- 
ment as the Department of Commerce, the Department of Defense, 
and General Services, where they have worked out an arrangement 
whereby they have about 6,000 informational outlets in the country ? 

Mr. McCormick. Well, Mr. Dalmas, you will recall the sug- 
gestion that you made to me over the telephone on Friday. I had a 
discussion with the folks responsible on Saturday, and I think that 
today or tomorrow we will get something; we will make an effort to 
obtain the cooperation of the Department of Commerce to that end. 
It is a very good suggestion. 

Mr. Evins. Concerning individual businessmen that write in, are 
they able to receive information direct? If an individual business- 
man has a question or problem, does he get the information? How 
does the individual businessman get an answer ? 

Mr. McCormick. Well, most of. the mail has been coming direct 
to us because offices have not been opened for very long; we get it in 
Washington. 
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I may say that the mail situation from the start quickly became 
heavy, and Mr. DiSalle attacked the problem, and I think that answers 
are going out in reasonable time now. If not, we have the facilities 
whereby they should. 

Well, may I make one qualification? Many of the questions are of 
legal interpretation; many of that type of questions are coming in, 
and quite frequently they will take some time. It is a matter of lack 
of manpower at certain points in these various divisions and a matter 
of training of personnel. 

Mr. Evins. He can get his answer direct from Washington; he can 
also get it from the regional office. 

Mr. Capron. Is it possible for a businessman to write to Washing- 

ton and ask to be put on a mailing list to receive all of the rulings 
that are applicable to his business¢ That is a question that came up 
a while ago. 

Mr. McCormick. Mr. Capron, I will have to get a definite answer 
for you on that. The problem there is the volume of regulations that 
you have got; it would snow you under. I think it is possible, but—— 

Mr. Capron. Well, we have to obey the laws, but we cannot get 
them. 

Mr. Bowron. How will they be made available if not to the indi- 
vidual ¢ 

Mr. McCormick. Well, Chairman Burton, a single request for a 
single regulation or ruling is attended to quite promptly by our ma- 
chinery now. Two weeks from now in the local offices they will be 
in a position to answer that. The question that Mr. Capron raised 
was receiving the rules and regulations—and there is the volume of 
releases. There might be an insurmountable problem there. 

Mr. Burron. Are there any other questions ? 

(No response. ) 

Mr. Burton. Our next witness is Mr. John E. Raine, executive vice 
president, Automotive Trade Association of Virginia. 


STATEMENT OF JOHN E. RAINE, EXECUTIVE VICE PRESIDENT, 
AUTOMOTIVE TRADE ASSOCIATION OF VIRGINIA 


Mr. Rarne. Gentlemen, my name is John E. Raine. I represent 
the Automotive Trade Association of Virginia, an organization of 
1,158 members, of which close to 1,000 are new-car dealers licensed to 
do business in Virginia. We have about 158 members who are engaged 
in the exclusive used-car business, automobile financing, and automo- 
tive jobbers. Our membership sells about 98 percent of all new cars 
and trucks sold in Virginia. 

We appreciate the opportunity to present some of our problems to 
you for your consideration. 

We folks in Virginia are reared in a historic atmosphere of Ameri- 
canism and nowhere will you find more loyal citizens than within the 
confines of our Commonwealth, and from the days of Thomas Jeffer- 
son we have learned that to protect our liberty and to protect our 
country we must make sacrifices, and this the people of Virginia 
stand ready to do. , 

As a small segment of the people of Virginia, the automobile dealers 
of this Commonwealth realize that there is a pressing need for an 
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immediate expansion of our defense program. As businessmen, we 
know that such an expansion will cost a great deal of money. 

We know and fully realize that the wild inflation which exists must 
be controlled or the welfare of our country might be placed in 
jeopardy. 

We also know and fully realize that each and every one of us must 
make sacrifices and, speaking for the automotive trade of the State, 
we are willing and ready to make sacrifices. 

We are anxious to do our full share in the present emergency and 
to cooperate with every branch of the Government, and our appearance 
here today is not to make a selfish plea, but rather to present to you 
facts pointing out the hardship and discrimination of various taxes 
and control regulations which we believe will seriously impair the 
Nation’s defense effort and economy. 

While I do not like to criticize our Government under present-day 
conditions, it is my opinion that its policies and its procedures con- 
tribute more to inflation than any other factor, and that some of the 
governmental bureaus, which are imposing controls and restrictions 
upon the manufacture, sale, and operation of motor vehicles, do not 
realize that a breakdown in individual civilian-owned transportation 
could defeat all war effort, all war production, and might even lose a 
war, should the international situation become much worse. 

The motor vehicle, once classed as a luxury, has become a necessity 
without which our Nation could not survive. 

Sixty-three percent of all trips by automobile are in connection with 
work or business or making a living. 

Thirteen percent of all trips by automobile are for shopping pur- 


Eight percent for other purposes indirectly connected with home 
life or work, while only 16 percent of all trips by automobile are for 
social or recreation purposes. 

These and other figures I present to you are from surveys and com- 

ilations made by the Automobile Manufacturers Association and the 
ational Automobile Dealers Association. 

In larger cities, 74 percent of urban vehicular travel is done by 
the automobile, while trolley cars bear but 26 percent of the traftic 
load ; 2,074 cities of the United States have no transit system and the 
residents of those cities, close to 10 million people, have no means of 
transportation except by automobiles. 

Virginia is a rural State. 

In our 40,815 square miles, we have but few large cities, only 1 over 
300,000 population and only 2 or 3 over 200,000 in population, with 
less than 10 over 50,000 population. 

Of our 3,270,322 population by the 1950 United States census, close 
to a million are farm population, and farm ownership of automobiles 
has increased 40 percent since 1940. In all of the Norfolk, Ports- 
mouth, Newport News area, our great shipbuilding section of the 
State, the combined population of that great and well-known com- 
munity of three cities is but 510.727. The population of the city of 
Richmond, the largest city of the State is 326,863, while the third 
largest city, Roanoke, has but 132,779 people, and from there it goes 
down to the small cities and towns of from several hundred to several 
thousand population. 
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Deprive these folks of their motor vehicles and of transportation 
and you have eliminated them completely as a contributor to any food 
production, to any war effort, or as a contributor to the taxable income 
of the Nation. 

In 1949 there were 565,101 passenger cars and 134,898 trucks regis- 
tered in Virginia. 

Of these motor vehicles, 38,668 passenger cars and 8,315 trucks were 
1949 models—to July 1, 1949; 65,871 passenger cars and 21,912 trucks 
were 1948 models; 60,584 passenger cars and 19,611 trucks were 1947 
models; 39,307 passenger cars and 14,992 trucks were 1946 models; 
348,157 passenger cars, or 60 percent of the total passenger-car regi 
tration in Virginia, is of cars older than 10 years, with 65,927, or 8 
percent, 15 years or older. 

About the same ratio applies to trucks. 

What do these figures, which are compiled from the records of the 
Virginia Department of Motor Vehicles, mean to our people and to 
our Government ? 

To maintain the necessary transportation, there must be substantial 
replacement of motor vehicles. 

Workers do not just need cars. They need safe, dependable, and 
efficient transportation. 

It is no longer economical to operate a car 10 to 15 years of age, and 
we have in Virginia 348,157 of such cars, 60 percent of the total of all 
cars registered. 

But how can our people replace such cars when regulation W, with 
its restrictive one-third down and 15 months to pay off, forces monthly 
payments on the lowest-priced new cars above a hundred dollars a 
month, which our people in Virginia cannot afford to pay. 

The yearly earned income of our Virginia people is considerably 
lower than the $3,300,000 national income, as stated by the United 
States Department of Labor. 

A solution might be for these ple of small income, and that 
constitutes the majority of our employed citizens, to buy used cars, but 
that market will gradually dry up when you take into consideration 
that there were no motor vehicles manufactured between 1941 and 
1946; so that there are relatively few 5-year-old used cars, and, while 
many 10- and 15-year-old cars, most of these are a menace on our high- 
ways, and there are no middle-age cars. 

In addition to credit controls, there is imposed on the automobile an 
excise tax of 7 percent, and it has been proposed to increase this tax to 
20 percent. 

While our different States have different means and methods of 
taxation, under the existing tax laws, when a defense worker, or a 
farmer, or any citizen, buys a low-priced car, it is estimated that ap- 
proximately 2475 of the purchase price of an approximately $2,000 
car represents taxes. The source of this information is page 47, 
Automotive Facts and Figures. 

Gentlemen, this is a 24-percent tax on each new automobile of which 
$102 is Federal excise tax alone, and the Treasury Department is 
suggesting that the excise tax be increased 185 percent over that 
present excise tax on automobiles. . 

If the recommendation of the Treasury Department is adopted, 
one-third of the price of a new car would be taxes. 
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No other commodity that I know of, which is so essential to the very 
life of a community, and to the war effort, is so heavily taxed. 

The first automobile excise tax was imposed in 1917 as a temporary 
measure. 

It was not repealed until 1928 and was reimposed in 1932 again as 
a temporary measure, but it has been with us ever since. 

A 20-percent. tax on a pack of cigarettes or a gallon of gasoline or 
on many low-priced items, represents but a few pennies, but a 20- 
percent tax on motor vehicles begins at around $400 and works its 
way up into the thousands, and, while the rich can afford this tax, it 
discriminates against the poor man who works for a living and the 
man who needs transportation in order to earn that living. 

Buying a cheap used car develops the same hazards as the man who 
is forced to borrow money from the 2- and 3-per-month loan companies. 

In the interest of the people to whom automobile dealers sell their 
merchandise, we urge the extension of regulation W restriction of 
15 months to 18 months and we plead with you, in order that trans- 
portation may survive, that there be no increase in the Federal excise 
tax. 

I would like to be privileged to say a few words on behalf of auto- 
mobile dealers. 

There seems to be the impression that most dealers have erected 
colossal new buildings, own yachts and airplanes, and spend most of 
their time in Florida. 

That, gentlemen, is a wrong impression. Many of these picture- 
window showrooms were built by dealers under the pressure of their 
manufacturers and threat of cancellation if they did not build such 
monuments, and most have mortgages on them. 

Six percent of all new-car dealers sell 50 percent of all new cars, 
while the other 50 percent of all new cars are sold by 94 percent of 
all dealers. 

Based upon last year’s prodection the average number of new cars 
sold by 94 percent of all new-car dealers was 113 cars a year, and 
fabulous profits cannot be made on the sale of 113 new cars a year; 
yet the Treasury pe Powe ig when it granted the manufacturers an 
increase in the cost of their cars, prohibited the dealer from taking his 
normal profit on the sale of the a product. 

In other words, it reduced the dealer’s traditional discount. This, 
we believe, is as unfair as it is discriminatory. 

This increase in the delivered price of motor vehicles not only 
decreased the dealer’s discount and the dealer’s margin of profit, 
but it materially increased his taxes to his city and State. 

As an illustration, a dealer sells a thousand new cars at $2,000 each, 
ef $2 million volume, and for which he pays $1,500 each or $114 
million. 

The Treasury Department is proposing a 13-percent increase in the 
excise tax on automobiles. If this increase be adopted, the amount of 
the increased tax would be 13 percent of 114 million, the dollar volume 
of sales, or $195,000, which the public, not the dealer, would have to 


pay. ‘ 

But this $195,000 increased volume of business, all in taxes, in- 
creases the dealer’s gross volume of sales by $195,000, on which the 
dealer is assessed for State and city gross merchant's tax, so that his 
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State and local taxes, if the rate be $1 per hundred, is increased by 
$1,950. If his tax rate is $2, then his net out-of-pocket loss is $3,900 a 

ear. 
" We are not concerned with the fact that the Treasury Department 
might require the dealer to absorb the 20-percent excise tax or the 
13-percent increase in that tax, because any such order would put 
every new-car dealer upon which the public depends out of business 
over night, with a severe and substantial loss to every community and 
to the Government itself, as automobile dealers are not only substantial 
taxpayers, but they sell a product from which the Nation, the States, 
the counties, and the cities of America obtain a major part of their 
tax income; and while some branches of the Government do some 
unaccountable things, we do not think they are going to kill the goose 
which lays the golden eggs. 

And yet, there are many inconsistencies on Government thinking. 

Automobile manufacturers who reported earnings of from 15 to 20 
percent, and which paid out millions of dollars in dividends, were 
granted an increase in the price of their product; yet automobile 
dealers, who average a net profit of 4%») percent, are forced to reduce 
their traditional discount on the sale of motor vehicles and, at the 
same time, as a result of increased prices on the products they sell, 
have to pay higher State and city taxes. 

There is such a thing as diminishing returns, just as there is such 
a thing as rebellion when discriminatory or oppressive taxes become 
too burdensome; and while this is by no means a threat, it might be 
well to consider that the 45,000,000 automobile owners of America, if 
once aroused and convinced that they are bearing more than their fair 


share of taxation, might revolt with more disturbing consequences to 
i 


many Members of the Congress who have been holding office for 


many terms. 
If additional taxes are to be levied, we advocate the taxing of the 


untaxed, a general sales tax that would apply to everyone and not 
only on a few commodities, or the taxing of tax-exempt municipal 
bonds—but before any additional taxes are imposed upon anyone, 
more economy in government. 

We in Virginia are fortunate in that we have an economy-minded 
delegation in the United States Senate and in the House of Represen- 
tatives and a delegation which represents the viewpoint of the small- 
business man and of the workingman and of the farmer; and it is 
our delegation in the Congress of the United States, and in the knowl- 
edge which your committee will gain from the hearings which you 
gentlemen are so generously and graciously holding, that will protect 
and preserve the interest of all of our people. 

[ thank you. 

Mr. Burron. Thank you very much, Mr. Raine. Do you have any 
specific question that you would like to ask? 

Mr. Ratner. I would like just to say one thing, sir. There was an 
inquiry that was made here about the dissemination of information. 
If it were not for our association there would not be an automobile 
dealer in the State of Virginia that would know anything about any 
OPS regulation except what he reads in the newspapers or heard over 
the radio. 

Furthermore, I have been in Washington and representatives of 
our organization have been in Washington and we can ask questions 
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and we can get answers, certain answers, but we can obtain nothing 
in writing with which to protect ourselves. 

The statement was made a few minutes ago that it takes time to 
make a legal interpretation; we cannot get them and yet, gentlemen, 
we are faced with the charge of violation if we make a mistake. 

Mr. Evins. Mr. Raine, you are representing your dealers and you 
are disseminating information for the Government. 

Mr. Raine. Well, we are glad to do that. And may I say there 
are about 800 or 900 dealers who are not members of our association, 
and, notwithstanding that fact, we are sending copies of the informa- 
tion and the interpretations that we get, so that trade will not get 
into trouble and hurt the prestige and good will of the trade. 

Mr. Evins. I wonder, Mr. Raine, if you would tell us the exper- 
iences of automobile dealers with respect to regulation W gs | 
the time it was imposed before, how many months did it include an 
wherein the present regulation differs from the one in the past. 

Mr. Rare. Regulation W, initially it was one-third down and 24 
months. 

Mr. Evins. And they have reduced that to what ? 

Mr. Raine. They have reduced it to one-third down and 18 months 
and then before it had a chance to be operative, almost before they 
could possibly have gotten any reaction, they reduced it from 18 
months to 15 months. 

Mr. Evins. I might say at this time that the Committee of Small 
Business of the House of Representatives was one of the agencies that 
protested regulation W to the Federal Reserve Board and other 
agencies concerned and brought some relief initially. Of course, the 
one-third down payment is much more today under the inflationary 
situation than would have been one-third before ? 

Mr. Rate. Yes; because the price of cars has gone up materially 
since before the price freeze. 

Mr. Evins. Is it 18 months now? 

Mr. Rane. Well, it was 15 months, and it was proposed to reduce 
it to 12 months. 

Mr. Evins. And you are recommending increasing the time to 18 
months as a minimum ¢ 

Mr. Rarxer. I would, certainly, on some model cars. Any balance 
of, say, $500 or so, you can let it go for 12 or 15 months, but when the 
balance is $1,200 or $1,500, that makes the payments at a point where 
we think that they should have a longer period to pay them. 

Mr. Evins. Well, you certainly have made an excellent statement, 
showing the essentiality of transportation today. 

Now, you would not object to one-third down provided the num- 
ber of months in the installment period was increased, say, to 18 
months? 

Mr. Raine. I think that would be very satisfactory and would be 
a very great relief to the business. 

Mr. Evins. I personally am well pleased to have your statement. 

Mr. Burron. Am I correct in understanding the problem princi- 
pally concerns used cars rather than new ? 

Mr. Rarnr. No, sir; it is on both. It is a little more acute on used 
because it is always the man with the smaller income that has to 
resort to the purchase of a used car and if he has payments that are 
too high for his limited income, he cannot afford a very good used 
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car. What happens? He has got to fritter away his money on 
unnecessary repairs, without getting any good transportation. 

Mr. Burron. Are those repairs available? 

Mr. Rarne. They are, but of course, we are running into a short- 
age of manpower and eventually we may run into a shortage of parts. 
We have not experienced any difficulty in that regard as yet. 

Mr. Evins. I am sure, Mr. Raine, that we are very glad to have your 
testimony, sir, but that portion dealing with taxation might be ad- 
dressed to the Committee on Ways and Means of the House. That is 
the committee that has to do with taxation. Also, part of your tes- 
timony might be directed to the State of Virginia, it is not all properly 
addressed to this committee. However, we are glad to have your 
statement. 

Mr. Rarne. I hope I did not overstep the bounds. 

Mr. Burton. No, of course not. 

Mr. Ratner. I want to thank you. All I know is what I saw in the 
newspapers; incidentally, I heard accidentally about this meeting 
of this committee. I think that if it had been more known you would 
have a much larger delegation here. 

a Burton. "Thank you for your statement, we are glad to have 
you here. 

Mr. Rarne. Thank you. May I ask that one member of our asso- 
ciation make just a very brief statement on one phase of this? 

Mr. Burton. We will be glad to have him. 

Mr. Ratne. He is Mr. Robey. 


STATEMENT OF W. T. ROBEY, JR., AUTOMOBILE DEALER, 
BUENA VISTA, VA. 


Mr. Rosey. Gentlemen, I am a small-town man doing business in 
Rockbridge County, the city of Buena Vista, Va. I have been an 
automobile dealer for 23 years and my average annual sales are 164 
units. 

The small town automobile dealers of Virginia are a sound, con- 
servative group of merchants. We do business with our neighbors 
and our friends and we sell the same people over and over, year after 
year. As the prosperity of our own individual community rises or 
falls so goes our business. We have the interest of our customers at 
heart as well as our individual community and Nation. Like all other 
lines of business we have our problems and we are just as confused as 
is big business by the rules and regulations which come to us from 
Washin on. 

I would be remiss if I did not say that the automobile dealers will 
always be grateful to this committee for the support and help it so 
ably gave in the early years of World War IT to assist and keep in 
business the small automobile merchants. We were entering the war 

riod of 1942 in an emaciated financial condition and could not 
ave withstood the severe contraction of our business volume had 


you not looked after our interests at that time. Today we have our 
house in better order thanks to the lessons we learned at.that time. 
Here in Virginia we have a strong automobile trade association with 
more than 1,000 members. We are not organized as a pressure group 
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but rather to assist one another by making available to each other the 
best practices of our various businesses. I would not for a moment 
Have you believe that we still do not have in our business chiselers who 
are taking advantage of the public from time to time by bad business 

tices. We make every effort to persuade these dealers to be better 
Lctcenmindn, We are not always successful. Unfortunately the bad 
practices of these few get more attention than the good business deal- 

of most dealers. Again I refer to the fact that we do business 
with our same customers year after year and this is only possible by 
the fact that 99 percent of the automobile dealers in Virginia render a 
real service in taking care of the transportation needs of our cus- 
tomers. 

Today we recognize that our country is in peril both from the for- 
eign enemy and from those internal forces that would wreck our 
dollar economy. As small-business men in the automobile retailing 
business we are willing to accept such regulations as our Government 
feels are just and necessary. We reserve our right to gripe about 
some of them for that is our American-born tradition of freedom, 
but we try to accept them in good grace and if we feel they are unjust 
we protest and make every effort to point our any inequity that exists. 
], would give you at this moment two such examples which small auto- 
mobile-dealers believe could be changed to the mutual benefit of our 
Nation’s economy and our business. First, I refer to regulation W 
as regulated by our Federal Reserve Board. We recognize the need 
of such a regulation to control credit and we accept it as long as it 
falls with ey on all automobile dealers alike. The law, as it 
now stands, limits the extension of credit to 15 months regardless of 


the size of the unpaid balance. After doing business under this rule 
since November we have found that it tended to increase inflation in 
the lower unpaid balances and stop the normal conduct of business by 
those dealers selling the oF 5G et line of cars. I refer in par- 


ticular to the used cars sold by these dealers rather than the new-car 
business. The automobile dealers were granted recently a hearing 

Governor Evans of the Federal Reserve Board on the inequity to 
which I refer. At that time the recommendation was insite Yat the 
terms of installment credit take into consideration the size of the 
unpaid balance. 

e suggestion was made that balances of less than $500 be limited 
to 12 months instead of 15 months, that balances of $500 to $1,000 be 
continued at the present 15 months’ limitation, and that balances in 
excess of $1,000 be given an 18 months’ extension of credit. This 
recommendation, as it seemed to us, would still further restrict infla- 
tion tendencies on the lower balances while giving relief to those 
dealers selling the higher-priced line of used cars such as Packards, 
Cadillacs, and Lincolns. 

At this point, Mr. Chairman and gentlemen, I would like to offer 
for the record a statement that I have clipped from the New York 
Herald Tribune of Sunday, March 25, 1951, which I would like to 
have made a part of your record, with your permission. 

Mr. Burton. You may submit it. Without objection, it shall be 
included in the record. 
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(The clipping referred to is as follows :) 
{From the New York Herald Tribune, March 25, 1951) 


Marker Srocks or Usep Cars Cautep Heavy—Supriy or New ONeEs ALs0 
LARGE AS BUYING SLOWS 


(By Gene M. Brown) 


Continuance of record production pace by the industry and a slow-down of 
buying by the public has brought offers of immediate or near-immediate de- 
liveries from car dealers in the metropolitan area. The used-car market, flooded 
with automobiles of every description, is characterized by lower than price- 
ceiling offers from dealers. 

While this situation is not expected to last through April, the current market 

can no longer be considered one of shortages. Only certain colors and models 
of specific makes require more than 30 days for delivery in the new-car 
field. 
Temporary shortages of cars are expected to materialize in a heavy spring- 
summer buying season. At this time, the public is expected to place heavy 
orders from the middle of April through late June—a situation that dealers 
feel will tax their ability to deliver vehicles. 

This belief, they contend, is based on the fact that their stocks of cars, 
while adequate to meet preseason demand, is not enough to satisfy a full- 
blown spring buying rush. They point out that advance shopping by potential 
buyers indicate one of the heaviest spring selling periods in the industry's 
postwar experience. 

Dealers checked last week reported that stocks of cars “would have been 
more than adequate” for a peak selling season if the public had not rushed 
to purchase cars in the first 2 months of this year. This heavy buying was based 
on early-year belief that cars would not be produced this year—a point of view 
that is no longer valid, they said. Many are convinced that cars are not avail- 
able at this time. This is not the case, it was added. 

M. Levine, president of Tri-Line Motors, a Brooklyn Ford dealer, said: “New 
cars are available for prompt delivery now and the purchaser has his choice of 
accessories.” Speaking only for his agency, Mr. Levine asserted that some cars 
are available for immediae delivery, but specific models and colors can be had 
in a short time. 

Other dealers, particularly those selling cars manufactured by independent 
producers, report a similar situation. A majority of other cars can be pro- 
eured for immediate delivery, while only certain models, in the lower price 
brackets, require a short waiting period. 

Used-car dealers are well stocked with the most varied lines of cars held 
by this group since World War II ended. Sales in the past 15 to 30 days have 
been “disappointing,” and many dealers attribute this to confusion created by 
recent price-control orders issued by the Office of Price Stabilization. 

But, while many dealers are selling cars below ceiling prices, hoping that 
bargains will act as sales stimulants, they expect to get full prices allowed by 
the OPS once the spring season gets under way. Current prices are about 4 
to 8 percent below ceilings, it was said. 

Mr. Rozey. We cannot see any advantage in having these valuable 
used cars remain on dealers’ lots with no sales since last November. In 
the automobile business used cars are like tomatoes, they do not im- 
prove with fe and it is a waste of essential transportation to prevent 
their sale. The people who buy the new cars in these brackets have 
no trouble in buying the new car for they usually pay cash. After due 
consideration of this suggestion by the Federal Reserve Board it was 
turned down and the reason given was that it would contribute to in- 
flation. That didn’t make sense to those of us who have been doin 
business with this regulation but we accept their decision until suc 
time as events further prove that they were wrong. 

The second example that I would call to your attention is the pend- 
ing new tax bill as recommended by Secretary of the Treasury Snyder 
which now is being considered by the Ways and Means Committee. 
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I would also like to make a matter of your record, a letter from R. M. 
Evans, Board of Governors, Federal Reserve System, to the Honorable 
A. Willis Robertson of the United States Senate, dated March 9, 1951. 

I well realize that is not within the scope of your activities but it 
will come up one of these days on the floor of Congress and I know 
that you are interested in small business and I would like this in your 


record, with your permission. 
Mr. Burton. Yes. Without objection, it shall be included in the 


record. 
(The letter referred to is as follows :) 


Boarp oF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, D. C., March 9, 1951. 
Hon. A. WiLiis Rosertson, 
United States Senate, Washington, D. C. 

Dear SENATOR Rosertson : The staff has reviewed and studied the proposal of 
the Virginia Automobile Dealers Association which was made the subject of your 
letter of February 22 as well as the supplementary information contained in a 
letter dated March 5 from J. E. Rauch, of the Commonwealth Discount Corp. of 
Roanoke, Va., received with your letter of March 6. The Virginia Automobile 
Dealers proposed a graduated maturity schedule for regulation W which would 
provide 12 months’ maturity for unpaid balances of $500 and less, 15 months’ 
maturity for unpaid balances of $500 up to $1,000, and 18 months’ maturity for 
unpaid balances in excess of $1,000. 

Aside from the fact that the proposal would afford a substantial relaxation of 
regulation W which the Board believes to be undesirable at this time, the grad- 
uated-maturities approach has other basic difficulties. Such a formula encour- 
ages larger indebtedness in order to take advantage of the longer maturities af- 
forded, an effect which is directly contrary to the underlying principles of regula- 
tion W. 

In this connection it is interesting to note that another automobile association 
has submitted a proposal which would retain the present 15 months’ maturity for 
obligations with unpaid balances in excess of $1,000 but would provide longer 
maturities for indebtedness of $1,000 or less. This second proposal has the advan- 
tage of tending to force unpaid balances into a lower bracket, but it also has the 
disadvantage of affording a substantial relaxation of the regulation, 

In anticipation of changes in economic conditions the staff is of course constant- 
ly reviewing and studying methods of regulatory approach. The proposal of the 
Virginia Automobile Dealers Association was accordingly submitted to the 12 Fed- 
eral Reserve banks for an expression of their views and suggestions. You will be 
interested in knowing that all the banks were opposed to any relaxation of the reg- 
wlation at this time and that 11 of the banks opposed the proposal on principle. 
Among the Reserve comments on the proposal were statements that the proposal 
would be difficult if not impossible to administer ; that it would tend to encourage 
longer maturities (larger unpaid balances), and that it would tend to discrimi- 
nate against the lower-income buyer. 

On the basis of its study the Board believes it would be inappropriate to grant 
the request of the Virginia Automobile Dealers Association. I want to assure 
you, however, that it is our earnest desire to avoid causing unnecessary hardship. 
The Board is, therefore, always glad to study proposals designed to ease the bur- 
den of credit restrictions whenever it can be accomplished without materially 
sacrificing the effectiveness of the regulation. 

May I take this opportunity of thanking you again for your thoughtful interest 
in consumer credit regulations. 

R. M. Evans, 


Board of Governors, Federal Reserve System. 


Mr. Rosey. In that bill it was suggested that the excise tax on auto- 
mobiles be increased from the present 7 percent to 20 percent. We 
recognize that additional revenue has to be raised, and I do not believe 
that any automobile dealer objects in the least to a reasonable increase 
in this tax, but to single out the automobile—which, next to food, 
clothing, and medicine, is the greatest necessity in our American 
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economy—for a 300-percent increase in excise taxes was more than 
we can understand. Weare not too alarmed that this will ever happen; 
for, even if the Ways and Means Committee should by chance ever 
allow such a figure as this to come to the floor for your consideration, 
we know that such watchdog groups as yours would send it back for 
reconsideration. As small-business men, we depend on you to do these 
things for our trade and all others whom you represent. Big busi 

can employ attorneys, lobbyists, and even five-percenters, but the 
small-business man must depend on men such you you, who represent 
the grass-roots economy of this country by looking after the interests 
of the small-business groups. We in the automobile business have 
already experienced your help, and we know how valuable it can be 
in the time of need. We have complete faith that you will continue 
to watch over our interests in this automobile business as it concerns 
the small-volume automobile dealer who still sells better than 90 per- 
cent of all cars and trucks sold in this country today. 

I thank you for allowing me to appear here to give testimony of 
the fine job you have done in the past, and we know that you will con- 
tinue to do a fine job for us and all other small businesses is the future. 

Thank you, Mr. Chairman. 

Mr. Burton. Thank you very much, Mr. Robey. 

Are there any questions ¢ 

Mr. Asarrr. Might I ask one question, Mr. Chairman ? 

Mr. Robey, you said something about the excise-tax increase. I am 
very much interested in that matter. What would you say would be 
a fair increase on the automobile trade ? 

Mr. Rosey. Well, Mr. Abbitt, of course, we in the automobile busi- 
ness will not pay that tax ourselves; it will be passed on the customers. 

Mr. Aserrr. It will be reflected in the sale. 

Mr. Rosey. That is right. We feel that an increase to 50 percent 
would be reasonable; that would raise that tax 10 or 1014 percent. 

Mr. Aserrr. And you think that would be fair, assuming that all 
other businesses would be raised ? 

Mr. Rosey. Well, now, unfortunately, the experience of the excise 
tax on automobiles is that, once the tax is put in, the tax has never been 
taken off. Many suggestions have been made that, in this restricted 
volume of production, that increase in tax will not raise too much 
money. Sometimes I think about the stamp tax; that is, that little 
Federa] stamp tax that appeared during World War II. The fact is 
that that went on every automobile. Well, today, we have about 
44,000,000 cars and trucks operating in this country. The yearly pro- 
duction is only about 3,000,000 at the present time; so, if you take 
3,000,000 and some cars, that is not going to give you too great an 
increase. 

Now, if some means could be found—and I realize that this belongs 
properly to the Ways and Means Committee—of getting either an 
increased gas tax or special war tax, or some stamp tax on cars, I be- 
lieve that would produce more revenue for the Government. 

Mr. Axsrrr. Do I understand that the Reserve Board had turned 
down your recommendation ? 

Mr. Rosey. Yes, sir; they did. The letter is here, in which they 
turned it down flatly. We had a very nice hearing in Washington. 
Frankly, it was our idea, when we asked them to cut down the num- 
ber of months to 12, that that would help control inflation. 
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Mr. Ansirr. It certainly would appear so to me. 

Mr. Roser. But the Packard and Lincoln dealers, or any dealer in 
the high-price bracket of cars, his trade-ins are $2,000 or $500 on a 
Packard or Cadillac or Lincoln, and he has difficult selling that car 
because of the number of months of financing. it does not seem 
reasonable to me that they should have 15 months to pay a $300 bal- 
_“~ A that you would only give that same 15 months to pay $2,000 
or $2,500. 

Mr. Assrrr. What date was that? 

Mr. Rosey. That is dated March 9. 

Mr. Assrrr. Do you think it is final ? 

Mr. Rosey. I am afraid so, in spite of the fact that installment 
credit has been dropping steadily since January. Even the Federal 
Reserve Board figures show that. But, for some reason or other, 
these gentlemen of the Federal Reserve Board take the attitude that 
automobiles are something that must be restricted. I think with the 
idea of penieseting production as much as anything else rather than 
just restricting sale. 

But these used cars do not contribute to inflation. They are already 
built, and they are sitting on the lot. 

Mr. Evins. Mr. Robey, can you give us any statement as to your own 
business as an automobile dealer since this regulation has been in 
effect; how much it has restricted sales and how much your business 
is affected ? 

Mr. Rosey. Sir, I am in the Ford business, and we experienced an 
increase in our business, due to the fact that so many people who had 
been buying higher-priced cars—that is, higher-priced new cars as 
well as higher-priced used cars—have dropped down into our bracket. 
We lost some of our middle-class and lower-class business; they went 
out into the used-car business as purchasers and had to remove them- 
selves from our bracket. 

For instance, I have especially in mind a Presbyterian minister who 
never before bought anything but a new car, and because of these 
terms he has been forced to buy a used car. 

Mr. Evrys. In other words, it has been helpful as far as your 
individual company is concerned ? 

Mr. Rosey. Yes, sir; but not to the larger dealer of such automobiles 
as the Packard. 

Mr. Evins. Do you think that it has been effective in preventing 
inflation to a degree ? 

Mr. Rosey. No, sir; because the banks have contributed—I mean, 
it is still possible for a man to go to a bank and borrow $2,000 and 
he can put up his Government bonds. We have found that the banks 
were not too much concerned with what he was going to do with it. 

Mr. Evins. The regulation applies to lending and financial institu- 
tions generally. 

Mr. Rosey. That may be so, but we have not found the banks too 
interested with what he does with the money, as long as they have 
the collateral. 

Mr. Evins. Then, you do not think it is effective in preventing 
inflation ? 

Mr. Rosey. I do not think so, from the standpoint of the bank; 
I do think so from the standpoint of the finance company. 
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Mr. Evins. Let me ask you'just oné-more question. Are in 
agreement, Mr. Robey, with respect to the period being ext from 
15 to 18 months? 

Mr. Rosey. Well, on the lower balances, I think that the limitation 
is reasonable, and we are willing to go forward with the restriction 
on the lower balances. 

Mr. Assirr. Mr. Chairman, I see that there is a group of automobile 
boys there. I wonder if they are in agreement. 

Mr. Burton. Before Mr. Robey leaves the witness stand, I wonder 
if you have any comment, Mr. McCormick. 

Mr. McCormick. I would like to make a comment, after Congress- 
man Abbitt is through. 

Mr. Assirr. Well, I was going to ask if these other automobile mea 
are in accord with his statement about the liberalizing of regulation W. 

Mr. Burron. All right; we will hear from some of the other dealers 
if they would care to come and give testimony. 

Mr. Rosey. I would like to ask Mr. McCormick a question as soon 
as they have finished. i 

Mr. Burton. All right. 

Mr. Rosey. Here is Mr. H. H. Rutrough, Mr. Chairman. 

Mr. Burton. Go ahead, Mr. Rutrough. 


STATEMENT OF H. H. RUTROUGH, RUTROUGH MOTORS, 
ROANOKE AND LYNCHBURG, VA. 


Mr. Rurroven. Well, Mr Chairman, thank you, but I will not 
attempt to go into all of the technicalities. However, I am one of 


those men that are hurt; so I am going to speak for myself. 

Mr. Burron. Mr. Rutrough, whom do you represent / 

Mr. Rurroven. Rutrough Motors, of Roanoke, Va., and Lynchburg, 
Va. I have been in the automobile business for about 30 years, and 
I have been selling expensive cars all of my life. Ihave had a Packard 
contract for 28 years, and I have been fairly successful and I have 
been doing business with them. I have had my ups and downs like 
any other automobile dealer, but I have been able to work myself out 
of every spot I was in. 

Well, now, I am hog-tied, and I cannot do a thing. I sell cars at 
$3,000 to $4,000; and, when I trade in, it is about a 60-percent trade, 
from $1,500 to $2,200 and $2,500. My normal used-car stock should 
be about 25 units or about $25,000, Well, right now I have between 
40 and 50 used cars, and I have just borrowed $25,000 to help carry 
that surplus of used cars that I cannot sell. 

There is no way in the world for a man who buys a used—that is, 
more or less of a workingman—to pay that $100 and something a 
month. They cannot buy my used cars and pay that off in 15 months. 
There is no way out, except help from the Government or liquidating 
my business—and, of course, it will cost me a lot of money to liqui- 
date. Also, I would hate to give up 25 years of hard labor, par- 
ticularly when I have a son along to take over the business. But, 
gentlemen, we cannot stand this strain; we need help. 

I have before me the best automotive publication in the country, and 
it says there that for the first 3 months of this year all automobile 
production records will be broken. It also says that the first 6 months 
of this year appears to be a record-breaking 6 months. Six million 
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cars last year—that was too big a job for the dealers in the country; 
they cannot absorb that many automobiles and the used-car trade-ins 
that I have to sell—well, I am selling used cars against brand-new 
automobiles. With this big production, you can readily see that the 
used-car problem is a problem. In my price class it has always been 
a problem; always will be. 

Tt seems to me that what we need is assistance in selling these cars 
instead of being tied down so that we cannot sell the used cars. 

Mr. Evins. What specific recommendations would you give, Mr. 
Rutrough? 

Mr. Rurroven. Well, I would go along with these other gentlemen 
on most of the suggestions, except that I Pa an experience that they 
do not have. They do not sell $2,300 used cars. I am willing to take 
anything reasonable, but I think that it should be 24 months, as long 
as production is running high. Later on, it could be cut. 

Now, we all know that when the Korean War broke out, everybody 
was scared, These regulations came out to protect 

Mr. Evins. To aid in the prevention of inflation. 

Mr. Rurroven. Yes, ad maybe to conserve, because we did not 
expect to have automobiles in the first quarter of this year in the pro- 
portion that we have gotten them. Therefore, in my opinion, regula- 
tion W is at least 12 months premature. 

Mr. Evins. Do you feel that, if a large number of automobile man- 
ufacturers converted over to the making of tanks or airplanes or some 
other essential war material, you might not have this tremendous pro- 
duction of automobiles and you might have more of a mezrket ? 

Mr. Rurroven. Exactly right, sir. 

Mr. Evins. You feel that conversion would help your situation. 

Mr. Rurrovenu. Yes, sir. 

Mr. Evins. Or the limitation of automobile production. 

Mr. Rurroven. Yes,sir. Now, we were told that we were going to 
have that happen—and now we are told that might happen in another 
6 months. Now, in connection with that, may I speak about OPS for 
just a second ? 

Mr. Burron. We have a representative from them here. 

- Mr. Rurroven. It does not seem to me that this group of automobile 
manufacturers has ever needed any protection or help from anybody, 
especially our Government. Now, our Government has come along 
} and allowed them who really do not need this help, the increased price 
of cars to help them offset increased cost of operation and at the same 
time they deprive us of our fair share of that increase to help us offset 
our part of this increased cost of operation. 
» Mr. Evrys. To what segment of distribution was the unfair increase 
allowed, you say ? 

Mr. Rurroven. It was allowed to the manufacturer and was not 
Yallowed to us and our operation cost has increased just as much as the 
Smanufacturer’s. We do not make money in terms of over $600 million 
in 1 year, all of them in the country did not make half that much, half 

as much as General Motors—so, why do they need protection? We 
1eed protection and we beg consideration; we want ie, 

Mr. Evins. You feel that nalp was given to the big-business man 
but not to the little-business man ¢ 

Mr. Rurroveu. Absolutely. 
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Mr. Burton. Before you leave the stand, Mr. Rutrough, I wonder 
whether Mr. McCormick might have any observation. 

Mr. McCormick. Before f go any further, I would like to say that 
our director was most pleased and grateful for your invitation to come 
out at these meetings. He used to be a small-business man himself. 

Now, our law makes it mandatory that industry committees be set up 
to study these regulations and recommend and express their views; 
these industry committees should be composed of a proportionate num- 
ber of small-business men and we are assured that is being fulfilled 
and if there is not any industry that is represented, we would like to 
know about it. 

We are now in the process of establishing a small business office 
within the organization to deal especially with these problems that 
we are discussing today. 

Now, Mr. Raine, briefly turning to your statement, we have had to 
lean very heavily on the trade associations. As you well know, we 
did that during the last emergency and I can remember your splendid 
cooperation in those years, and we want to thank you for that. 

ow, I would like to have you, if it is not too much trouble, 
and since you are going back to Richmond, to write a letter describing 
your questions that you raised in Washington and your experience 
there and we will try to remedy that. 

Mr. Ratner. I will be very glad to do that. 

Mr. McCormick. May we go off the record for a moment, Mr. 
Chairman ? 

Mr. Burton. Off the record. 

(Discussion off the record.) 

Mr. Burton. Thank you, Mr. McCormick. Now, while this comes 
under the Federal Reserve, I believe, rather than the RFC, possibly 
Mr. O’Donnell might wish to make an observation. 

Mr. O’Donneww. Mr. Chairman, I do not believe there is any occa- 
sion for an observation from the RFC with respect to that. 

Mr. Burron. Thank you. I just wanted to give you the oppor- 
tunity. 

Mr. Rarne. Thank you, Mr. Chairman, for this opportunity to 
be heard. 

Mr. Burron. Our next witness is John P. Hughes. Will you come 
forward, Mr. Hughes? 


STATEMENT OF JOHN P. HUGHES, JOHN P. HUGHES MOTORS, 
LYNCHBURG, VA. 


Mr. Hvuenes. Mr. Chairman, my name is John P. Hughes. I have 
been an automobile dealer for about 37 years. I had not expected to 
testify before this committee this morning but I had hoped to do so 
this afternoon. 

Mr. Burron. Well, if you want to make your statement this after- 
noon, that would be very fine. There is another witness in another 
line that we are hoping to get to, we can give you after 2 o’clock, if you 
wish. 

Mr. Hveres. Well, I would be glad to follow your suggestion, sir. 
However, probably what I would have to say might fit right in with 
the testimony you are having at this time. 

Mr. Burron. Well, all right, go right ahead. 
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Mr. Hucues. The automobile business is a business in which the 
most capital is required to operate and the least profit is made. That 
can be verified. It takes more money invested in equipment and ma- 
chinery and one thing or another. 

Mr. Burton. Well, we will accept that, but you might get an argu- 
ment on that. [Laughter.] 

Mr. Hucues. I am not one of those dealers who has been beliding 
fancy buildings because I have never been able to make that muc 
money. 

Now, I am inclined to believe that we are going at this thing back- 
ward, Everybody knows that business people must make a mark-up 
if they are to stay in business. The history of all business failures 
proves beyond doubt that most businesses go broke for lack of mark- 
ups rather than any other single thing. 

Now, we anticipated a cut of 20 percent in production. For myself, 
the line I represent, my main line, I have received in 2%4 months of 
this year just about the same number of units that I received in twenty- 
some days of last year. When you realize that in January—and I 
am speaking specifically—we had a 10-percent increase in wages and 
now we come along with a manufacturers’ increase in cost, with no 
mark-up to cover it—gentlemen, it is just simple old-fashioned arith- 
metic. If you cut volume 20 percent, that generally eliminates profit ; 
and if you increase wages 10 percent, that takes away some of it. If 

ou then increase your cost af piednet with no mark-up to cover that. 


increase, then you take it away again. eae 
My feeling is that the automobile dealers of this Nation, if we are 
to preserve our traditional discount which in times past has been con- 


sidered reasonable at 25 percent, we feel that we must have a 3314- 
percent mark-up on all costs as a minimum. 

Now, the automobile business is not the merchandising of new 
cars, new vehicles, the automobile merchandising business is the buy- 
ing, the conditioning, the selling, the financing, and the service of 
used automobiles. And any time that you deprive the dealer of suf- 
ficient gross profit to have a reasonable operation, to place him in a 
position that he cannot continue to pay his help, where he cannot 
continue to pay his taxes, where he cannot continue to maintain his 
stock on hand—then the answer is—well, he cannot do it. 

My feeling is that the present limitation of margin on automobiles 
is slowly killing the automobile dealer. 

The automobile dealer today is probably the most important unit 
in our Government because everybody depends on transportation. 
When you realize that our Nation is the only nation on this earth 
which overnight could transport its population from one coast to the 
other in case of emergency, you will realize that what I say is true. 

Gentlemen, I do not ask any advice of anybody. All I ask is a fair 
chance, just let me ahead and be honest and play the game 
square. I want to be honest and square, but under the present regu- 
lation you have made the margin so close that some of the dealers— 
well, I have had the opportunity many times to take advantage—I 
did not take it, I may have made a mistake, but I feel better about it. 

Now, I hope that you in your wisdom will realize that it takes a 
minimum of 3344 percent in this business to operate. So, my plea is 
not anything else but that we have a margin which will let us live. 
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Mr. Evins. You realize, sir, of course, that during these periods of 
emergency we are all going to have to tighten our belts and we will 
all have to pinch a little bit. We woul like to have our profits as 
usual, of course; and we are certainly interested in helping small bus- 
iness continue to survive so that it will not go under during these 
times—but we have got to have a little pinch all along the line, have 
we not, all of us, to make sacrifices ? 

Mr. Hugues. That is right, sir, and I think that we have made that 
sacrifice, when we have had a lower volume of production and a 
higher cost of labor and a lower mark-up and higher taxes—we have 
got to pay for all of this stuff. 

Mr. > Base Your principal or main recommendation here to the 
committee is for an increase of the margin of profit ? 

Mr. Hueues. No, sir. 

Mr. Evins. Well, what else do you recommend ¢ 

Mr. Hucues. I do not recommend any increase of profit. 

Mr. Evrns. You are saying you need aa increased margin. 

Mr. Hueues. I said that the traditional discount was 25 percent, 
but that it should be 3314 percent mark-up. That is simple arith- 
metic. I do not peainanandl any more, but I do recommend that at 
least we maintain the same mark-up with increases of cost and lower- 
ing of profit being taken into consideration. Somewhere in between 
there is going to be an elimination of net profit, and there is going 
to be an elimination of that fund from which taxes come, unless we 
do that. My arithmetic may be too simple. 

Mr. Evins. Well, I am sure that the committee is very anxious 
to have your recommendations and we appreciate your recommenda- 
tions, where they can be helpful. 

Mr. Hvucues. We are very grateful to be heard. 

Mr. Burron. Mr. McCormick, do you have any questions or com- 
ments / 

Mr. McCormick. Yes, sir. Mr. Raine, I take it—you very clearly 
brought out, Mr. Raine, the problems in the automobile business— 
I take it that you feel that your problems can be solved by forming 
an industry committee ? 

Mr. Ratner. I think that is needed. 

Mr. McCormick. Well, I want to assure you that that is reflected 
in Washington. I am sure that actions are being taken along that 
line at present and they will certainly be speeded. Thank you for 
your recommendation. 

Mr. Rarne. Thank you, gentlemen. 

Mr. Burron. Off the record. 

(Discussion off the record.) . 

Mr. Burron. Mr. Capron, we will go back to your question, if you 
wish. 

Mr. Carron. My question was, as you will recall, whether our pro- 
cedure in submitting this brief to the admiral was correct, or how 
we are to reach the various procurement agencies of the Government. 

Commander Asner. I was about to offer some comment, but I 
think Congressman Evins has something to say. I would like to hear 
what he has, ; 

Mr. Evins. I merely want to comment that the Committee on 
Small Business has been very active in seeing that the Department of 
Commerce and other agencies of the Government set up informa- 
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tion centers throughout the country to disseminate information so 
that. small-business men could receive information on contracts and 
other essential information. I believe Mr. Dalmas has already re- 
ferred to over 6,000 information centers or outlets. 

Commander Asner. Well, this situation presents just the op- 

site problem. This is not getting Government information to the 
Lansesmenn, but the reverse procedure, getting the businessman’s 
information to the proper spots in the Government. It is my know- 

that there is no central collecting agency in the Department of 
Defense to which you can send a dozen or three dozen brochures of 
that nature where they can adequately be taken care of. Now, as to 
your original letter to the admiral, I do not know, but it is entirely 
possible that he or his organization is the Armed Services Procure- 
ment Planning Office for that particular district in Norfolk. If 
that is the case, I can understand why you might have been led to 
believe that you should go to him to cover all agencies. 

Now, if I may go on for a moment, my suggestion is this. Since 
there is no central collecting agency, the best bet for any community 
group of manufacturers or individual manufacturer is to seek out the 
military procurement officers—and what I have to say applies only to 
the Department of Defense—seek out those procurement officers and 
present in greater detail than I think you have here, what your facili- 
ties are. 

Then, do not let that die, do not send it to them and expect to 
hear something the next week. Follow it up. You see, today, the 
Department of Defense, except in rare instances, has little difficulty in 
satisfying its requirements. That is, there are far more industrial 
facilities available to us than we can use in the immediate or even 
foreseeable future. Consequently, the fellow who gets there first with 
the most and the best deal will be the fellow who will be considered. 

So, now, if you are interested in getting a list of the procurement 
officers who you think might be interested in what you have to offer, 
if you will address an inquiry to the Central Military Procurement 
Information Office in the Pentagon, telling them exactly what you 
have done and asking that they furnish you with a list of procurement 
officers who they think might be interested in the facilities that you 
have available, and then send them directly to those agencies rather 
than to any of the intermediate ones—I recommend that. 

Mr. Rarnr. I think that answers my inquiry clearly. 

Mr. Evins. We might elaborate further upon the excellent infor- 
mational services of the United States Department of Commerce. 
They have these field-service releases and they have the consolidated 
synopses of contract awards of these various procurement agencies, 
of the Quartermaster Corps of the Army and the Navy and the Gen- 
eral Services Administration, they have a list of contracts awarded, 
say, during the week of February 21. 

We have a representative here from the Department of Commerce. 
Would you want to say a few words, Mr. Mundee ? 

Mr. Munver. If the gentleman would address the letter to me at. 
the regional office of the Department of Commerce in Richmond, 
making an inquiry as to whom he should go to in the Pentagon 

suilding in connection with defense orders, we could furnish him 
with a list of such liaison officers, which would facilitate time and 
trouble in going to Washington—although we do not in any sense 
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encourage visits to Washington, as we feel that in the field offices we 
should be in a position to be of great help to the small-business man. 

Mr. Ratner. Thank you very much. 

Commander Asuuer. May I interrupt? 

Mr. Burton. Yes. 

Commander Asner. I suggest to this gentleman that he write to 
both of us. 

Mr. Darmas. And, also, in connection with selling to the Govern- 
ment, we also have the General Services Administration’s representa- 
tive here, which handles civilian procurement for the Government 
as well as a good many items for the armed services. Mr. Chairman. 

Mr. Burton. May we call on you, Mr. Keller? 

Mr. KELLER. Well, Mr. Chairman, I would prefer that Mr. Crothers 
answer any questions. 

Mr. Burton. All right. 

Mr. Crothers. 

Mr. Croruers. Well, we do procure motor vehicles for civilian agen- 
cies. In fact, our office in Washington is the main procurement office 
for such items. So, I would suggest that you send any information 
you may have to us at my office in Washington. Make a note of it: 
that is the General Services Administration, Seventh and D Streets 
SW., Washington, D. C.; and send it to me, John C. Crothers. 

Mr. Ratne. Thank you. 

Mr. Chairman, I think it is only fair to say that I was not as dumb 
as I appeared. I am familiar with all of these various procurement 
agencies. But, I would like to say, as an American businessman, that 
I think the procurement agencies are making it. too difficult for the 
American businessman. As I understand and as you understand, there 
are a lot of people who want to know how they can get into defense 
work, they want to win this war, and it seems to me that it ought to 
be less difficult to find out how to get in. I do not know whether any 
of you gentlemen have had representatives of your communities come 
to Washington trying to see some of these agencies. If you have, then 
you know it is a rather discouraging procedure. 

Now, perhaps, my question was more of a suggestion than anything 
else. Why isn’t it the duty of, let us say, the defense administration or 
someone to make it possible that there be a central agency where such 
information would be on file, where it can all be on file in the same 
place, telling us how to reach the proper defense agency ? 

Mr. Evins. I think that your observation or suggestion is well taken. 
On the other hand, I think that these gentlemen are being very coopera- 
tive in giving us this information as to where you can reach them. 
Ra, Burton. The problem is to get your suggestions directly to 
them. 

Mr. Crorners. There is a central information office for all civilian 
procurement. 

Mr. Rarne. Yes; there is a central information office where I can 
to get information to them, but there is not a central information office 
where the various defense agencies can go and get information. 

Mr. Datmas. May I make an observation here. On December 16, 
1950, the President declared a national emergency. The Department 
of Defense operates under the Armed Services Procurement Act and 
one of the provisions is that when we go into a national emergency, 
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they can go off of advertised bidding; the Department of Defense 
can buy everything that is needed on a negotiated basis. 

That was followed by Executive order a little bit later which came 
along. 

Now; one of the reasons that you do not get information these days 
is because only a fraction of the Department of Defense purchases is 
done by formal advertising which comes out through these outlets. 
It is almost all negotiated, and unless you happen to be in on the 
negotiations—it is negotiation, isn’t that correct ¢ 

ommander Asuier. Well, to a degree. For the record I would 
like to point out that for the first 6 months of 1950 that fraction you 
mentioned was 23 percent by dollar volume. 

Mr. Datmas. Although we did not go off advertised bids for pro- 
curement until December 16, 1950, still it was true that for the fiscal 
year 1950 the Department of Defense bought approximately 27 per- 
cent by formal advertising and the other seventy-some percent was 
purchased by negotiating. 

Now, what we are seeking, what the committee has been seeking 
for all small-business men concerning these negotiated contracts, is 
some way to learn when they are going to be negotiated. 

Now, this brochure that you have prepared, one copy of it ought 
to go to every procurement office in the Department of Defense— 
ordnance, quartermaster, and everybody. That would be 50 or 60 
offices, and it would be filed with each—and then, as the commander 
says, like any other selling job, that would have to be followed up, 
under the present situation. 

There is another agency in Washington that can do it for you. 
The General Services Administration has 10 regional offices and the 
Administrator has placed in each of those offices small-business repre- 
sentatives who are helping supply the information on civilian needs. 
They have a technique that has been very helpful. The Department 
of Defense has an Office of Small Business. Commander Ashler has 
been with that office since the beginning, and I may say for him that 
that office has done a successful job in working out the informal pro- 
gram chat we spoke about before, with 6,000 outlets and in giving 
every possible assistance to small business. 

Now, I think he did not say so, but if you gave him a bundle all at 
once, if you sent it to Washington, he would see that they were dis- 
tributed; but rather than imposing that burden on him, there is a 
list available of all of these offices and any man that wants to sell to 
the tm ger of Defense or General Services Administration indi- 
vidually or collectively should file a brochure within those agencies, 
with a request that he be considered when items in his line are up for 
negotiation. 

r. Moomaw. Do I understand that this gentleman or anyone else 
wanting to ee in those purchases under negotiation—that 
the various departments will notify him that at a certain time pur- 
chases will be negotiated ? 

Mr. Datmas, No, sir; they would not do that. 

Mr. Moomaw. How are we going to know that those are negotiated ? 

Mr. Datmas. Well, you will not, unless you get a letter of intent 
to negotiate. I may say that a great deal of those negotiations are 
advertised bid procurement, without the advertising. That is, they 
invite 15 or 20 people to submit a price and they quite often give it to 
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the lowest one, very often they take the lowest price. Now, they do 
that, they have that procedure because of security reasons. But, to 
answer you, you have no way of knowing, unless you knock on the 
door and have those brochures filed. 

Mr. Moomaw. Would that not mean that you would almost have to 
have a representative or what not to make contacts with them daily? 

Commander Asuier. Mr. Chairman. 

Mr. Davmas. Off the record. 

(Discussion off the record.) 

Commander Asuter. I think that this is an opportunity to bring 
this to the attention of the members of the Small Business Committee, 
as well as to the small-business man himself. There is a great deal of 
misunderstanding about procurement by negotiation. 

Unfortunately for the American people, negotiation means buying 
without invitation and nothing is any further from the truth today 
than the absence of competition in our procurement. As a matter of 
interest, I have already told you in other words, it is a buyer’s market 
and the competition from business, considering the facilities available, 
is very much keener than we ever anticipated. 

The fundamental difference between advertising and negotiation is 
this: In advertising we broadcast our requirements to industry at large 
and anybody who thinks that he can satisfy those requirements has the 
prerogative of sending in a proposal to the procurement agency and, if 
his price is attractive, only then will the agency make an effort to 
determine whether or not he can actually do the job that he says he 
can do in the time that is allotted. 

Now, in negotiation we also advertise our requirements but to a 
restricted group. That group is limited to three categories. 

The first is the man who has demonstrated by his past performance 
that he can do the job. There is no better way of learning that he can 
do it than knowing that he has already done it. 

The second group is the group who by national reputation we know 
can do the job. 

Thirdly, are those new enterprises who have never done business 
before but who have taken the trouble to acquaint the proper procure- 
ment offices with their facilities and manpower and who have con- 
vinced them that they can do the job. 

Now, most businessmen today are in that third group, because most 
of you have shied away from Government business, looking at that as 
the last resort; consequently, you have not participated before. 

So, I urge you and tell you that you can no longer sit back and wait 
and read what they are buying in the newspapers or in the commercial 
services or or in the Department of Commerce releases. 

We look upon the Department of Commerce release as a temporary 
aid to the businessman until he learns which of the defense procure- 
ment offices repeatedly buys the sort of items or line of items that he 
feels he can make; and once he recognizes that situation, he goes to 
that agency and presents to them in an intelligent and factual fashion 
lis capabilities, and convinces them that he can do it better than any- 
body else. Then, instead of learning about it by reading these re- 
leases, he will learn about it by receiving a request for a proposal to 
negotiate or an invitation for bids, as the case may be. / 

Mr. Evins. Commander, we know that you have your established 
sources of supply and your reliable and responsible processors or pro- 
ducers with whom you have had experience. 
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But, you do assure this committee and you do assure these gentle- 
men here today—or do you not—that small-business men, if they bring 
a brochure and if they will come to you, will have a fair chance and a 
fair hearing and fair treatment in that regard ¢ 

Commander Aster. Sir, that is the sole mission in life of my office, 
to assure businessmen that opportunity. 

Mr. Burton. I think you vars made that clear. 

Mr. Capron. I want to thank the commander. I was hoping that 
if I kept on needling somebody long enough, I would get exactly that 
statement. I would suggest that in each community that you go to if 
someone will bring out the thing in detail as the commander has 
done, it will be a wonderful thing for the American businessman. 
Thank you. 

Mr. Burton. Thank you, Mr. Capron. 

Mr. Assrrr. Off the record. 

( Discussion off the record.) 

Mr. Burton. We will adjourn until 2 o’clock. We have run a little 
over our time because we figured that many of you had come quite a 
distance and we wanted to utilize the time as best we can. We will 
reconvene promptly at 2 o’clock. 

Mr. Larry McWane, of the Lynchburg Chamber of Commerce, has 
been kind enough to extend an invitation to the men from the Govern- 
ment to be at the Virginian Hotel as their guests at 12:30. That will 

uire their being there promptly. 

Ve will be ready to resume business at 2 o’clock. We sincerely trust 
that you will all be back again promptly because we want everybody 
to be heard from, but we have our time limitation. There are ques- 
tions yet to be answered that have already been brought up; there 
will doubtless be further questions. 

(Whereupon, at 12:15 p. m., a recess was taken until 2 p. m. of the 
same day.’ 

AFTERNOON SESSION 


(The subcommittee reconvened at 2 p. m. at the expiration of the 
recess. ) 

Mr. Burron. We will call the meeting to order. We are about 
1 minute ahead, but we want to get underway, and in the interval 
I would like to present another member of the committee who was not 
present here this morning, Mr. Charlie Halleck, of Indiana, who is 
the ranking minority member of the Small Business Committee. He 
was majority leader in the Eightieth Congress and is the minority 
leader in this present Congress. I will not attempt to predict beyond 
that, except that I hope that he continues to be minority leader. 

[ Laughter. ] 

Mr. Burron. Now, Charlie Halleck, we would like to have a word 
from you, by way of introduction. 

Mr. Hatteck. I am sorry that I was not here this morning, but I 
just could not make it. But I am on hand now and I would be glad 
to hear anything you people have to say this afternoon and I will look 
over the record of the transcript to see what transpired this morning. 

I am quite sure that we are Marae the sort of cooperation that we 


want to have in trying to determine ae ae the problems of 


small business and what collectively might be done about them by 
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those of us in the Congress and those in the agencies in Washington 
who deal directly with small business. 

I am glad to be down here in Virginia. As I said at the luncheon, 
I am glad to be here with my colleague who has served you so well 
and so ably and with such high integrity in Washington, my good 
friend Clarence Burton, and I think I possibly should repeat what I 
said there, that if we have to have Democrats in Congress, and I sup- 
pose we do, well, I hope that you will keep your man there for a long 
time. 

[ Applause. ] 

Mr. Burton. Off the record. 


STATEMENT OF ARTHUR G. CORKERY, SPUN FIBERS, INC. 


(Discussion off the record.) 

Mr. Burvon. We will now recognize Arthur G. Corkery, of Spun 
Fibers, Inc. 

Mr. Corxery. Mr. Chairman and Congressmen and representatives 
of the Government ncies, I want to thank you for the privil 
of being here. I would like to proceed with this paper that I would 
like to have you consider. 

If the pattern of other small manufacturers follows that of the 
woolen and worsted industry, the importance of Government 
business cannot at this time overemphasized. And while this 
paper will be confined to textile operations—wool—it seems likely a 
parallel may be traced in other types of business where the influence 
of Government commitments sashes machinery activity. 

During the Second World War, Government buying was on a na- 
tional scale proportionately distributed among both large and small 
mills. This was due to the vastness of their requirements and the 
independent manufacturer, or family owned mill, wasn’t jeopardized 
by the competition of larger manufacturing corporations. Machin- 
ery was taxed to its utmost with demands for production and more 
production. “What quantity?” and “How quickly can it be deliv- 
ered /” were common questions of the day which, textilewise, were in 
direct contrast to the late spring of 1950. At that time, the woolen 
and worsted industry was running on a curtailed basis; faced the 
prospect of a further decline in operation. Fine domestic top, the 
raw material for many independent worsted sales yarn spinners, was 
selling around $1.95 to $2 per pound, while the same quality made 
from Australian wools was approximately 10 cents per pound higher. 
During the first couple of weeks in June, business continued to lag. 
This point is emphasized because an active civilian market seemed 
unlikely. Trade papers were describing as “slow” the conditions of 
the women’s wear market, with a similar situation existing in the 
knitted outerwear, men’s wear, and other fields. An abrupt change 
came with the outbreak of war in Korea and while business did not 

ick up immediately, there was a great deal of speculative buying. 
Much of it was the result of the Government indicating the possibil- 
ity of their placing large orders and the threatened sho of wool 
forced buying beyond normal seasonal cnommepten tas active 
purchasing period extended from the latter part of June to the Ist 
of September, most of it being for civilian use. 
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The anticipated broad-scale Government activity failed to material- 
ize though there was one serge contract bid on August 11, a 3,300,000- 
yard procurement with $4.7914 per yard the lowest price bid. This 
refers to the 18-ounce fabric, and to digress for a moment, it might 
be well to note some of the earlier purchases made from both self- 
contained and nonintegrated mills. Price fluctuations are quite evi- 
dent with fall 1947 finding 414 million yards being contracted at the 
cut-off price of $5.1214 per yard. In this instance, the spread went 
from the lowest bid of $4.60 to the highest at $5.88 per yard. In 
July 1948, 5,303,000 yards were bought at from $5.19 to $5.38, and 8 
months later, March 10, 1949, 4,000,000 yards were procured under 
$4.55 per yard. In July of that year, with mills generally scratching 
for business, one New England manufacturer was awarded a contract 
for several hundred thousand yards at $3.65. The decline in price is 
to be noted because it bears out the importance of Government busi- 
ness. In an effort to obtain it, cost sheets were revised downward 
and the customary savings that mark such a period went into effect. 
The next invitation found prices even lower due to increased inactiv- 
ity in civilian outlets and on October 1, also 1949, 1,700,000 yards 
sold between $3.39 and $3.5714. It is in times like those, days when 
business is bad, that the mills with limited capacity are hard put to 
find ways and means of preventing the vertical units from taking all 
the Government business offered. Since that period, prices have ad- 
vanced materially though at the present time competition is equally 
keen. Many mills sought business in January 1951, when serge con- 
tracts were placed at $7.44 per yard, and during this month, March, 
when further awards were made at $8.30. 

It must be acknowledged that recent Army and Navy procurements 
have been quite substantial; for the most part their orders have 
gone to integrated mills due to the ability of the latter to quote prices 
lower than independent nonintegrated units. It is difficult to quarrel 
when contracts are given to the lowest bidder though, following such 
policy throughout the manufacturing world, can readily work hard- 
ship on small business. 

n normal times, the independent mill has an opportunity to run 
profitably by taking advantage of styling, displaying resources and 
ingenuity of one kind or another that provides business. However, 
in times like the present when designing, pattern work, and so forth, is 
unnecessary, when it is simply a case of manufacturing cloth accord- 
ing to Government specifications, when looms are principally occu- 
pied with a certain standard fabric, the small manufacturer is hard 
pressed to meet the competition of his larger brothers. Its adverse 
effect is felt by all those engaged in nonintegrated operations whether 
it be spinner, top maker, weaver, commission finisher, or any other 
who contributes to the over-all picture. 

It can reasonably be admitted: that Government action works a great 
force in today’s textile operations. When a buying program was 
indicated, speculation in wool and articles made therefrom continued. 

From the price of $1.95 to $2 a pound already mentioned as the level 
at which 64s domestic top was selling in late June, it advanced to 
around $3.15 per pound by September 1. 

At this point everything stopped, at least so far as it concerned 
sales yarn spinners taking business. They ran machinery on orders 
entered during July and August. 
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To illustrate with concrete example the pattern of most sales 
yarn spinners, one case will be cited: It concerns an independent 
—— with production of about 60,000 —, per week. Duri 

uly and August this mill had no trouble booking business far a 
of its ability to produce but in the period from September 1 to the 
latter part of November, approximately 12 weeks, it sold a total of 
something around 50,000 pounds. It operated due to the commitments 
made during July and August, but by the Ist of November was forced 
to run on a part-time basis. 

At that time, a great deal of intermediate selling took place. Con- 
fidence in the market waned. Government orders were not forthcom- 
ing as anticipated, but nonetheless there was a precipitate rise in 
the cost of Australian wools. This occurred when the auctions opened 
in September and much yarn was traded by people who had bought 
beyond requirements. Spinners were undersold by their own cus- 
tomers. Despite the dearth of business, wool prices continued to ad- 
vance because of international activity, but the broad ‘scale interest 
in domestic speculation had died. That it was closely allied to 
Government buying is supported by the fact that since then pro- 
curements have been accelerated and, because of this increased ac- 
tivity, top suitable for Government fabrics is currently quoted at 
from $4.45 to $4.80 per pound depending on type, origin, and other 
conditions common to the trade. 

Mr. Hatueck. Is that cloth or wool? 

Mr. Corxery. That is the raw wool in the form prepared for spin- 
ning operations. 

Mr. Burton. That is the combed wool? 

Mr. Corxery. That is right. By the way, $4.45 to $4.80 is com- 
parable to the $1.95 to $2 price that existed back in June. 

The race for Government business is more keenly contested today 
because conditions warrant cultivating this customer. In textiles and 
other types of business, credit exposures are at an all-time high, 
working capital requirements have increased threefold, selling has 
become selective with prime risks getting first consideration. This 
is another phase of the subject on which time won’t permit dwelling 
but a prime or subcontractor showing receivables from United States 
Government business, is credit-wise more favorably regarded. This, 
despite the fact that the Government is not notorious for prompt 
payment. 

Another question concerns the scarcity of wool, just how short is 
it, will it be rationed or otherwise distributed under Government super- 
vision’ Following this line of reasoning, many manufacturers, small 
and large, want to build their production around an assured supply 
of raw material; Government contracts provide this assurance. 

If too much emphasis seems to have been placed on the requirements 
of the Services, please remember that for some weeks new civilian 
business has been at a standstill. Restrictions imposed by the price- 
freeze order brought civilian buying to a halt. Uninterrupted pro- 
duction was threatened, and as time passed with no amendment to the 
original freeze regulation more and more manufacturers turned to 
procurement offices. This seemed their immediate salvation, and 
area it one step further, may find it the economic lifeblood of the 
“small fellow.” Unquestionably, the Government is cognizant of the 
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burdens competition sometimes places on it, and unquestionably it will 
be borne in mind as awards continue to be made. 

Just before closing it is well to note that the serge and fine wools 
referred to are only a barometer by which other branches of the 
industry may be measured. Many sales yarn spinners cater to the 
knitted outerwear, hosiery, underwear, and other trades requiring 
wools of various types, the product of both woolen and worsted 
machinery. These fields are highly studded with well-managed, well- 
regarded organizations numbering into the hundreds. Many of them 
would fall into the small-business category. They cannot be over- 
looked ; are an integral part of the textile world, but to avoid confu- 
sion only one branch has been used as a yardstick by which all may be 
argeeeot 

hank you. 

Mr. Burton. Thank you, Mr. Corkery. You have drawn our atten- 
tion to some of the problems of your industry, an industry that is con- 
fronted with acute problems in the present situation, along with the 
rubber industry, the aluminum industry, and other metals. I have no 
doubt there will be a number of questions for you. Mr, Evins? 

Mr. Evins. I want to ask Mr. Corkery to what extent has his com- 
pany participated in Government contracts since the emergency was 
declared last December. 

Mr. Corkxery. Well, within the past 4 weeks we have been forced 
to probe fields other than the ones that we ordinarily cultivate because 
the opportunity for doing business in our normal market does not 
exist. I am talking now—you are speaking of Government business? 

Mr. Evins. Yes. 

Mr. Corkery. Well, the normal market does not exist. For exam- 
ple, to trace it briefly, you take an integrated mill that buys the wool 
and produces finished cloth, they are set up for a complete operation 
in which the nonintegrated mill plays a part, together with each 
manufacturer that contributes to their operation. 

Mr. Evins. I believe you stated that your normal course of sales to 
civilian customers has been restricted or retarded considerably since 
the freeze. 

Mr. Corkery. Mr. Congressman, I am very glad that you raised 
that point because I would like to direct my answer to Mr. McCormick, 
if I may, please. 

Mr. Evins. Go right ahead—if it is all right with the Chairman. 

Mr. Burton. Yes. 

Mr. Corxery. The efficiency with which the OPS stops business 
could not be qualified as 100 percent, that would be understatement— 
it exceeds 100 percent, they really stop it. 

Mr. Evins. But you are receiving some business from the Govern- 
ment through defense orders at the present time ? 

Mr. Corkery. Yes; we are receiving them. we have to, if we want 
to operate—but we cannot do it, we cannot do it with the yarns that 
we normally manufacture. In other words, we are primarily a worst- 
ed-yarn spinner, or fine-quality wool, and that is the way our opera- 
tion is set up, to run esdgitanitadty and efficiently. 

Mr. Evins. Well, what has been your experience in dealing with 
the Government in respect to sales to the Government ? 

Mr. Corxery. Well, we appear only as subcontractors. 
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Mr. Evins. Not prime contractors? 

. Corxery. No; and there are many of us, there are many sub- 
contractors. The prime contractors, the so-called small-business prime 
contractors, are having an exceedingly difficult time obtaining Gov- 
ernment business. 

Mr. Evrns. Well, you are a small manufacturer ? 

Mr. Corxery. That is right. 

Mr. Evins. And you say that you are receiving subcontracts through 
Government sources at the present time? 

Mr. Corxery. That is correct. 

Mr. Evins. Well, now, to what extent ? 

Mr. Corxery. Well, it would be a good bit like an automobile fac- 
tory retooling, and we have had to change our policy. In other bing 
we cannot manufacture and continue in business with the type o 
yarns that it has been our custom to make. 

Mr. Evins. You are retooling, so to speak, to be able to supply the 
Government’s demands? 

Mr. Corxery. That is right, and that has come about only in the 
last 3 or 4 or 5 weeks, you see, and it has to do with the fact that the 
price is frozen on civilian . 

Mr. Evins. Mr. Chairman, let me ask the gentleman one further 
question. 

Mr. Burton. Proceed. 

Mr. Evins. What specific recommendations do you have to make 
to this committee relative to relieving the situation of the small tex- 
tile manufacturer? What specific suggestion or recommendations 
would you like to make to the committee 

Mr. Corkxery. Well, let me give you an indication of what I mean. 
Here is—and I am using this only as an illustration—here [exhibit- 
ing document] is an invitation for 5,300,000 yards. 

Row, it seems to me—of course, as the commander understands, the 
Government method of doing business has changed recently, as he 
has said, and it is not quite as—well, open-handed would hardly be 
the term to use, but you do not get as much information from them 
either prior to or after the bids have been made—but it seems to me 
that in a 5,000,000-yard invitation, where you have 9,000,000 to 10,- 
000,000 pounds of clean wool involved, that there might be an oppor- 
tunity for the nonintegrated mills to bid on it. 

Mr. Evins. In other words, you feel, I take it, that their require- 
ments should be broken down into smaller lots so that the smaller 
fabricators could qualify for fulfilling certain orders? 

Mr. Corker. Well, I am not qualified to say that it would work to 
their interest, but the commander knows that when word gets out 
in Boston that the Government is going to place 5,000,000 yards, you 
may be sure that the wool men are going to concentrate on di 
of 10,000,000 pounds of wool, are going to get—well, Commander, the 
price that you are paying, $8.30, or it may be down a little bit below 
that, I thin 

a Asner. I do not have any idea, I have not bought any 
recently. 

Mr. Corxery. Well, anyway, for argument’s sake suppose you paid 
a high of $8.60, 4 or 5 weeks , then it drop to $8.30 and now it 
is down to probably $8.18 or $8.20, in around there—the point, you 
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see, that I am trying to put over is that the moment those large in- 
vitations are published, naturally they are going to make it, you see, 
at a price that represents a se i substantial profit to them. But, if 
in the first place your little fellow could be taken care of with 20 
percent or 15 percent of the entire procurement, and if you let him 
make his bid—and, now, don’t forget that he can bid reasonably low, 
with the business set-up as it is yy! and he is making every effort 
to do so because the civilian end of the business has gone—and some 
ple in the trade are wondering if there was an arrangement 
tween OPS and the Services as to whether your poe will continue 
with the order as it was originally written until the Services have 
procured all that they want and then they will come out and clarify 
the thing and stop the confusion—if you will recall, on January 25, 
we were frozen, as of that date, then we have not been able to do 
business. 

Your order originally read that a manufacturer was frozen—this, 
by the way, is my interpretation and I can be corrected, you under- 
stand—the manufacturer is frozen at the level of delivering goods 
during that period. If he did not deliver goods—and this.was rather 
loosely drawn—if he did not deliver goods, then the price at which he 
offered in writing. 

Now, that came out, if I recall correctly, on a Saturday. Well, on 
that week end half the industry was writing and getting letters back, 
“I offer you so-and-so at such-and-such a price,” and, “Dear Joe, this 
is it. 

Well, on Monday morning the OPS must have considered that those 
did not constitute anything substantial enough to establish ceilings 
on, so thereafter it was agreed that the notice in writing was not 
effective, and subsequently 10 percent of your production had to be 
sold at the level which established the ceiling. 

But the unfair part of that to the small manufacturer, and to the 
large one, too, as far as that goes, is that he may have sold his produc- 
tion on the basis of the price ceilings established by the original order, 
which was higher than this 10 percent. 

Mr. Burton. Mr. Evins, will you yield? 

Mr. Evtns. Yes. 

Mr. Burton. The OPS has a representative present who may an- 
swer some of your questions and at the same time probably he may 
propound questions to you; probably also the commander would like 
to make some comment. First, Mr. McCormick. 

Mr. Leo McCormick. Thank you, Mr. Chairman. 

It so happens that I believe sincerely that as much time has been 
spent on this problem within our shop as upon any problem that we 
have ned not only from the level you speak of but down to the basic 
material. 

The best that I can tell you right at this point is that all possible 
effort is bei alge to it right now for solution. It is being worked 
out. We feel that we have tapped into the best information available 
in the country. Of course, as you know, it involves many other 
agencies. We are anxious, and I know the Director is, to get an 
equitable adjustment in this matter. 

Now, you have brought out three or four points which certainly are 
very worthy of consideration, and they will ie relayed 
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Now, on the point of obtaining more defense production, I honestly 
cannot comment on that. 

Mr. Corkrry. Well, thank you very much. The machinery is grad- 
ually running out and unless something is done promptly—I know it 
is not your intention to have the equipment stand idle, but that is 
threatened simply by the freeze. 

Mr. Burton. Do I understand that a large portion of the industry 
will be at a standstill unless rulings are forthcoming very shortly? 

Mr. Corxery. Well, Mr. Chairman, I wouldn't say a large propor- 
tion because, you see, so many mills are now making a concerted effort 
to obtain Government business. 

Mr. Burron. Well, is the Government business enough to go 
around ¢ 

Mr. Corxery. No, it is not. There is not enough Government busi- 
ness to occupy the output. It is not comparable to the last war, by 
any means; no, 

Mr. Burrox. Commander Ashler ? 

Commander Asuier. Well, first, I would like to assure the witness 
that there was no collusion between OPS and the Department of De- 
fense. I am speaking for only one party to the agreement 

Mr. CorKERY. Commander, I particularly avoided the word “col- 
lusion.’ 

Commander Asner. And I would like to consider that a little 
farther, because you expressed a thought that perhaps OPS was put- 
ting your civilian business on the rocks until we got our orders filled. 

I think it is only fair to tell you that we do not need that sort of 
collusive effort, shall we say, from OPS, for two reasons. 

First, to the best of my belief and knowledge, the Selective Service 
Act is still on the books and that provides for the issuance of manda- 
tory orders. That authority was reiterated to the President in the 
Defense Production Act, wherein we can go to you and tell you what 
you will furnish. 

Today, because of the facilities that are available to us, we have 
had to issue no mandatory order under the Selective Service Act and, 
to the best of my knowledge, we have not gone to any company in the 
industry and told them what they were to do for us. 

I think that there was a little misunderstanding between the Con- 
gressman and yourself or I believe the Congressman misinterpreted 
your remarks to the extent that he thought you were seeking to have 
the military departments break down their procurements into reason- 
ably small lots so that small business could participate. 

On that point I would like to tell the Congressman, first, that is 
part of the armed services’ procurement regulation, that all of their 
procurements will be broken down where it is feasible, into sufficient 
small lots so as to permit participation by small business; secondly, 
any businessman, be he large or small, reserves the prerogative, 


unless otherwise deprived of that prerogative in the invitation for 
bids, to bid for all or any part of the quantity required—so that both 
points from your point of view are already covered. 

I think what the witness was seeking was rather a selective placing 
of contracts to small industry first. At the moment there is no law 
on the books nor anythiay pending which would permit us to make 


that selective placement of contracts with small business, just because 


it is small. 
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Now, the last thing that you brought up in answer to the chair- 
man’s question as to the quantity of defense business available and 
whether or not it could absorb the slack in your industry, with the 
chairman’s permission, I would like to make a general observation. 

Mr. Burton. Very well. 

Commander Asner. Many businessmen do not understand what 
is going on. Too many businessmen are looking to 1951 as another 
year like 1944. Now, just to give you some brief statistics, the 
reason I feel why it is not like the year 1944: 

In that year the Army and Navy were spending at the annual rate 
of $100 billion for materials and supplies. 

Today, in 1951, our total military appropriation including all of 
the supplemental requests currently granted and not including the 
one which the President intimates that he will ask for, according 
to this morning’s paper, of $9 billion or $10 billion more—we have 
only $42 billion. 

Now, all of that $42 billion is not going for supplies. Ordinarily 
about 50 percent of the military appropriation is spent for materials 
and supplies, the balance going for maintenance, operating costs, 
salaries, and so on. 

I think that today the impact of defense spending on the national 
economy is, in my personal opinion, less than one-fourth of what it 
was in 1944, and about one-fourth of what everybody was expecting; 
and if I may quote the New York Times of this morning, they claim 
that in the next 6 to 12 months defense spending will approximate 
20 percent of our national production. 

That is all I have. 

Mr. Burton. Thank you very much. 

Mr. Corkery. Well, I have just one question. 

Mr. Burton. Proceed. 

Mr. Corxenry. If I may take the time—I know that there are many 
people here and I know that you are anxious to hear everybody. 

Mr. Burton. Go ahead; proceed, sir. 

Mr. Corxery. Well, Commander, would you say that if there was 
legislation that provided for, let us say, 10 percent of Government 

rocurement would be first invited among small business, it would 
1elp small business. 

Commander Asuier. Not being a small-business man, I am not in a 
position to say whether such legislation would be of definite assistance. 
T can say that it is very undesirable from the Defense procurement 
officer’s point of view, if he is required by law to let any particular 
percentage of a total contract to small business. We would be in 
tough shape if, for example, we had to let 20 percent of our tank 
program or aircraft program to small business. 

Mr. Corxery. Yes, I see. 

Commander Asuer. If something like that was passed, it would 
have to be applied with extreme caution to specific areas. 

Mr. Corxery. Well, in the case of fabricators, for example, where 
they are rigidly described and where they undergo sharp inspection, 
if they were inviting 5,000,000 yards, and if the first million was split 
up among the smaller units, don’t you feel that small business, as 
such, would benefit without, at the same time, hurting in any sense 
the services? 
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Commander Asnuzr. Well, I think you have to bear in mind in 
answering that question that the primary responsibility of any mili- 
tary procurement officer from his point of view, and the taxpayer’s 
point of view, is to get the material he needs in the time required, at 
the best price to the Government. 

Now, then, if your proposal will give us that, then I am for it 100 
percent; but I am inclined to think that we may find our price 
through such pro~urement might be somewhat higher. 

Mr. Corxery. Well, that might be true in some cases, I am glad 

ou raised that point because there are a lot of times when the reverse 
is true. Of course, in the last war the independent manufacturer 
was allowed a differential of approximately 15 percent but, as you 
know, that was due to the urgency under which everything was 
needed. Now, today, that is not needed, and I do not think that the 
want their business run on the basis of a CCC camp, but I do thi 
that they would like to have an opportunity to bid among themselves, 
possibly, before all of that 10,000,000 pounds have been optioned. 

Commander Asuter. I understand your point of view. 

Mr. Corxery. It might give them an opportunity that today does 
not exist. 

Commander Asutey. There is no denying it will give them an 
opportunity, but I am trying to think what it will do to the course 
of military procurement. 

Mr. Corxery. Well, let us take today. Things are frozen, as far 
as civilian business goes. Suppose a man has a weaving unit. He can 
very well go to a spinner and say, “Look, it is a question of either m 
running my mill or closing down. I am not interested in profit. i 
am interested primarily in occupying my machinery. Now, you are 
going to have trouble sometime in disposing of your production in 
civilian channels so, therefore, why cannot we work together, you 
cut your profit and I will cut mine, and we will go into the Procure- 
ment Office and in that way we will obtain some business that we will 
otherwise miss?” 

Commander Asner. Well, why cannot you do that under the cur- 
rent system? If you and the other get together and sharpen your 
pencils as you suggest, you should have just as good a chance today 
as under the arrangement you propose. 

Mr. Corxery. Except for this, that the large units may have an 
inventory of 3,000,000 pounds of wool. Take American’s recent Navy 
order—what was it, $5.56? 

Commander Asner. I could not tell you. 

Mr. Corxery. Well, it was really down. Before the independent 
manufacturer had an opportunity to cover his wool requirements 
with an option, an announcement of the invitation was known and 
the price had gone up. 

Now, I think that Mr. McCormick will support me that at one time 
I believe they had a $4.55 ceiling. Well, before the machinery could 
be set in motion to establish that price, wool had gone up another 25 
or 30 percent and they had to dump the whole idea out of the window. 

In principle, that is the point I am trying to establish to you, that 
if some of the smaller manufacturers had an opportunity prior to 
the big bulk of business being placed, that they might be able to 
arrange a more attractive option than the way it is handled now. 
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Commander Asuuer. Is that not true in any industry where the 
procurement of raw materials is in the open market? — 

Mr. Corxery. Yes. And, carrying further your line of reasoning, 
with which I am in complete accord, the price might be at the same 
level. I don’t know. But the smaller manufacturer, where he might 
have 100,000 or 200,000 pounds that he is willing to use as an average 
in order to obtain business—I agree with all that but, of course, it 
is difficult for them in these days. Now, Botany took a Navy contract 
the other day, you know—— 

Mr. Burron. Will you kindly excuse me, sir? We have developed 
some very important facts and we would like to continue but if you 
do not mind keeping the chair and letting us interrupt you for about 
5 minutes, Mr. Wil iam T. McCormick of the ECA has to catch a 
plane and we would appreciate it if he could get in a 5-minute state- 
ment that he would like to put in the record. 

Mr. Corxery. Surely, sir. 

Mr. Wimu1am McCormick. Thank you, Mr. Chairman and members 
of the committee. 

I welcome this opportunity to make this statement, to call the atten- 
tion of the businessmen in this area to some of the services that we 
have in the office of the Economic Cooperation Administration. 

This Administration, as you know, administers the Marshall plan 
and the Mutual Defense Assistance Program. 

Now, we have developed in the Office of Small Business certain 
types of information. By virtue of the fact that we are not a pro- 
curing agency and because of the fact that as such we do not procure 
and because we have followed the intent of Congress to the letter, 
keep the channels of trade open, we have developed various pro- 
curement information with respect to the Marshall plan and Mutual 
Defense Assistance orders abroad. 

We are currently disseminating throughout the country through the 
Department of Commerce field services and through the field coun- 
seling offices and through the representatives of banks, commercial 
and trade associations information for the small-business man inter- 
ested in getting in on the Marshall plan orders and orders under the 
Mutual Defense Assistance Pact. 

You can address any inquiry to the Small Business Office, Economic 
Cooperation Administration, Washington, D. C., particularly to my 
attention, and we will be very happy to place you folks on the mailing 
list to receive this advance information. 

In the event you do not want to write direct, you have at your dis- 
posal the Department of Commerce field offices, which are acquainted 
with the publications and acquainted with the information that we 
have to offer. 

I might say that Congress in imposing this amendment on the 
Economic Cooperation Administration through the Foreign Assist- 
ance Act, directed the Administrtaor to make available to American 
small enterprises information sufficiently far in advance so as to allow 
those enterprises to participate, That is, frankly, what we are doing 
and that is precisely the limitation of our charge. 

However, there is one exception with regard to procurement, and 
that is with respect to the southeast Asian program. At the time 
Korea happened, ECA was charged with the administration of the 
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southeastern Asian program and as such, because of the fact that 
normal channels of trade had not been rejuvenated, we looked to the 
General Services Administration to do the procurement in that field. 
Consequently, you will see in the economic synopsis of Government 
procurement information, reference made to the General Services Ad- 
ministration which encompasses southeastern Asia. 

In addition to that, we have also arranged with the Department 
of Commerce to put’ in that synopsis of Government procurement 
information certain types of normal-channel trade information, that 
is, not Government purchasing, with a leave-time factor of a minimum 
of 4 days. We have published small-business circulars containing 
this information, and that is available to you for the asking. So, any 
among you who are interested in participating either directly or in- 
directly in these foreign-aid programs might well address a letter to 
our Office of Small Business. 

There are several ways of getting information with respect particu- 
larly to indirect information. We are presently in the process of com- 
piling a directory for businessmen tho do not want to participate 
directly but would rather turn matters of export trade over to a bona 
fide agent. 

We are also issuing periodically a list of prime American contrac- 
tors doing foreign wae: which is a good list for subcontracting work. 

We feel because of the fact that ECA generally has expended some 
$11,000,000,000 to date since its inception that American small business 
could and will under this Mutual Defense Assistance Pact participate 
in some of these programs. 

We have made a cursory review of some of the most recent statistics 
based on bank letters, letters of credit pursuant to our letter of com- 
mitment, and we have found that American small business is par- 
ticipating to the tune of 20 or 25 percent. 

I am not going into all of this any further, except to show you that 
we do have information that is available to you. 

Thank you very much, Mr. Chairman. 

Mr. Evins. If I may propound one question. What is your agency 
doing with — to giving advance information with a sufficient 
time lag for a businessman, small-business man, to participate? In 
other words, if thetime is of short duration, that time might be con- 
sumed before the small-business man would have had an opportunity 
to participate. 

Mr. Witt1am McCormack. We have asked our mission abroad, some 
17 of them, to inform us at the time that the importers apply for im- 
port licenses, with the idea that the American business man would be 
given enough time to participate. With respect to the Department 
of Commerce synopsis of Government procurement, they have fol- 
lowed the rule of 21 days’ leave-time factor. Small-business men who 
have exporters, have informed us that there is sufficient time, even 
less than 21 days is sufficient time, to cable offers on these particular 
purchases. 

Mr. Burron. Are there any questions on the eer of the govern- 
mental agency representatives that they would like to propound at 
this time or questions by anyone in the audience for consideration ? 

(No response. ) 

Mr. Burrow. If not, we wish to thank you, Mr. McCormick, and we 
hope that you make your plane all right. 
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Mr. Witi1am McCormick. Thank you. 

Mr. Burron. We will now hear further from the witness. 

Commander AsHuer. Have you finished ¢ 

Mr. Corxery. I have nothing further. 

Commander Asuuer. I think that the thought that the witness has 
propounded has some merits, but it is something that must be explored 
very carefully before we accept or turn down his recommendation. 

Mr. Hatxieck. At that juncture, if I may intervene, if I understand 

ou correctly, apparently from what you say the wool-producing 
industry of the country is greater than is necessary to meet defense 
and civilian requirements. 

Mr. Corxery. It is at the present time, yes. 

Mr. Hatieck. At the present time? 

Mr. Corxery. Yes; it always has been, Mr. Halleck. 

Mr. Hatuieck. Now, then, there are just two categories where the 
small fellow like yourself can get business; that is, either with the 
Government or meeting civilian requirements? 

Mr. Corxery. That is right. ell, you see, in normal industry, 
as I tried to point out, some mills are unsuccessful because of their 
styling or the type of fabric that they are making, and so on and so 
forth. Your larger mills, your larger corporations make the standard 
fabrics. The-women’s wear 

Mr. Hauieck. Well, the Government would not buy much of that 
sort of material. 

Mr. Corxery. No, I am just trying to distinguish how in normal 
times a small unit may operate profitably in the civilian trade. 

Mr. Hauieck. Well, I happen to be acquainted with the New Eng- 
land operations, the names of which your probably would know 
right off. 

Now, as I understand it, you agree with the Commander that the 
Services in their procurement are breaking the orders down. 

Mr. Corxery. That is right. 

Mr. Hautieck. I recall that in World War IL, as a member of the 
Small Business Committee, I found out, for instance, that orders 
would be made for trousers in such big numbers, so many, that none 
but the biggest fellow could ever fill the orders or bid. I am glad 
to hear that that situation does not prevail now, because that is an 
effective way to shut out the little fellow. 

Now, specifically, because apparently much of your relief ought to 
be in the direction of supplying the civilian demand, just specifically, 
what is it that is putting the squeeze on you ? 

Mr. Corxery. Well, there are two things. One ties in with OPS. 

Mr. Hatiecx. Well, let me ask you, is the price of the woolen goods 
you buy at a given level ¢ 

Mr. Corkery. Yes. 

Mr. Hatieck. How about the wool ? 

Mr. Corxery. The wool is not. 

Mr. Burton. Where is the price of wool set ? 

Mr. Corxery. The wool for civilian use is frozen. 

Mr. Hatieck. When you say “wool” you mean woolen goods? 

Mr. Corxery. No; wool before it is manufactured at all. 

Mr. Burron. Grease wool? 
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Mr. Corxery. No; scoured wood, Mr. Chairman, in a form ready 
to be spun into yarn. There are two prices that I know, between 
$4.20 and $4.25. Those are top maker’s ceiling, that is, in Boston. 
The top maker cannot sell for civilian consumption above that fixed 
level but he may sell for Government consumption at whatever price 
he can obtain. If you will notice, in that paper I referred to, the price 
of $4.45 to $4.80 per pound. Those are the same wools that are pegged 
for civilian use ark ea $4.20 and $4.25. 

Now, to carry it one step further and to bring it down to something 
specific, we placed an order with a top maker at $4.64 a pound. His 
ceiling was $4.21, that is, if we bought it as we bought it, prior to 
the freeze, but he would not deliver during the freeze period at a price 
higher than $4.21, so he was frozen at $4.21, although he holds a 
signed order from us at $4.64, and he cannot deliver. He is stuck. 
Now, that yarn was sold prior to the freeze at $5.14 a pound, so we 
cannot, we just cannot deliver at $5.14, we are frozen at $4.72. 

Mr. Burvon. Is that typical of the industry ¢ 

Mr. Corxery. That is right. 

Mr. Harieck. Just one question. I do not know how much it has 
it do with the problem of small business as against large business, 
but how much of the wool that is presently being used in the country 
is domestic production ¢ 

Mr. Corxery. Well, this country ordinarily produced 450,000,000 
or 460,000,000 pounds. The sheep population has declined, so we now 
produce 125,000,000. 

Mr. Hatxeck. I saw that decline in the sheep population sometime 
ago and I thought that we ought to do something about it. 

Mr. Corxery. That is right. 

Mr. Hauxeck. I was interested in your statement about having a 
constant supply of wool, the advisability of it. 

Mr. Corxery. That is right. 

Mr. Hatieck. We have got ourselves now in the shape where we are 
dependent pretty much on imports of wool and when you begin to 
import you have to pay whatever they ask, and it has been pretty 
tough. at is all. 

Mr. Burton. Would you care to comment or ask any questions, 
Mr. McCormick? 

Mr. Leo McCormick. There is one point I would like to have clari- 
fied. The wool producer; do I understand that is the level where the 
difficulty stems ? 

Mr. Corxery. Well, not necessarily. Wool has become an inter- 
national commodity not only for its use but also as a means of u- 
lation, and where this country could control within reasonable limits 
the price of wool grown in Australia, it no longer has that ability and 
Australia is our leading supplier and, being our leading supplier, they 
—- they want and, of course, the shortage has something to do 
with it. 

Mr. Leo. McCormick. The domestic wool producer, do you feel 
that is where your problem stems from ? 

Mr. Corxery. Well, your wools, of course, over the recent 
months—— . 
anne Hatuecs. If I may intervene: What percentage of parity are 

ey 
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Mr. Corxery. At the present time, Congressman, I do not know, to 
tell you the truth, what they are. But the supply is so short—— 
r. Burton. The world supply is also short, isitnot# = 
Mr. Corxery. Yes; not only the world supply but also in this coun- 
try we dropped from the res that I gave you, the sheep population 
to the point where we are now only producing 125,000,000 


has declin 
pounds. 

Mr. Hautecx. Three or four years ago we had a big surplus of wool 
in the hands of the Commodity Credit Corporation. That is all gone 
now ¢ 

Mr. Corxery. Everything is gone. 

Mr. Burton. Mr. Dalmas, do you have any questions? 

Mr. Datmas. No. 

Mr. Burron. Do any of the other Government men wish to ask any 
questions or make any observations? 

(No response. ) 

Mr. Burton. Apparently there is no further inquiry. 

Mr. CorKkery. Will, Mr. Chairman, thank you again. I appreciate 
it very much. 

Mr. Burton. Thank you very much, Mr. Corkery, and after hearing 
the North Carolina testimony with the Boston accent, we would like 
to hear some of our Virginia manufacturers. Our next witness will be 
Mr. Robert Atherholt. 


STATEMENT OF ROBERT ATHERHOLT, PRESIDENT, HAMPTON 
LOOMS OF VIRGINIA, INC. 


Mr. Aruernour. Mr. Chairman and gentlemen, I am also in the 
textile industry, although in a little different field than Mr. Corkery, 
in that I am in what might be considered a self-contained mill. I take 
the wool from the raw state to the finished goods. 

I want to take just a minute to describe briefly our operation. I 
have discussed this to some extent with Mr. McCormick at lunch. 

We sell seasonally; in other words, we sell in spring, that is one 
season, and again in the fall. I happen to be in the branch of the 
industry known as woolen brands as compared to worsted. We start 
some 7 to 9 months ahead of the selling for a specific season; we make 
our plans; we set up our colors; we set up our pattern work; and then 
we sell some considerable number of months prior to the first delivery 
that we make for the coming season. As we begin to sell we begin to 
buy raw materials as against those sales. 

ow, we have been placed under this ceiling that has been set, the 
temporary ceiling, on the basis of deliveries made during a period in 
December and the 25th of January. We had a market on raw wool 
in June of last year, based on approximately 60-grade of $1.15, which 
wool today is about $4.15, as compared to $1.15. 

Well, back in around December 1, or probably even as early as 
November, we got started to sell goods for delivery in March based on 
the price of raw materials at that time. As we sold, we bought. We 
were buying in an advancing market. We kept moving the price of 
fabric up, based again on the price of the raw materials. 

We, however, were unable to make any deliveries during the base 
period because at that time we were delivering goods for a spring 
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season. Therefore, we have no delivery experience during the base 
period. 

Now, we have a market for raw materials which is from two or 
three hundred percent of what it was when we sold the goods, that 
much more, and it has been moving up constantly and we are faced 
with a ceiling based on the delivery of goods and raw material for 
which we contracted some 7 to 9 months prior to the base period. 

As Mr. Corkery indicated, it is going to mean the closing down of 
certainly a portion of the textile industry because the mills are unable 
to make deliveries on signed contracts because we have no ceiling price 
that will allow those mills to get out. It means absolute bankruptcy 
if they try to deliver the commitments that they have. 

As far as the Government goods are concerned, I do not go all of 
the way with Mr. Corkery because I feel that as the Government places 
these contracts, regardless of whom they place them with, it means 
that those who do not get contracts have additional civilian business 
available for them. 

Frankly, my experience with the contracting agencies has been 
rather favorable. You can always get a contract, even if it is only 
5,000 yards of goods. It is true, I will grant you, that you have to 
go to them and sell them on the idea that you can make the delivery; 
and, of course, a great many of the mills, as the commander said, have 
not had experience in actually making deliveries. 

Now, the only thing I disagree with is some of the specifications— 
but only sometimes—of the services, because they stick pretty rigidly 
to something that has been in vogue for a great many years. It is 
hard sometimes to change that. But even in that case, for instance, 


the Navy has gotten away from indigo and they have agreed to take 


a chrome dye. 

So, we do not have many complaints. - I think that, honestly, the 
worst detriment to the textile industry has been that since the 25th of 
January we have been sitting on the hot seat awaiting the price ceil- 
ings. In other words, even though a price ceiling does not suit any- 
body, once we know the rules, I think that American industry can de- 
vise ways and means of operating under those rules. But we are sit- 
ting now with the ideas that have been set up temporarily as the price 
ceiling under which we have to operate; and, if we do not get relief 
soon, a great many of the mills will not be able to continue in business. 

As I told Mr. McCormick at lunch, the Government business, of 
course, has been released from price ceilings until the Ist of April; 
and, of course, everybody has been trying to get as much Government 
business as he can. But, after the Ist of April that hope is going to 
be gone. Unless that is further extended, we have no place to turn. 
They have borrowed money to buy these raw materials, and they can- 
not dispose of these goods that they have manufactured, and they have 
got to the point where they cannot go much further. 

Mr. Hatueck. You mean, if the Government wants to buy a given 
quantity of a given type of woolen goods, that they will pay more for 
it than they will let the civilian buyer 

Mr. AtHernott. Yes. 

Mr. Burton. The ceilings are removed as Government business? 

Mr. Arnernotr. Until the 1st of April. 

Mr. Hatiecx. What is the reason for that? Is it because of the 
necessity of getting it quickly? 
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Commander Asner. I do not know. Possibly it was done pur- 
posely with the idea of helping insure that we would be able to get 
what we need because of the military emergency. I am not sufficiently 
familiar with it to tell you. 

Mr. Hatieckx. Apparently in the woolen business everybody is look- 
ing for work. 

r. Datmas. Mr. Chairman, I believe that is the very point that 
Mr. Corkery was trying to bring out when he said something about 
the Department of Defense and the OPS working together. 

Mr. Burron. Well, that would not necessarily be collusion. 

Mr. AtruernHotr. Well, it worked that way. 

Mr. Hautxieck. Do you know the relationship of the present price of 
raw wools to the farmer, the producer, with respect to parity ? 

Mr. Aruernott. No; I do not, with respect to parity. Of course, 
we are all familiar with the price of these recent clips in the West. A 
short time ago they sold at $1.36. 

Mr. Burton. What grade? 

Mr. AtHerHout. That is grease wool, sir. Frankly, my opinion is 
that parity was not anywhere near that, because we have not had a 
price in our history like that, for raw wool. 

Mr. Hauxieck. Four or five years ago it was 27 cents or 28 cents, 
something like that. 

Mr. Atuernoutr. That is right, and within the last 15 years the 
farmers were selling wool at 814 cents. 

Mr. Hauxeck. Well, that was a little too cheap. 

Mr. Arnerno.r. Their wool will bring somewhere between $1.25 to 
$1.35 today. Now, when you consider that wool will shrink pretty 
close to 50 percent, you will see what you have got of clean wool to 
process, before any processing whatever. 

The point that I am making is that the thing that we need now is 
urgent relief on the basis of the price ceilings, because the mills have 
to carry this thing now and have for the last 2 or 3 months, and they 
cannot make deliveries in a great many instances; so, that is piling 
up on them and they can only go so far before they will have to either 
sell those goods in violation of the price ceiling in order to keep in 
business or they have got to, as some of them have already done, make 
an arrangement to deliver them under the price ceilings with the 
understanding that, if any relief is granted later, they will get the 
additional amount. In other words, it is putting people in a position 
where they are going to have to do things that they do not want to. 

Mr. Hatxieck. Will the buyers take that kind of deal ? 

Mr. Aruernoit. They have a firm contract. 

Mr. Asrrrr. Right in that connection, since I believe it is pertinent 
what has been the experience of your Defense Department in buying; 
Have they had to go way over the ceiling ? 

Commander Asner. I cannot answer that question. 

Mr. Apsirr. It seems to me that your office would be vitally inter- 
ested. It seems to me that, if the Defense Department has to go 
over the ceiling, then obviously the ceiling is too low. 

Mr. Arnernorr. Well, you see, the ceiling has been arbitrarily 
made on the basis of a delivery made during a prior season. In other 
words, during the base period, we were delivering goods for spring 
based on the raw materials that we were able to buy for that at the 
time that we began to make it, months ago. 
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Now, when you have had a precipitant rise such as you had in wool, 
and then you take a period from mber to January 25 when the 
wool, when you went into it, was on the basis of $1 and then it became 
$4 wool, it stands to reason that nobody can make delivery under a 
ceiling of that type. 

‘Now, if you are asking me if the services are buying at more than 
that, if they are paying more, well, they are certainly paying consider- 
ably more than that ceiling. If you take any specific fabric, we know 
that they are paying a great deal more today than any actual deliveries 
that were made prior to the 25th of January. 

Commander Asu er. I still cannot answer the question. 

Mr. Hautecx. In other words, if you want to stay in business, you 
have got to get some Government work ? 

Mr. Arnernort. Well, it is not a question of that. After all, the 
fabric that we make and which the textile industry makes are things 
that are very vital to this country, whether civilian or Government, 
because everybody has got to have clothing. 

Now, I am not against, and I do not object to the Government plac- 
ing their business to the best advantage, because certainly, if I go 
out, I will try to get the business for myself. Of course, I can see that 
they have a great deal of advantage in buying on large contracts from 
a man in a posittion to give all of it to them, because, first they get 
uniformity, which they could not get by dividing it into too small 
units—but we have got the civilian ulation of this country, com- 
posed of 150 million people, to be clothed, too. 

Now, you see what happened in a few weeks while part of the 
textile industry was shut down. The defense industry claimed that 
they lost about 7 million yards’ production. 

Now, do not imagine that the mills are unable to deliver anything. 
There are millions and millions of yards of goods made up that the 
men cannot afford to deliver because they cannot sell them at that 
price and get their money back. 

Mr. Aserrr. That is going to affect our economy unless some relief 
is found. 

Mr. Arnernott. It is bound to, because these mills are going to the 
limit of their capacity to finance, and if they close down everybody 
will be out of work; and then, if you do have an emergency such as 
you had in the last war and if you have to call upon the textile industry, 
the whole textile industry is going to have to be rebuilt, because by 
then the operators will be making something else. 

Mr. Assirr. There is no reason that I can see why you cannot sit 
with Mr. McCormick and work it out. 

Mr. Aruernott. I think Mr. McCormick understands it, from my 
conversation I had with him at noon; but that is not getting it done. 

Mr. Assrrr. Well, you will have to go a little higher up. 

Mr. Arnernort. I think he understands how important it is. It 
seems to be so obvious that you cannot set ceiling prices on _ and 
leave a free and open world-wide wool market where, while it is $4 
today, may be $6 tomorrow, unless the Government goes in and sub- 
sidizes it by bu ing ety pound of imported wool and sells it to us 
at $1.50 a pds which would have to be done to live up to the price 


ceilings—and that would cost millions of dollars, because every pound 
of wool that is brought in would have to be subsidized. 
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Mr. Assrrr. And we have been gradually going down in production. 

Mr. ArHerHott. That is right; we have dropped from 450 million— 
we are producing about 25 percent to 30 percent of our normal require- 
ments. Even under normal conditions we are an importer to the 
extent of approximately 75 percent of the wool consumed. Therefore, 
we must import on a world-wide wool market. 

Mr. Burton. I wonder if we may ask Mr. McCormick what is being 
done toward helping the situation. What is being done, Mr. McCor- 
mick, so that we will not have this loss of production ¢ 

Mr. Leo McCormick. Well, I will try to answer that to the best of 
my ability, Mr. Chairman. 

I might say, gentlemen, that I think the witnesses here, both of 
them, have presented this very clearly. I think that at our end up 
in Washington, in the Office of Price Stabilization, that we under- 
stand it pretty well. 

Mr. Burron. Well, have you a solution ? 

Mr. Leo McCormick. Well, if I had the solution, I think that the 
telephones would be ringing right now. 

Mr. Burton. You are the agency of jurisdiction ? 

Mr. Leo McCormick. That is true, on that ceiling. The situation 
is this: It is one of those things that is caught in a general squeeze. 
But the point that I want to emphasize is that this has been worked 
on; it was under consideration before the freeze. It involves procure- 
ment, and it involves the international wool market and many other 
things. We are honestly working on it as hard and as fast as we can. 
The Director himself participated in working on the solution of this 
problem. He recognizes that they are in this plight. 

Mr. Evins. But you have left an open door. You have no freeze 
with respect to orders to the military; whereas, in cotton, you have 
frozen both ends. 

Mr. Leo McCormick. There is this thing, Mr. Congressman: In 
my opinion it is this wool coming in from the world-wide markets 
which makes up the greatest percentage of the wool that is used. 
There is no opportunity for a ceiling on that wool. 

Mr. Hauieck. Well, maybe we need a little State Department 
diplomacy. 

Mr. Aspirr. Does your department recognize, from the top down, 
that the situation is acute / 

Mr. Leo McCormick. Definitely and everything is being done. 

Mr. Burton. Loss of production will make the problem more acute. 

Mr. Leo McCormick. That is right. 

Mr. Burton. And there is a shortage of the commodity. So, I am 
just wondering what is being done in your agency. 

Mr. Lxo Mathinaon, Specifically today, Mr. Congressman, I could 


not say that an answer is as but it is getting nearer; it is 
ig being 


getting closer by the hour, from the diligence of the work that is 
done. They have this April 1 deadline clearly in mind, and they have 
to come up with an answer; and everything te been urging them to 
even greater efforts. 

Mr. Burton. Well, we are very glad to hear that. 

Mr. Assrrr. What country is the leading exporter ? 

Mr. Arnernotr. Australia. 

Mr. Assrrr. What about South America? 
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Mr. Aruernotr. South America is a large producer, and New Zea- 
land and South Africa are large producers; but the largest single 
country in production of wool is Australia, and about 30 or 35 percent 
of all of the wool in the world is grown in Australia, and about 70 
or 80 percent of the wool in the world is now under the control of 
England. 

That is one reason why we are in a little different position now. 
During the last war we had, with price ceilings set, more or less of a 
stable market because England and the United States were cooperat- 
ing in the joint control of wool and wool prices, and the imposition 
of price ceilings at that time was not damaging, whereas now, by leav- 
ing the market for wool free, and freezing the production from that 
wool—well, it just made an impossible situation. 

Mr. Assrrr. Mr. Halleck suggested the State Department; and it 
looks like the State Department plus the ECA might be able to do 
something to alleviate that situation. 

Mr. Arnerno.r. I am firmly of the opinion that they are going to 
do something. What I am trying to impress on you today is that it 
is an urgent thing. After all, we were promised by the OPS when 
this general price freeze was made—and I think it was their candid 
intention to do it—that there would be a special order to the textile 
industry within 2 weeks. Now it has gone into 8 weeks, and in New 
York last week I tried to find out what I could about when it would 
be available, and they said “anywhere from 48 hours to 48 weeks” and 
that they did not know—in other words, there is just that much 
uncertainty. 

Mr. Assrrr. And it is now the 26th of March. 

Mr. McCormick. I certaintly would like to get the witness’ address, 
and I would hope to get in touch with him from Nashville tomorrow 
and report what we find out from Washington. 

Mr. Burron. For the benefit of the record, will the witness again 
state his name, connection, and address? 

Mr. Arnernovr. Robert Atherholt, Hampton Looms of Virginia, 
Inc., of Bedford, Va. 

Mr. Burton. He is testifying at the request of the committee. 

Mr. Leo McCormick. In the matter of military procurement, there 
is no question. It is very clear that such procurement has had the 
exemption. Again I would like to make clear that I did not par- 
ticipate in the discussions as to why these exemptions were granted, 
and that is why I cannot comment on it. 

Mr. Aruernoir. I might cite one more thing, just to show you, 
by your leave, that the services are paying more than the ceiling price. 
The Navy has been in the last few days purchasing some 11-ounce 
flannel, which is made out of a Government grade of about 60-62 wool 
and they are paying $5.70 a yard for it. Now, that is 1l-ounce wool 
flannel that we are selling in the civilian trade at $2.375 a yard. 

Mr. Burron. Can the witness tell us whether it was not correct that 
procurement was unable to get bids on the requirements until this re- 
striction was removed ? 

Mr. Arnernoit. No; I do not think that is true. I think that the 
Government could have gotten all that they needed under the present 
conditions without these restrictions being removed. I do not think 
that was necessary at all. 
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Mr. Burron. May I ask you if you have the same opinion, Mr. 
Corkery ? 
ar Coser. I agree. 

Mr. Arueruour. The reason that we have that ceiling price of 
$2.375 is because of the fact that when we sold those goods we were 
buying wool, let us say, at $1.15. Now I was in an office, in the Navy 
Procurement Office on Thursday of last week. and they are willing 
to pay $5.70 for the 11-ounce flannel—and why? Because the best 
option I can get on wool today is $4.06 a pound to produce it. So 
they are not paying any too much on the basis of the availa dility, the 
prices you have to pay for the raw material, and it shows how impos- 
sible it is for us to go ahead and do business. 

Mr. Burton. Do I understand you to say that, had they insisted 
upon that ceiling of $2.57, applying that to Government goods, that 
procurement would still have been able to buy it? 

Mr. Arnernoir. Oh, no; if that is the question you asked. 

Mr. Burron. That is what I had in mind. 

Mr. Arnernoir. Now, they would not. In other words, if the Gov- 
ernment could not have bought any additional quantities over the 
price at which goods were actually delivered, which is the standard 
for the present general price—— 

Mr. Burron. The standard for civilians? 

Mr. AruernHout. That standard—they would not have bought, 
in my opinion, a single yard of goods from that date on. 

Mr. Hatteck. And by the same token the civilian people cannot buy 
either? 

Mr. Arnuernortr. That isright. The mills are just not offering any- 
thing for sale. 

Mr. Evtns. Mr. Atherholt, do you go along with Mr. Corkery’s sug- 
gestion that it might be a wise thing to earmark 20 percent of the 
military procurement for small business? What are your observa- 
tions? 

Mr. ArHernoit. My opinion is that it would not be. 

Mr. Evrns. You do not agree with it? 

Mr. Atuernoct. I feel that if the level of ceiling to the civilians is 
handled on the same basis, for instance, if the civilian trade were 
released from price ceilings today, I believe that it would adjust itself. 
After all, we mills have always overproduced in this country. Now, 
if we were to do a normal civilian business, we all would have to go and 
fight to get our share of it. 

Now, when the Government comes in and buys, even though they 
spend only $5 million or $6 million for woolens or worsteds, it is that 
much more in the pot to be divided up. It leaves that much more for 
the other mills to produce for civilians. 

Mr. Evtns. In other words, you would prefer to have the open 
market for civilian trade? 

Mr. Atnernout. Either that or a rule set up that we can operate 
under without having to force ourselves out of business, taking into 
consideration the price that we have to pay for our raw materials so 
that we can get out. 

Now, whether it is a free market or whether it is under ceilings, so 
long as those ceilings are practicable and workable, we are rfectly 
satisfied ; but we have got to know. That is our trouble today. We 
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donot know. Wedo not know what it is going to be when it does come, 
and as a consequence we do not dare to offer —s to anyone. We 
have ple coming in all the time wanting to buy goods and we can- 
not sell them. 

Mr. Corxery. Well, I agree 100 percent except that the situation 
under the present status quo is such that you have got to do Govern- 
ment work. You cannot do civilian business; so, you must rely on the 
Government business. 

Mr. Evins. And that is why the smal] manufacturer must be given 
consideration for Government work. If the OPS provides an oppor- 
tunity to again channel goods into the civilian market, as you say it 
will adjust itself. 

Mr. ArHerHOLT. That is what I say. 

Mr. Evins. No question about that. 

Mr. Arnernotr. The most important thing is setting a practical 
ceiling under which we can operate. The minute you do that, the 
situation will be cleared up. 

Mr. Evins. Do you feel that the present regulation with the open 
and is not being effective, as far as inflation control is concerned 

Mr. Aruernott. I do not see how it can be. In other words, as 
long as you have your raw materials on a free market, you cannot ask 
people to deliver clothing at less than the wool price that they must 
pay. In other words, you cannot control inflation unless you control 
it all, prices and wages too. 

We all realize that the most practical thing that we could have done 
in this whole country was, the day that the Korean trouble started, to 
have said, “Everything is frozen today—and we mean everything.” 

Then we would not have had all of this trouble. But we have got 
the wool market now four times what it was and we have got a tem- 
porary price ceiling which is half of what it ought to be on today’s 
raw material prices. 

Mr. Evins. Thank you; nothing further. 

Mr. Burton. Are there any other questions? 

Mr. Hauxiecx. Off the record. 

(Discussion off the record.) 

Mr. Burron. Mr. McCormick, did you have a comment? 

Mr. Leo McCormick. I would just like to reiterate, Mr. Chairman, 
that the problem stems largely from the international situation over 
which we have no control, and the fact that wool is an international 
commodity over which we have no control. Even if we put price 
ceilings, we still have the imports coming in. 

Now, I want to point out that, complicating the situation, on the 
far end we have the processed material that goes into clothing, which 
is an important element of the cost of living. Clothing is an impor- 
tant item in any cost-of-living index. As I said, we are working on it. 

Mr. Burton. And, since: April 1 is the deadline, time is of the 
essence. 

Mr. Corkery. May I ask another question ? 

Mr. McCormick. If you will just let me finish this statement. The 
other point I would like to make clear is that these folks are under 
not a tailored regulation; it is under the general freeze order; and 
when that was issued every industry coming under that freeze order 
where a squeeze like this has showed up and developed, then that 
squeeze will be relieved. 
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Mr. Assrrr. Off the record. 

(Discussion off the record.) 

Mr. Corxery. Have you considered the possibility of taking the 
gamble and freezing wool at the level of $4.50 for Australian tops 
and then letting the Australian grower deal with this country on that 
basis or else ship it to Russia or elsewhere ¢ 

Mr. Leo McCormick. I honestly do not know; I have not been in 
on this particular problem enough to answer that question. 

Mr. KERY. Well, would you bear that in mind for possible con- 
sideration; in other words, strike a level and says, “This is it; you 
must buy wool and buy wool at this level,” and see what the results 
will be? 

Mr. Leo McCormick. I will be glad to pass that along. 

Mr. Corxery. Thank you. 

Mr. Burton. Are there any further questions ? 

No response. 
r. Burton. Mr. Clarkson, I believe, wishes to leave. We will 
ut him on a little out of line. I think he will make his testimony 


rief. 
Mr. Crarkson. Yes. 


STATEMENT OF FRED CLARKSON, VICE PRESIDENT, WHITEES- 
CARVER ENGINEERING CO., INC., ROANOKE, VA. 


Mr. Cuiarkson. We believe that in order to be consistent the Gov- 
ernment should require all bidders for Government work of any nature 
to epecate under the wage-hour law. 


ile we probably could operate without being under that law, 
due to the fact that we are intrastate and not interstate in our oper- 
ations, we have felt that the wage-hour law offered our employees 
something worth while, and so we have operated under that, volun- 
tarily. 

Now, just a short while ago we were quite happy with our oper- 
ation and it struck us as very strange that, when we have requested 
to bid on work for hospitals in which the Government is helping to 
finance or build, a minimum-wage rate is issued which in many in- 
stances has been more than we have paid; that is, more than the wage 
rate. But we had one very disappointing experience this year with 
a veterans’ hospital when they put out a bid for the maintenance of 
their refrigeration equipment. We bid for that particular job at our 
regular rates, and the contract was let to a man who could not possibly 
operate under the wage-hour law under his bid, which was so ridicu- 
lously low. As you know, under the wage-hour law the minimum is 
75 cents an hour when bidding on Government work, and he is charg- 
ing less than 75 cents an hour, and it seems hardly fair for the Gov- 
ernment to be putting out a law and telling business what it must 
pay, and then, on the other hand, ask business to step in and bid at 
a rate that is below what they think is a fair a oF 

To me it seems very, very inconsistent. do not know that it 
conflicts with the law; but, if it does not, then it does not make 


sense. 

One other thing. We believe that the roll-back of prices did not 
go far enough back, as the large manufacturers had anticipated the 
price freeze, and they had put through many unwarranted price in- 
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creases in order to provide a protective cushion when the price freeze 
did come. 

Now, that, of course, is a questionable thing, but it has been our 
experience in our line that those price increases came so fast that the 
last two we have not even attempted to pass along to the public; we 
just could not do it. I mean, there is a certain limit when you have 
something to sell and, when you go beyond that, people will just do 
without it. They will wait. 

Now, trying to reach that figure where you feel it will get public 
acceptance—that is a very definite limitation; but, as far as the man- 
ufacturers are concerned, it was my thought that the price increases 
were being pushed along simply because business at large—in fact, 
everybody—figured that war was coming, and they were just trying 
to gain by the experience they had in the other war. People were 
short of this and short of that in the last war, and they went and 
stocked up what they were short of in the last war. Well, we know 
what the price freeze did in the last war, and apparently someone felt 
that the same thing was going to happen again. 

Mr. Hatieck. How far back do you think it should go? 

Mr. Crarxson. I think at least to June of 1950. I think that 
might be fair, because that seems to be when this anticipation of price 
increase started. 

That is all I have. 

Mr. Burton. Thank you very much. 

Are there any other questions? 

Commander Asner. I would like to state for the record that our 
contracts are subject to the Walsh-Healy Act. 

Mr. Criarkson. I was very disappointed in this other instance of 
the veterans’ hospital. 

Mr. Burton. I would think that the Walsh-Healy Act would apply 
there. I do not see how it could be otherwise. 

Now, our next witness is Mr. Hopkins. Again I would like to 
emphasize that time is passing and I hope the statement you have 
will be as brief as possible. You make take 5 minutes; can you put 
yourself within that time? 

Mr. Horkrns. I believe I can, 


STATEMENT OF GARLAND J. HOPKINS, GARLAND ORCHARDS, 
ROANOKE, VA. 


Mr. Horkrns. First of all, I would like to say that I am a fruit 
grower. I am an individual, and I am speaking for myself and for 
others who, I believe, are in the same shoes that I am in. 

I have approximately 250 acres of orchard, with an average pro- 
duction of 55,000 bushels of apples a year, these varieties of apples 
going to all channels both in the fresh and cannery channels. 

I have got two questions. One question is on the subject of price 
control, and it has a little bit to do with parity. 

Now, the production this year, starting in August, has been steadily 
going down in price. For example, our Delicious brought $4.50 on 
the average for a box of U. S. No. 1 apples and now they are bringing 
$2.35 a box, out of storage. 

The point I would like to emphasize is that in the grocery stores and 
at the retail level, last week, the prices were in some cases 2 pounds for 
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25 cents for Delicious and Winesaps. Incidentally, currently the 
market price on Winesaps, the same as I sell myself, cold storage, 
the price is $2.25 a bushel, furnished with a Government certificate 
that they are what they say they are. They have been selling at any- 
where from 2 pounds for 29 cents and I have seen some priced at 
8 pounds for 29 cents and some for 2 pounds for 25 cents. That makes 
an average retail price of about, I think, for everything, 11 cents a 
pound, to be on the conservative side. And that is $2.35 a bushel 
for these apples right here in Roanoke, in the fruit-producing belt. 

The thing I am concerned with is the fact that we have got to meet 
the costs of shut down. And if the price in the stores is too high, 
if the mark-up is too high, especially on apples, and I think you will 
find that it is—if it is too high, it takes a beating in the stores, people 
will not buy it and the man who sells it has to have a high price in 
order to come out. It does not help the grower; it does not help any- 
body. 

What I think we need is a parity figure for the retail level as well 
as the wholesale and grower level. I think it should be either a 
percentage or a unit mark-up or a combination of both, designed 
to prevent a too high mark-up of the product on anybody’s part. 

I think that certain costs are fixed and I think that there should be 
parity for everybody in this business. Also, farm prices get out of 
hand; right now there are no ceilings on farm prices, because the 
have not reached parity. Well, I say they are not going to reach 
parity for some time unless something is done about this high mark-up. 

I have one other thing to say in regard to chain stores. I believe 
that they have done a very good job in giving a customer what he 
wants. In other words, they round up scarce articles, and they get 
prime fruits and vegetables and meats to where the people can buy 
them. As you know, last year, the Atlantic Commission Co. had been 
charged with certain violations of the antitrust laws and they were 
convicted and fined, but apparently they still carry on as usual. I 
will not know, however, until I start selling my apples next fall—but 
I think that something more should be done along those lines. 

I feel that in certain ways it is very easy for a buying monopoly to 
develop especially on such things as fresh fruit and produce that goes 
on the market very rapidly, for instance, peaches, which I do not grow 
and so Iam not concerned with them, but I grow apples and I am very 
familiar with that. We find that the cream is. being skimmed off the 
crop and then every day the price goes down a quarter or so. In other 
words, we have a pretty tough time getting in there and selling our 
produce competitively and I believe that this will hold true with a 
whole lot of other fresh fruit and produce. 

I have some reports here from Baltimore. Here is one dated March 
21, which is not so long ago. I will read a little bit of it to you. 

No. 1, apples which have had Government inspection and are pretty 
well standardised, 21-inch Golden Delicious, from 214 to 3 inches, 
bought $2 and $2.25. Rome, 214 inches, $1.75. Staymans, 214 inches 
up, $2.25 a bushel. Eastern Virginia Staymans, U. S. 1, 214 to 3 
inches, brought $2.25. 

I do not know what happened to the Washington apples, but right 
here it states, “Washington, no apples reported.” 

Now, I would also like to say that if you were in your grocery store 
lately and bought apples and you paid 10 cents a pound for them, 
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and the average container holds about 48 pounds of apples—that is, 
if you paid 10 cents a pound, somebody is getting $4.80. 

hese other prices that I read off are reports of apples sold on the 
curb market to chain grocery stores and everybody wants to buy them 
in wholesale lots—there is quite a spread. 

Mr. Burton. Thank you very much. Are there any questions? 

Mr. Hatxeck. I woul like to clarify this. We have what is known 
as the Robinson-Patman Act which says that one manufacturer can- 
not sell to one buyer at a price lower than he sells to another buyer, 
except where he can justify the differential. Now, how would you 
apply that to the chain stores? Would you make them pay all pro- 
ducers the same price ? 

Mr. Hopxtns. Well, I am not speaking particularly of chain stores. 
I am thinking of the business of parity prices. I am thinking of the 
over-all retail outlets and I am thinking of the fact that we find 
ourselves in a difficult situation now. Our apples are bringing less 
money than in 1932, and yet the prices in the chain stores are pretty 
high. Of course, there is a variety stores and all sorts of situations 
but as a general level, you will find that it is really awfully lopsided. 
That is all I have to say. 

Mr. Burron. Are there any questions? Mr. McCormick. 

Mr. Leo McCormick. I think that Mr. Hopkins brings out a very 
interesting point, Mr. Chairman, and gentlemen. It shows that every 
small-business man, every small or even large retailer is in the same 
position in facing inflation. I think that here is a good example of 
it. Ifa woman goes into a grocery store with a $1 bill and prices 
are allowed to run out of bounds, that dollar bill is quickly used up. 
And it might be that those higher priced things that are using the 
dollar bill up so quickly might have a very small return to the retailer 
= so on down to the wholesaler. I think that this point illustrates 
that. 

Now, as I understand it, and we are checking it, apples are com- 
pletely exempt from, at the production level, price control; but on the 
other hand applies are controlable under the general freeze order at 
the retail level. 

Now, it might be that on January 25, Mr. Hopkins, this retailer was 
charging 11 cents a pound, and if he was, that price of 11 cents a 
pound, independent of your price, would be legitimate. If he was 
not, if he was charging a lower price, then an adjustment would have 
to be made. 

Mr. Horxtns. That is a very difficult thing to determine, I would 
think. I would like to tell you one more thing. I would like to read 
to you from something that was brought up at the Virginia Horticul- 
tural meeting. 

Mr. Burton. Excuse me. If it is any length, we will ask you to put 
it in the record. We will incorporate it in the record. 

Mr. Horxrns. I could do that. 

Mr. Burton. Or you could just give us in a few words the gist of it. 

Mr. Horxrns. There is pot one paragraph. In New York City 
in 1949, when they retailed at $6.15 for a bushel of apples, that gave 
the grower $2.19, while the retailer averaged $5.19. To the grower it 
was about $1.81 less. The middleman got, out of the $6.15, he got 
$3.99. In the second case it was $5.19, less 38 cents, which is $4.81. 
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That seems to indicate that in the glutted apple market of 1949 and 
1950, the selling pressure gave the grower less than the handlers. 
Now, that is just another point in this spread. That is all I have, 
Mr. Chairman. 

Mr. Burton. Thank you, and you may extend your remarks in the 
record if you wish. 

Now, we have got to move on. Who would like to be heard next ? 


STATEMENT OF S. J. MARKLEY, SALEM, VA. 


Mr. Marxtey. Mr. Chairman, I am S. J. Markley, president of a 

cigarette-machine company, Salem, Va. 

ow, I have listened to a lot of these discussions of economics here. 
I have been out of college for 40 years and this system of economics 
is entirely foreign to me. 

I have only one suggestion about the obtaining of contracts by small 
business. It seems that you cannot release the names of large con- 
tractors. Now, if the men that are interested in these contracts would 
clear through security, they could get the names of these prime con- 
tractors, if they are cleared through security. 

Commander Asuizr. That is correct, but a relatively small part of 
today’s procurement is bought under the guise of restricted items. 

Mr. Marktey. You mean in quantities or the items themselves? 

Commander AsHuer. No; I am thinking, for example, of something 
such as our tank program. While the mechanism of the tank is per- 
haps confidential or secret, the fact that there is a contract for the 
fabrication of tanks is not secret. 

Mr. Markey. Well, I am firm for clearing through security, any- 
how, so we can go to any of the prime contractors and show our cre- 
dentials and then we can obtain the information that will enable these 
small people to learn. They will get information that is not adver- 
tised generally and I think if they do that it will ease it up consid- 
erably. We are both prime contractors now and subcontractors and 
we were during the last war. 

Commander Asuuer. Mr. Chairman, I think it should be pointed 
out at this point that the list which the Department of Defense makes 
available to the Department of Commerce of contracts that have been 
awarded in the past 7 days include both the negotiated and advertised 
contracts. However, 2 or 3 weeks ago we did strike from the record 
any indication of quantity or dollar value, for security reasons, but 
we still continued to list all of the contracts, other than those classi- 
fied, of $25,000 or more, indicating who made the contract, the name 
of the contractor, and what he is going to make. 

Mr. Markey. Well, do you think it would be practical to establish 
a list of firms who have — through security ? 

aaa Asuter. The military department still maintains such 
a list. 

Mr. Marxtey. Well, would there be any objection to circulating the 
lists of the prime contractors to the small businesses who have cleared 
through a) 

Commander Asutzr. I cannot comment on that right now. 

Mr. Marxiey. You can easily see how helpful that would be. 

Commander Asuter. I see your point, but I cannot comment. But 
I think there are other considerations. 





70 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Burton. Does that complete your statement ? 

Mr. Marxtey. Yes, sir. Thank you. 

Mr. Burron. Thank you very much. Are there any others present 
from distant points? 


STATEMENT OF STUART E. HALLETT, SALES REPRESENTATIVE, 
BROWN & GRIST, NEWPORT NEWS, VA. 


Mr. Hatuierr. Mr. Chairman and members of the committee, I 
would like to read two statements. 

My name is Stuart E. Hallett, sales representative for Brown & 
Grist, aluminum-window manufacturers in Newport News, Va. 

Mr. Burton. You may proceed, Mr. Hallett. 

Mr. Hatuerr. In the announcements and articles relative to this 
meeting, the theme was outlined as “Problems of Small Business as 
Related to the National Emergency.” Comments to be sought on the 
following items as they apply to small businesses. in the present 
situation : 

(a) Defense prime and subcontracts. 

(6) Essential civilian supplies. 

(ec) Scarce materials. 

(d) Financial assistance. 

(e) Plant utilization. 

(f) Retail and wholesale distribution. 

(g) Effect of price controls and rationing. 

In going through the list there are two points we would like to 
comment upon, so far as our particular business is concerned : 

(a) Defense prime and subcontracts. 
(c) Scarce materials. 

At ‘he very beginning of the present emergency, we listed our facili- 
ties with the Department of National Defense and have received prints 
and specifications for numerous items within our capacity. After 
spending time and money compiling complete bids and submitting 
them to the purchasing agents, we then learn that someone else has 
been making the article and is already tooled and equipped to go ahead. 

Now, I have made some notes listening to the comments today and 
I would like to emphasize one or two items. But, first, I will read my 
second statement. 

The invitation to bid seems to be a routine to comply with regula- 
tions, that all purchases must be made as the result of competitive 
bidding. All we have been thus far is a convenience. 

On subcontract items, we have no comment at this time because our 
inquiries have all been for prime items. 

Our comments relative to scarce materials are that we have found, 
that in our inquiry for materials, the prices force small business out 
of the competitive range. In the labor and technical costs, we can hold 
with the best. Also, it is our feeling that if the market had not been 
so completely upset, small business could continue to operate and con- 
tribute to the welfare of our country in maintaining the domestic 
economy, So necessary to support the military spending. 

Our observation has been that Government agencies have. not been 
completely coordinated and materials have stockpiled before the ab- 
solute needs have been determined. The resulting effect has forced 
many small businesses to plan toward closing down. This is not a 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 71 


healthy outlook as small business contributes to the national economy 
proportionally to large business. _ . : 

We would ask this committee to identify “small business.” It has 
been our experience to be received with all courtesy by the many offices 
in Washington, but just as soon as they learn that we have less than 
500 employees, the attitude seems to change, perhaps they figure we 
are too small. 

On behalf of small business we would ask this Congressional Com- 
mittee on Small Business, to convey to our Government that we do not 
want a hand-out, all we ask is a definite program and specific instruc- 
tion of what it wants and where we are to deliver it. 

I would like to emphasize what I say in the next to the last para- 
graph, where I ask the Committee to identify small business. 

What is small business? With all due respect to the wool industry, 
I think that small business in that industry has disappeared. They 
are not small business, they are not small industry, they are huge 
people. 

When it comes to small business, I am thinking of people who put on 
their overalls and work and when closing time has come, then they do 
the office work. I am talking about small business, I am talking about 
the guts of America. ‘And I am wondering if we are supposed to be 
talking to you, the Small Business Committee, or are we supposed to 
go to the “Tiny Business Committee ¢” 

We do not ask the Government to give us any contracts. We have 
a product that we could build if you leave us alone. We have gone 
to the Government for contracts purely because we see that our mate- 
rials are being snuffed off. We want to win the war just as quickly as 
anybody else, we feel that we can contribute, and we can pay taxes, 
and we want to hire people who will pay income taxes. 

Mr. Evins. Off the record 

(Discussion off the record.) 

Mr. Hauterr. I would like to also ask one or two little things about 
this Government work. We have bid on jobs. We fill out 14 copies 
of everything. Well, on the thirteenth copy, unfortunately, in one 
instance there was a tiny little erasure, very tiny, and I do not think 
it was an erasure, because I do not think our girl would have told a 
story about it; it really could have been a slip of the carbon paper— 
anyway, it had to be done over completely, all 14 copies. 

Now, we do not mind making the 14 copies, but it looks like an awful 
lot of red tape, doing those things over and over and over again. 

Then the language is subject to interpretation to such an extent 
that small business is practically forced out of business, because you 
would have to hire a staff of lawyers, not one lawyer but a staff of 
lawyers, to keep up with it. 

ntlemen, we are not complaining. I want to tell you if it meets 
with the indulgence of our good friends who are not Virginians— 
Mr. Abbitt knows—us southern boys have guts enough to fight, and 
we are not cry babies; we do not complain. But we want to know one 
particular thing specifically. We want aluminum. We are willing 
to give up a certain portion of aluminum—but how much do you want 
us to give up of it? 

What are they doing with it? We do not seem to be able to find 
out. We know that it is being stockpiled, but it cannot possibly be 
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needed. And if it is not all needed, then we want to be able to use 
part of it to contribute to our national economy, because we pay good 
wages and those boys will pay income tax, and they eat thon mag 
therefore their grocer pays income tax and they own automobiles, 
and they pay taxes on all of that stuff. You might say that we are 
just one of the little threads in a pair of hose, and you break one of 
those little threads and you start a run, like in your wife’s hose, that 
will run all the way up to the top. 

Thank you. 

Mr. Burron. Any questions? 

Mr. Hatieckx. You use aluminum extrusions? 

Mr. Hautertr. Yes, sir. 

Mr. Hatieck. And I understand that aluminum is shut off entirely. 

Mr. Hatxierr. Amen. 

Mr. Hauieck. On April 1? 

Mr. Hatterr. Yes, sir. 

Mr. Burton. May I say with rd to that that the committee is 
aware of that fact and has held a hearing last Tuesday in executive 
session, and we consulted the executive agencies, having them at hand, 
and they promised to go into this carefully with a view of providing 
some relief. 

Mr. Evins. Mr. Chairman, may I make this observation: I think 
that the witness has made a very excellent statement on behalf of his 
industry, as representative of small business. He has made a splen- 
did statement, in my opinion, which the committee appreciates. 

We are cognizant and aware of the fact that there are going to be 

rhaps continuing difficulties in obtaining critical materials, such as, 
in your industry, aluminum. That is one reason why this committee 
is functioning and trying to find a solution. 

We have here a representative, Mr. Hughitt, from the National Pro- 
duction Authority. Maybe he can give us some light on this situation. 

Mr. Huenrrr. When you go into aluminum, you are entering a 
very difficult sphere. uminum is a pretty tough situation because 
it is so tight. 

Now, answering your question, as to what we are using it for, that 
is a matter of military intelligence. That is something we cannot 
tell you. I cannot tell you what they are using it for. 

Our orders are written based on the requirements submitted to us 
by the military departments, and their requirements for the second 
quarter of this calendar year are double what they were in the first 
quarter of this calendar year. 

So, you can see the difficult position that we find ourselves in. 

We know what the supply is. We know what can be anticipated by 
way of increase. Placed against that, we have the requirements of 
the military departments. Now, as to what is left for the civilian 
economy, we make an effort to distribute that as equitably as ible, 
having in mind the necessity of a certain amount or degree of essenti- 
ality ; that is, the balance of the aluminum remaining after the military 
requirements have been met is to be used for those most essential 
civilian uses. 

Mr. Hatiecx. May I ask you this question, Mr. Hughitt? Are 
all of the aluminum-producing facilities in this country being used at 
the moment? 
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Mr. Huenrrr. To my knowledge they are, and they are being in- 
creased rapidly, to the extent that in 1952 the aluminum shortage or 
aluminum criticality will be relieved. 

Mr. Hatieck. o is your supplier? 

Mr. Hatterr. Alcoa. 

Mr. Hatrecx, Off the record. 

(Discussion off the record.) 

Mr. Hueurrr. The question of defining “small business” has been 
given a great deal of attention. However, in the law, the we | place in 
the law where there is any definition of small business is in the Select- 
ive Service Act of 1948. In that Selective Service Act there appears 
the definition of small business as being any business with 500 or less 
employees, independently owned and operated and not dominant in 
their field. 

Now, personally, we are not vein A in agreement with that defini- 
tion, because of the fact principally that this independence of opera- 
tion” is not as easily ascertainable as you would think. It is easier 
to ascertain the statistics as to the number of employees. 

In other words, if you attempt to make a determination of what is 
small business by an examination of the measure that that business 
contributes to the total industry, or the percentage, that method re- 
sults in a series of difficulties; under present conditions it is adminis- 
tratively impossible. 

So, we have been forced, for statistical purposes, to use the 500- 
employee definition for purposes of comparison. 

Bovever, I can assure you, for the National Production Authority, 
that with respect to small business, we are talking about the same 
people that you are talking about. 

r. Hatieck. I might say that the aluminum fabricators in my 
part of the country are talking like this witness is talking, and I hope 
that they keep on talking that way. 

Mr. Evins. Have you given consideration to the use of substitutes? 

Mr. Hattett. In answer, Mr. Evins, to your question, if we should 
tool up to use a substitute material to make our same product, we 
might just as well go on and tool to go into an entirely new industry. 
In other words, the necessary tooling to substitute something else for 
aluminum, if you had to change, for example, if we were to use 
bronze—— 

Mr. Burton. Well, would not bronze be equally critical ? 

Mr. Hauterr. Yes; I was just going to say that, that the bronze 
would be just a critical as aluminum. And if we were to use steel, 
then our whole business would be in competition—— 

Mr. Hauteck. Off the record. 

(Discussion off the record.) 

Mr. Burton. This committee, too, has had the problem of the 
definition of small business; but in the opening remarks Mr. Evins 
gave the definition that we are operating under today. I wonder if 
you would be good enough to give it againt 

Mr. Evins. Well, that defi ition really presents a question. Of 
course, small business is a descriptive term which includes all small 
business such as, particularly, local enterprises. I think you are in 
that category. There are local enterprises in almost all fields of busi- 
ness endeavor. 
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Now, in some industries there is no small business. Of course, that 
would include aluminum production. There are about three alumi- 
num manufacturers. 

However, under our definition of the term “small business,” under 
our classification, are those small businesses which are businesses 
which do not constitute nor are they part of a monopoly or other 
form of trust. They are the backbone of America’s competitive 
economy. 

That is the sort of definition the committee is using. It is, you 
might say, a policy definition. 

Mr. Hatterr. 1 would not want you to think that because we buy 
aluminum from Alcoa and because we use Alcoa’s aluminum, that 
we are in any way connected with them, because we have competitors 
who also buy aluminum from Alcoa, and the only difference is that 
we own the dies. Our particular extrusion is made from our own 
dies and Alcoa is under bond not to use those dies for anyone else ; 
by the same token, they cannot use the dies of our competitors for 
our extrusions; so, we are not part of the Aluminum Co. 

Commander Asuter. Before the witness leaves the stand, I would 
like your permission to make an observation off the record. The 
reason I make this request is that I am not sufficiently familiar with 
the figures. 

Mr. Burron. We will be glad to have you do so. 

(Discussion off the mothet 


Mr. Burron. I may say that in the hearing we held in executive 
session on Tuesday of last week, those figures were developed but it 
Was in executive session, with the understanding that the figures 
would be confidential. I am just letting you know that they are being 


considered and that we are not able to reveal them. But, we are 
following through. 

Mr. Datmas. Mr. Hallett, there are about four or five basic pro- 
ducers in the aluminum industry, that is correct, is it not? 

Mr. Hauterr. That is right. 

Mr. Datmas. Ingot producers. But, there are approximately 
17,000 fabricators, as I understand it, of different types of aluminum 
products, and they are the ones that the committee is most concerned 
with and they were the ones about whom we were talking when the 
various agency representatives appeared at the executive hearing of 
this committee on March 20, on the so-called death sentence in the 
aluminum industry, effective April 1. 

We have some assurance that if it is humanly possible or feasible 
the Administrator of the NPA will take some steps before that time. 
Is that correct, Mr. Chairman ¢ 

Mr. Burron. That I think is correct, and may we emphasize the 
nearness of that date and the importance to the industry, if we are 
not to have total disruption. 

Mr. Hatxerr. In other words, we may look for a reprieve. Thank 
you very much. 

Mr. Burton. Thank you, Mr. Hallett. 

Off the record. 

(Discussion off the record.) 

Mr. Burton. Our next witness is Mr. Linkous. 
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STATEMENT OF G. K. LINKOUS, DANVILLE, VA. 


Mr. Linxovus. Mr. Chairman, my wife and I and several associates 
are trying to operate six businesses which we call small businesses. 
I will give you very brief statements on all of them. 

First, we operate as jobbers and distributors for automotive parts 
and equipment, appliances, such as refrigerators, deep freezers, water 
coolers and heaters, electric and gas ranges, oil and gas heaters and 
furnaces, and many other items. 

We have not edt hag floor jacks since October, and air compressors 
are running 3 to 6 months on deliveries, copper tubing is unobtainable, 
electric tools 3 to 6 months, permanent and methanol antifreezes are 
in short supply, refrigerators cut from five models to one and none of 
the one model; home freezers cut from four models to one, and none 
available; electric and gas water heaters very short; and many other 
items in short supply or unobtainable. 

Our business is much larger in the last 6 months of each year, due 
to the tobacco market in the Danville area, and naturally we buy 
very heavy in the last 6 months, and buy much less the first 6 months 
of each calendar year. We have been hit very hard as most manu- 
facturers have set up allocations based on purchases for the first 6 
months of 1950. This has caused serious handicaps as we bought ex- 
tremely light in the first half of the year, as our inventories were 
too large at the end of 1949, and we were making a serious effort to 
reduce many items in the first part of 1950. 

We realize that under present conditions all of us need the wisdom 
of King Solomon, and if we can submit any other information, please 
call on us. 

That company is known as G. K. Linkous Trading as Link’s, Dan- 
ville, Va. 

The next business is the Danville Welding Co., Inc., Danville, Va. 

We operate as welders, machinists, and electricians, doing welding, 
machine-shop work, and electric-motor rewinding and repairing. We 
also operate as jobbers and distributors of welding-shop supplies, elec- 
trie-shop supplies, iron and steel, mill supplies, et cetera. 

We are having serious difficulties, especially on several items. We 
have not received one pound of magnet wire since June 24, 1950. We 
have received only a few pounds of bronze, welding rod, since last 
June. It seems impossible for us to get alloy welding rods, especially 
the nickel alloys. 

Many items of iron and steel are in short supply and delivery of 
electric motors is slowing up and on some shipments, motors are being 
promised on 10 months’ delivery. 

Due to our business being much larger in the last 6 months of each 
year, our purchases are, of course, larger, and of course, will drop off 
during the first 6 months. This has created a serious problem with us 
as a large number of manufacturers are basing their allocations to us 
on the quantities we purchased in the first 6 months of 1950. 

We realize that under present conditions there are bound to be many 
difficulties and if we can be of any assistance in any way, please call 
on us. 

_ Then, we operate as jobbers and distributors for the water-well 
industry and we are beginning to suffer in the Danville area due to 
shortages of everything for water wells. 
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Many thousand people in this section depend on drilled wells for 
—— suburban homes, small towns and industries, for their water 
supply. 

he water level has been falling for 10 years, and in some instances 
has become serious and unless new wells are drilled the water-supply 
situation may become very serious. 

On June 24, we had several thousand feet well casing in stock— 
about 3 months’ normal supply—and other distributors in Danville 
had good stocks. A t many well drillers had enough on hand to 
drill several weeks. Since June 24 we have had one small shipment, 
and we have not had a foot of casing in many weeks. 

A similar situation exists on galvanized pipe, galvanized tanks, 
electric and hand pumps, copper tubing, and water-well drilling tools 
and supplies. 

We do not want. a single penny’s worth of these items, if it slows up 
the war effort, but it seems that some areas are getting these mate- 
rials and we are not getting them in Southside, Va. 

We do not know what to suggest as we hate to think about alloca- 
tions, but most drillers are having difficulties. There may not be a 
shortage of these items, but some concerns, in our opinion, are hoard- 
ing and others are trying to stockpile a portion of the available supply. 
There already exists a black and a gray market and we are being 
offered materials at from 50 to 100 percent above regular prices by 
different selling agencies. 

We understand legislation that affects the water industry has al- 
ready passed or been partially set up. It seems to us that water 
well construction and maintenance of existing wells and pumps must 
be looked upon as an activity essential to military preparedness, 

This is most true with reference to farms. Milk, chickens, meat 
production, et cetera, suffer tremendously if animals lack water for 
even a short period of time. Municipal wells are essential to life in 
many small communities. Water wells can be developed for a lesser 
expenditure of critical materials than can surface water, even if sur- 
face water were available. Industrial wells are directly related to 
the war effort. 

We believe the situation will get more serious as the rearmament 
program is stepped up and it may be necessary to institute priorities 
for the water-well industry since water is so vital to the health, sani- 
tation, and well-being of all the people, we should be favored as much 
as possible. During World War II we were granted fairly high pri- 
ority ratings. 

We believe large concerns are being favored over small concerns 
by some manufacturers as large orders can be handled at a lower cost 
than many small orders. 

We are expected to pay much larger taxes, and this is as it should 
be but how can we pay taxes if we are gradually forced out of busi- 
nam and cannot receive merchandise to sell, so that we can make 

rofits ¢ 
: We have lost the sale of about 100 pumps in the last 90 days due to 
shortage of galvanized pipe, especially 1-inch and 114-inch. We have 
not had a single foot of. 114-inch galvanized pipe in many weeks. 

Galvanized tanks are not being shipped and we have not received 
a single one from our major supplier in February or March. 
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After you have given this serious consideration and made whatever 
a you care to make we will be —_ to hear from you. 

We you in advance for your consideration of our problems, 
which may be very small ones as compared with many others you are 
facing in this great struggle. 

That was, you can see, in the form of a letter from the Danville 
Well Drilling Co., Inc. I will filethese for your record. 

Mr. Burron. Thank you very much. 

Are there any questions of Mr. Linkous? 

Mr. Hueuirr. May I ask one question. You spoke of a black and 
gray market, Mr. Linkous in certain of your materials. Would 
you be willing to document that and let us have that information ? 

Mr. Linxovs. Yes, sir. 

Mr. Hueurrr. If you would be willing, you may write to John 
Peckman, who is chie? of the Compliance Division. 

Mr. Liyxovus. Yes, thank you. I can also give you statements on 
my other businesses. 

Mr. Burron. If you submit them, they will be made a part of the 


record. 


STATEMENT OF M. B. HICKSON, PRESIDENT, HICKSON LUMBER C0., 
LYNCHBURG, VA. 


Mr. Hickson. May I ask your pardon, Clarence, and may I just 
take a minute? 

Mr. Burton. Yes. 

Mr. Hickson. Clarence, if you will forgive a few personal remarks— 
they need not be on the tad g 

Discussion off the record.) 

Mr. Hickson. I want to say that I think it is very nice, and very 
reassuring to small business to see you men of the Con here toda 
to talk with us men out here in the bushes. That is the way we feel, 
we are glad to see you. 

The commander a while ago sounded to me like a man in the lumber 
business, when he said that it was a buyer’s market, and when he said 
that they took an order from the Government as a last resort. 

All I want to say is that in regard to the lumber business, the price 
freeze was made between December 19 and January 25, and they struck 
kind of a high market in the lumber business. The lumber business 
goes up and down and it is a buyer’s market and it is getting to be 
moreso. SoI found out; and I found that out some weeks ago. 

You see, the lumber industry has been stepped up. . You have all 
of this house building, and all over the country every mill has stepped 
up production, and it does not take long to get a surplus. There will 
always be some items on the shelves but the general production is high 
and, of course, the Government is only using about 16 percent of the 
production, that is about all they need, and that is just a small propor- 
tion. Commander, you may have that. 

Commander Asuter. No; I donot have that figure. 

Mr. Hickson. It is about 16 percent, and that is about all they need. 
Of course, they need a little larger percentage of plywood. , then, 
it does not take long to get overproduction in our industry. 

Now, I think with all due respect to you, sir, I think we can get 
along pretty good without prices on lumber and, in regard to infla- 
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we, if you produce less the prices would come down, they would be 
ess. 

Mr. Evins. Mr. Hickson, since there had to be a price freeze, you 
agree that the price was frozen at a high level ¢ 

Mr. Burton. That is with application to your industry. 

Mr. Hickson. Well, I am a wholesaler and what I do—I hope I am 
not going to get into any trouble—what I do is this. There are so 
many items of lumber, just a multitude of them. You know that, 
Clarence. There are so many items that in that period may be lumber 
man, a wholesaler, did not sell them or offer anything, and some 
man comes along and asks you for something and if you are a good 
wholesaler you are going to try to get it for him and you probably 
have not got a price on him. There are numbers and numbers of items 
we have not got prices on. Our usual method is to take our good 
suppliers and get the lowest price that we can and put them out and 
sell them if we can. 

Now, we know what our commission is, because I have got a good 
auditor. We know what our commission was last year and we know 
what our net was, and that was a good deal less than the automobile 
man said awhile ago; but if we have not got any protection, then we 
take and see if we do not add over our regular commission. 

Now, in the last war, World War IT, of course, we had to set a price 
on every item, each and every one. It took a long time to work that 
out, it took the whole war to work it out, as a matter of fact. But now, 
of course, there is this law and all that we do if we have no price on 
it, well, we have got to do just the best we can. 

We do have some orders coming from subcontractors building war 
plants. 

Mr. Burron. Off the record. 

(Discussion off the record.) 

Mr. Burron. Thank you very much. I know that Mr. McCormick 
will be glad to know that you have no complaints. 

Mr. Hickson. No, sir. I am just hoping that you turn it loose as 
soon as you can. 

Mr. Burton. Thank you. 

Our next witness is Mr. Collings. 


STATEMENT OF G. B. COLLINGS, GENERAL MANAGER, CHAMBER 
OF COMMERCE, NEWPORT NEWS, VA. 


Mr. Coxiirnes. Mr. Chairman, I represent 102 small factories not 
including the shipyards, where they have a tremendously large com- 
pany, as you know. 

Mr. Berron. That is Newport. Do you represent Newport or the 
peninsula ? 

Mr. Cottrnes. The chamber of commerce of the whole peninsula, 
five counties, two cities, and a town. 

The point I want to bring out is this. Of these 102 companies 
there are 6 of them that have got less than 500 employees or more 
than 50. So, we have got about 105 companies employing about 30 
or 31 men apiece, which is a rather unusual set-up, in that there is 
nothing in between. It is a one-factory town. 

Now, all of these men I am going to talk about, as Mr. Halleck says, 
those are men that work in overalls. I know them all personally, 
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I go through their factories. That is all Ido. When 4 o’clock comes, 
or rather 3:30, because they take a half an hour to eat, they go into 
the office and work on the typewriters. They have no overhead in 
the way of sending men to Washington to get contracts. 

Mr. Burron. Then, they are dependent on subcontracts. 

Mr. Cotxines. I am getting to that, in just 1 minute. Now, when 
it comes to the contract set-up, we find two kinds, one negotiated and 
one advertised. ; 

Under negotiated contracts, let us take the General Motors and 
Chrysler handle those. They might sell, for instance, 2,000,000 Chev- 
rolet cars, and they might have an order for 2,000,000 cars, that is, 
supplies. The Government wants to buy 500 tanks, and that is only 
50,000 forgings. That is a small order compared to the volume that 
has been done. 

Now, before negotiating they get prices from Detroit and so forth, 
and they add those prices together and they put in their price to 
Washington and the price is negotiated. 

Now, when they get that contract, when it comes to subcontracts, 
if you go to General Motors or Chrysler, if you go to Detroit, then they 
say, “Why, we promised our subcontract to the lowest man.” Then 

ou ask, “Who is the lowest man?” And they say, “Our lowest man 
is the man we have been doing business with since 1915,” and you 
find that it is a very large company, and they are going to deal with 
him. 

They know this man, they know he can produce. What chance 
has somebody from Lynchburg or Newport News to go there and get 
that subcontract ¢ 

Now, I find no fault with that for this reason, that if I were buying 
for the Government I would let General Motors or Chrysler get the 
contract, I would not take any chances. And I would deal with the 

entleman that I have known for 20 years, because I know him and 

know that he has always delivered. I would not go to Lynchburg, 
for example, to a drop-forge plant and if Lynchburg came up, I would 
throw them out. 

The purchasing agent in Detroit would say to the Lynchburg man, 
“I don’t know you.” The man would say, “Look me up in Dun & 
Bradstreet.” So, he would, and he would say, “Sure enough, you have 
got a good rating. There is no doubt you can do it, but that is a pretty 

ong way off, and we have to have this stuff on time.” 

The whole set-up of negotiated contracts and advertised contracts— 
as I see it, and as I think we all know, it simply is the result of the 
war, you cannot help yourself. I don’t see what you are going to do 
about it. 

Mr. Burton. Do you suggest any solution ? 

Mr. Cotiine@s. I cannot see what you can do.— When a war is coming 
ke do things as fast as you can. You have got to do it. I do not see 

ow in the world you are going to do it any better. 


Mr. Hauixcx. Mr. Collings, may I interrupt ? 

Mr. CotiiNngs. Be glad to have you. 

Mr. Hatixck. I know, for instance, that during World War II 
Chrysler particularly prided itself on the subcontracting job that it 
did. Chrysler had thousands and thousands of subcontractors. 

Mr. Couiines. I know that. 
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Mr. Hauueck. In my district of Indiana—— 

Mr. Coturnes. I have been there, and I know just exactly how it 
was, 

Mr. Hatxieck. Of course, you have the matter of transportation to 
Detroit, you have to transport those forgings from Virginia to Detroit, 
if thaf is where the assembly job was to be done. Of course, that does 
present a very difficult problem. 

Mr. Couxrnes. Sure it does. Now, I will say that Chrysler and 
General Motors tried to do it, but how in the world are they going to 
do it all the way down the line? If you take 50,000 forgings, that is 
just a drop in the bucket. That is the point I am getting at, it is 
awfully small. 

Commander Asuier. If I may interrupt, I do not see exactly what 
Mr. Collings is telling us. I do not believe that it is a pattern, for this 
reason. It is true in the automotive industry that because of the re- 
strictions on steel, they will be forced to cut back in the automotive 
industry, with a consequent cutback in the work for their 2. oa sup- 
“serpen So, quite naturally, they are going to keep going to their regu- 

ar suppliers with the war work. 

Now, however, only 3 weeks ago I was in the State of New York, 
and particularly in New York City, and I know that Curtis-Wright 
went out, actually seeking subcontractors. They went to the extent of 
sending a team to the Middle West and New England. During that 
visit they encouraged people to see them and ys uncovered some 


new suppliers. They were people that they had never worked with 
before. 
I got word on Friday that Bendix Aviation, who I know from previ- 
ous experience personally, 6 months ago, would turn away — small 
y 


manufacturer who sought subcontracting work, today is eagerly seek- 
ing subcontracts. 

So, I think, in spite of the limited defense expenditures, we will see 
that probably obtained more rapidly in the aircraft industry than we 
will in the automotive field. 

Mr. Couiines. Well, yes; that is right. You hear about these 
things, that Chrysler tried to do this and General Motors tried to do 
that, which they did, they tried to. But you can plainly see if you are 
the purchasing agent—well, you know where you are going to. You 
are going to, and you are bound to, it is human nature, you cannot do 
it any other way—you know where you are going. 

Besides talking for these 105 small companies, I am talking also of 
the metals, steel, copper, and aluminum. en it comes to a contract 
for 20,000 cans of salmon, that is all right, you have got the contract; 
but when it comes to this question of converting your plant, like this 
aluminum plant, they coud no more make steel windows than fly. All 
the dies are set up for aluminum, they cannot do it, and they are 
caught. 

Now, getting down to this aluminum business. A jet plane weighs 
14,000 pounds, and 40 percent of that weight is aluminum. A B-29 
weighs 70,000 pounds and 40 percent of that weight is aluminum. 

ow, the number of planes that has been ordered, as near as I can 
get it, is 3,000. They hope to hit 10,000, but the money has not been 
appropriated as yet. But if they get 10,000, which is the very worst 
figure, that would hit the aluminum set-up, that would give you 
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28,000,000 pounds for jets and 140,000,000 pounds for the B-29’s, and 
that gives a total of 168,000,000 pounds of aluminum. 

Now, then, I have here on this paper, a total of over 900,000,000 
pounds of new capacity which will be under construction for 1951, 
when it is completed gers’ aluminum me eye 

That capacity will look like this: Alcoa, 979,000,000; Reynolds 
Metals, 689,000,000; Kaiser, 546,000,000; Apex, 120,000,000, or a total 
of 2,335,000,000. 

Now, you have got allocated to the airplane industry 168,000,000. 
Well, that is about one-tenth. 

Mr. Evins. Can you give us the source of these figures, this infor- 
mation ? 

Mr. Coxirnes. Yes, indeed. They are published in Modern Metals 
magazine for December 1950. 

Now, there is the new capacity and you have got your allocations. 
Now, I raise this point. I would like to see the NPA bring in a written 
report signed to you gentlemen of this committee, showing what is the 
capacity of production, how much has been allocated, how much is 
going to be allocated. 

Mr. Burton. That report has been submitted in confidence. 

Mr. Cotiines. And who makes up the list as to what has been laid 
out. Then you will see where the aluminum is going and where it is 
stored and—— 

Mr. Burton. As I say, we have that. I wish we were free to give 
you those figures. But we are hopeful that there can be some relief 
given to the con ab 

Mr. Coxttrnes. I hate to go so fast, but you are crowding me be- 
cause of the time and you begged me not to take too long, and I am 
trying to do that as hard as I can. 

And now I will give you this page from the December 1950 issue of 
Modern Metals, entitled “Aluminum Curbs, Expansion and Outlook.” 
First I would like to read this part of it to you: 


BUILDING Propucts 


Some 25,000 roofing, siding, and insulating contractors who use aluminum 
claim that the aluminum cut would curtail most of their activities and throw 
250,000 employees out of work. They say that the limitation will remove the 
incentive of users to obtain aluminum from outside the United States. Unions 
are making it clear that millions of employees will be idle as a result of the 
order. This is already true in Detroit. 

Some makers of low-profit finished aluminum products say the order will force 
them to shut down completely. Transit manufacturers take a dim view of their 
prospects unless they obtain relief on the aluminum order. They claim that 
8,000 new vehicles are needed for replacement in 1951, to say nothing of added 
emergency demands for increased transit to defense plants. 

Manufacturers of awnings, windows, fans, shovels, nails, et cetera, are all 
pretty much in agreement that the allocation order’s worst feature is the base 
period which NPA has chosen. Almost all of them take a critical view of the 
Government’s refusal to buy Canadian aluminum for the stockpile. 

This story is familiar to everybody concerned with aluminum but it is worth 
repeating here. Last August 21, the Aluminum Co. of Canada offered to supply 
440,000,000 pounds of primary aluminum for the United States stockpile at the 
then prevailing price of 16.5 cents per pound. The metal was to be delivered 
over a 3-year period—77,000,000 pounds next year, 143,000,000 in 1952, and the 
balance in 1953—and the freight allowance was not to exceed 1 cent per pound. 

All in all, it was quite a bargain. Expiration date on the offer was put at 
October 12, but Alcan advanced it to the 31st upon request from the United States 
Government. The price was left unchanged although the market price in the 
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United States had subsequently jumped to 18 cents per pound for pig, 19 cents 
for ingot. 

The offer touched off some sniping in Truman's official family. Secretary 
of Commerce Sawyer thinks we should buy aluminum from Canada or anywhere 
else we can get it. He expressed this view in a letter to Defense Production 
Coordinator Stuart Symington, and suggested that we accept the Alcan offer. 

But Symington vetoed the deal, claiming that we need the metal right now, 
and should give our own producers (Alcoa, Reynolds, and Kaiser) first call. His 
reasoning went something like this: “If (Alcan) can’t deliver all the aluminum 
now when we need it very badly, why subsidize that company for future expan- 
sion*”’ Canadian officials answered that subsidization had nothing to do with 
it, that Alean would expand facilities to meet long-term United States needs if 
requested. 

At any rate, the offer was allowed to expire. Canadian officials (and many 
people in the United States) were astonished by the Government's refusal to 
take advantage of the very attractive Canadian offer—particularly inasmuch 
as the two countries recently signed an agreement to pool their defense 
resources. 


Mr. Burrox. You may submit that whole page for the record. 
(The page referred to is as follows :) 


ALUMINUM CURBS, EXPANSION, AND OUTLOOK 


(By F. L. Church) 


It is now obvious that the recent controls on the use of aluminum for commer- 
cial production will affect the entire economy. Very few people realized that the 
million tons of aluminum being consumed were so essential. It has become ap- 
parent that the output of many major industries will be drastically curtailed by 
the Government’s controls on use of aluminum. 

The much-discussed 35 percent cut-back on the use of aluminum, starting next 
month, has been decreased to 20 percent for January. In view of our recent 
surprise encounter with the Chinese and the obvious military pressure to in- 
crease mobilization, the prospect for only limited controls over aluminum is not 
very bright. There is probably more confusion in Washington now than at any 
time during the last war—due to weak, unseasoned and unqualified civilian and 
military administrators. You can expect major changes every hour on the hour, 
and it is folly for industry to plan a week in advance at this time. 

An idea of how aluminum curbs will affect industry can be gleaned from 
specific cases that have recently come to our attention. We have selected a few 
of the major aluminum-using industries. 


AUTOMOTIVE-——THE BIGGEST OF THEM ALL 


Output will be reduced in direct proportion to the reduction in aluminum use 
because certain parts made entirely of aluminum cannot be economically made 
in any other material. Pistons, automatic transmissions, and several die castings 
are the principal aluminum uses in this industry. Extensive retooling would be 
required to switch pistons from aluminum to cast iron. Automatic transmis- 
sions present an even tougher problem. The preferred alternative, automotive 
men believe, is to make fewer vehicles. 

Bus and trailer manufacturers would have to curtail output even more because 
orders are now 10 to 20 times as great as they were during the average-use 
period stipulated in the allocation order. Many of these firms believe, however, 
that the order may be relaxed in their cases. 

There are other problems. One firm, for example, had a 100-day strike during 
the base period, and will have to seek relief from the order. Others are in the 
same hoat. Some automotive people are thinking of alleviating the pressure by 
switching the aluminum (and copper) allotments from one part to another—from 
pistons to hydraulic eylinders, for example. This might permit them to increase 
production by 10 percent, some say. 

On the other hand, it seems probable that the market for cars will drop con- 
siderably in 1951. Kaiser-Frazer has cut output by 50 percent already, and its 
cars are piling up everywhere. The company blames credit restrictions, and 
other manufacturers are in agreement. Some observers say that Detroit may 
soon have an oversupply of aluminum. 
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APPLIANCES 


General Electric is planning a 25 percent cut-back (to about 9,000,000 units) 
starting in January. General Miectric blames this on the aluminum allocation 
order—not on any dip in demand. The company does believe that credit restric- 
tions, coming unemployment, and higher taxes will ease demand early in 1951. 
Some washer manufacturers (Maytag is one) are looking for defense contracts 
because substitutes for aluminum cannot keep output at current levels. 

Clothes-dryer manufacturers, most of whom have big backlogs, foresee a 50 to 
60 percent cut-back as a result of the aluminum order. Some are reluctantly 
returning to wood, and others are thinking of using galvanized steel. 


COLLAPSIBLE TUBES 


Manufacturers claim to be using about 70,000,000 pounds of aluminum per 
year, which is double the amount used during the 12-month base period. These 
firms claim they cannot afford tin ($1.50 per pound) or lead (19 cents per pound ) 
in lieu of aluminum. Half of the tube output goes to the military for transport- 
ing medicines, pharmaceuticals, food, and so forth. These firms claim their 
actual usage per pound of metal bought is greater than that of most other 
industries. 


TELEVISION 


Set manufacturers say there is ne satisfactory substitute for aluminum in tube 
shields and other components. They won’t feel the aluminum pinch so much, 
however, because 1951 production will be lowered by other factors such as the 
allocation of cobalt. This also applies to radio. 


INSTRUMENTS 


Since the Korean War started, manufacturers have been deluged with orders 
for scientic and industrial instruments of all types. Since these firms cannot 
use wood or plastics in place of aluminum, and since instruments in general are 
not covered by DO's, a 50 percent cut-back is expected in this very important 
line of business. 


BUILDING PRODUCTS 


Some 25,000 roofing. siding and insulating contractors who use aluminum claim 
that the aluminum cut would curtail most of their activities and throw 250,000 
employees out of work. They say that the limitation will remove the incentive 
of users to obtain aluminum from outside the United States. Union are making 
it clear that millions of employees will be idle as a result of the order. This is 
already true in Detroit. 

Some makers of low-profit finished aluminum products say the order will force 
them to shut down completely. Transit manufacturers take a dim view of their 
prospects unless they obtain relief on the aluminum order, They claim that 
8,000 new vehicles are needed for replacement in 1951, to say nothing of added 
emergency demands for increased transit to defense plants. 

Manufacturers of awnings, windows, fans, shovels, nails, etc., are all pretty 
much in agreement that the allocation order's worst feature is the base period 
which NPA has chosen. Almost all of them take a critical view of the Govern- 
ment’s refusal to buy Canadian aluminum for the stockpile. 

This story is familiar to everybody concerned with aluminum, but it is worth 
repeating here. Last August 21 the Aluminum Co. of Canada offered to supply 
440,000,000 pounds of primary aluminum for the United States stockpile at the 
then prevailing price of 16.5 cents per pound. The metal was to be delivered 
over a 3-year period—77,000,000 pounds next year, 143,000,000 in 1952, and the 
balance in 1953—and the freight allowance was not to exceed 1 cent per pound. 

All in all, it was quite a bargain. Expiration date on the offer was put at 
October 12, but Alcan advanced it to the 3lst upon request from the United 
States Government. The price was left unchanged, although the market price 
in the United States had subsequently jumped to 18 cents per pound for pig, 19 
cents for ingot. 

The offer touched off some sniping in Truman’s official family. Secretary of 
Commerce Sawyer thinks we should buy aluminum from Canada or anywhere 
else we can get it. He expressed this view in a letter to Defense Production 
Coordinator Stuart Symington and suggested that we accept the Alcan offer. 
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But Symington vetoed the deal, claiming that we need the metal right now 
and should give our own producers (Alcoa, Reynolds, and Kaiser) first call. 
His reasoning went something like this: “If (Alcan) can’t deliver all the alumi- 
num now when we need it very badly, why subsidize that company for future 
expansion?’ Canadian officials answered that subsidization had nothing to do 
with it, that Alean would expand facilities to meet long-term United States 
needs if requested. 

At any rate, the offer was allowed to expire. Canadian officials (and many 
people in the United States) were astonished by the Government’s refusal to 
take advantage of the very attractive Canadian offer—particularly inasmuch as 
the two countries recently signed an agreement to pool their defense resources. 

In the meantime United States firms that use aluminum have been very critical 
of the Government’s policy in this matter. They point out that the current 
shortage is sure to continue beyond 1951. If there is any short-term solution to 
the problem (in view of recent military demands) nobody has come up with it. 
One thing that might help is world allocation of aluminum as suggested in 
Modern Metals last month. 

This would be a job for the BCA. It would require Marshall-plan users of 
aluminum to take a cut equal to that being forced on United States consumers. 
The metal thus released would help supply United States military and stockpile 
needs. Theoretically, a proportionate amount would thereby be released for 
commercial uses. Since this has obvious political implications, Washington will 
probably duck the idea as long as possible. 

The only long-term answer is—more capacity. It won’t add up to the 2,000,- 
000,000 pounds that Symington first suggested (he got the wrong figure from 
somebody) but will be more like a billion pounds. 

Alcoa is already reactivating uneconomical capacity at Massena, N. Y., and 
Badin, N. C. This will increase output by 158,000,000 pounds per year, and the 
metal will all go to the stockpile. Alcoa is also adding 240,000,000 pounds of new 
capacity—70,000,000 at the Texas plant, and the rest at new locations. 

Kaiser and Reynolds will add 200,000,000 pounds of new facilities which will 
probably be located in the Southwest. Kaiser has also added 40,000,000 pounds 
of capacity at Mead which will be in operation next month. Reynolds is adding 
50,000,000 pounds of capacity at Jones Mills and additions are planned at Trout- 
dale. In all, the three producers will add 16 new potlines which will produce 
640,000,000 pounds of aluminum per year. 

In the meantime, Apex Smelting Co., of Chicago, the largest secondary 
aluminum smelter, has finally decided to go ahead with its plans to build and 
operate a primary aluminum reduction plant. The company has employed per- 
sonnel to operate the plant and has taken out options on sources of both gas and 
bauxite. Current plans are to build an alumina plant on the Gulf and a reduc- 
tion plant in Texas. Power sites in Arkansas and Oklahoma are still being 
considered. The plant will be run as an independent operation by its subsidiary, 
Apex Aluminum Corp. 

Apex hopes to’ set up an operation that will product between 120,000,000 and 
150,000,000 pounds of aluminum per year. The company is going into the primary 
field in order to supply its 1,000-odd customers with adequate aluminum for cast- 
ings, die castings, extrusions, deoxidizers, and so forth. Apex will also supply 
pure aluminum to its competitors in the secondary smelting field. 

Thus, a total of over 900 million pounds of new capacity will be under construc- 
tion next year. When completed, primary aluminum capacity will look like 
this: 











Total by 1952- 


Adding normal imports and reclaimed scrap, the total aluminum supply by 1952 
will be in excess of 1.5 million tons. Barring an all-out war, this should take care 
of all demands. 

The three aluminum producers have agreed to sell in the open market up to 
two-thirds of the metal produced in their new plants for a period of 5 years. 
They have also agreed to sell 25 percent of this metal for the next 15 years to 
users that have no primary producing facilities. 
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As we go to press (December 11), the latest NPA order, as amended, permits 
January usage at 80 percent of the base period—the first 6 months of 1950. This 
is a 15 percent increase over the original order. February usage will be 75 
percent while March and subsequent months will be held at the original 65 percent 
of base-period usage. It is possibly safe to assume that the war situation will 
have to improve if further amendments are to be made. 

Should this happen, our guess is that the Government might ease up on stock- 
piling and increase imports to the point users would be permitted 100 percent of 
their usage during the base period. This would be of no help to newcomers, but 
established users would be able to get by. 

Mr. Cotirngs. Well, gentlemen, all that I can do is ask questions. 
I have no staff, I have no money, and I cannot go back and forth to 
Washington. I think that they should bring in a written report signed 
by them showing what they are doing with the aluminum. We cannot 
get it. 3 3 

I heard this fellow from the wool industry, but at least he can get his 
wool at $4 a pound, but we cannot get one sane of aluminum for $40. 

Mr. Burton. Thank you very much. e are going to refer you 
to the various agency representatives present. You can speak to 
them. 

Mr. Coriines. Thank you. I hope that this can be straightened 
out, gentlemen. 

Mr. Burton. Off the record. 

(Discussion off the record.) 


STATEMENT OF C. R. HUDGINS, LYNCHBURG, VA. 


Mr. Huperns. Mr. Chairman and committeemen, I am really a 


small-business man. 
Mr. Burton. That is fine; we are the Small Business Committee. 


Mr. Huperns. I was speaking to you about my business before. 
I have a gold and silver plant at Lynchburg and I have been operating 
here for LP presi in Lynchburg. I have taken all of my resources 


that I saved during the war in Government bonds and I invested it 
in this business here in Lynchburg, to run this plant. 

Now, I could get, if I ever had a larger plant, I could get plenty 
of work to do. But at the present time the materials in my line are 

tting scarce. With all of my money that has been invested in this 
Cedianee, my business is heading for the rocks very soon, if I do not 
get some relief. 

Mr. Hatreck. What materials do you need ? 

Mr. Huparns. I need copper, brass, and silver. 

Mr. Burton. In what quantities ? 

Mr. Huperns. Well, in small quantities, but even now it is a month 
or 2 months before we do get an order in, even a small order from 
these manufacturers. 

Mr. Evins. How long have you been in this business altogether ? 

Mr. Huperns. Well, I have worked in the business 40 years. 

Mr. Evins. Do you have some normal source of supply that you can 
use some persuasion on ¢ 

Mr. Huperns. I don’t think so. I went tothe bank. I went to the 
RFC. But they require so much collateral that they will not put up 
any money in my business to expand. If I could get equipment, like 
chrome and cadmium, I would have a lot of defense work for the 
Government, and not only for the Government but for mills doing 
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work for the Government with chrome. I would like to get an answer 
from the RFC, if there is any way possible for a loan. 

Mr. Damas. Have you filed an application ? 

Mr. Huperns. No; I have not filed an application yet, but I under- 
stand from the RFC that my collateral is not even enough to get 
money from them. I thought that was set up for the small-business 
man when they needed money without a lot of collateral. 

Mr. Datmas. May I suggest that you file an application just as they 
want it and then see what happens. 

Mr. Burron. Yes; I think that is in order. It is my GRGRRHASEINS 
that no business is too small for the RFC. But there are many o 
us who are being rather critical of the RFC and expect them to examine 
their loans very carefully before they make them. 

Mr. Huparns. I will agree with you there, and that is my under- 
standing. 

Mr. Burton. The RFC representative may have something to say. 

Mr. Evins. Off the record. 

( Discussion off the record.) 

Mr. O’Donnewi. Yes; we do require adequate security. We do 
make loans and we do not require influence to get the loans. In fact, 
that does not help any in getting a loan in Richmond. I might say 
that none of the Congressmen or Senators used any influence or 
. pressure in the Richmond agency in obtaining loans for anyone. 

Mr. Evins. You have a Small Business Division in you agency and 
you give consideration to small-business = weeny 

Mr. O’Donnewu. Yes, sir; and we will be very glad to consider 


your application, sir, if you wish to file one. The only thing is that 


we must have adequate collateral to secure the loan. 

Mr. Burron. Your experience, I would say, would be vital in the 
consideration of that loan. 

Mr. Huperns. Thank you very much. 

Mr. Evins. May I ask the gentleman from the RFC at this point 
whether or not the RFC is not one of the agencies of the Government 
thet is m»king monev and is in the black rather than in the red ¢ 

Mr. O’Donnewu. Yes, sir. 

Mr. Burton. Thank you very much, Mr. Hudgins. 

Our next witness is Mr. Black. 


STATEMENT OF JULIAN H. BLACK, PROPRIETOR, SEVEN-UP 
BOTTLING CO., INC., WAYNESBORO, VA. 


Mr. Buack. My name is Julian H. Black. I am the proprietor of 
the Seven-Up Bottling Co., in Waynesboro, Va. 

This matter has come before the Senate Small Business Committee 
and I take this opportunity of bringing it before you gentlemen, who 
I know are pec familiar with the conditions and circumstances. 

I will read this letter, it is very short, and I think it probably will 
suffice. 

Mr. Burron. You may proceed. 

Mr. Buiack. This was a letter that I addressed to Mr. Lawrence 
McWane, executive secretary, Chamber of Commerce, Lynchburg, Va. : 

Dear Mr. MCWANE: For the consideration of the Small Business Committee 
of the United States House of Representatives in meeting in Lynchburg, I would 
like to suggest the soft-drink-bottling industry in the State. 
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The Small Business Committee of the United States Senate has recently dis- 
closed the fact that two-thirds of the 6,500 soft-drink bottlers in the United 
States are either losing money or barely managing to break even. It has been 
found that the small bottler has been unable to compete against bigger com- 
panies, because, in some instances, the huge bottlers are subsidized by their 
parent organizations. The bigger companies are seemingly content with a 
fraction-of-a-cent profit per case, apparently under the theory that any more 
profit would largely find its way into either Federal or State tax funds. This 
theory carried into effect has resulted in the large numbers of small bottlers, 
who make up the largest number of bottlers, being a very small source of tax 
revenue. 

In an effort to hold the price at the level existing for over 10 years, one par- 
ticular company takes an active opposition to any price raise by advertising in 
national and local periodicals and magazines with the 5-cent price. This in 
spite of the fact that surveys show the largest cities and many communities 
have gone to wholesale prices, which preclude the 5-cent selling price, on all 
soft drinks. 

Since 1940, the Senate committee found, the costs for all bottlers in producing 
soft drinks have risen over 100 percent in basic items used in the manufacture, 
such as sugar, bottles, cases, and crowns. 

The inadequacy of the deposit structure is a cause for great waste in glass 
containers. With the greatly increased demand for glass, due to limitations on 
metals, as containers, it appears that there may be a short supply developing 
in glass containers. With an adequate deposit structure we would be assured of 
the return of a majority of the bottles and cases placed in the trade, and thus 
stop the great waste, which the present deposit hardly slows. Here, too, the 
active opposition of the huge-volume bottler prevents a greatly needed policy 
of conservation. Sound business procedure dictates that the deposit on bottles 
and cases be equal to their original cost. 

The situation in Virginia is such that some bottlers are even now laying the 
ground work to cause a State tax to be placed on soft drinks, under the theory 
that thereby the 5-cent price would be broken, and it appears that is the only 
way this might be accomplished. 

The inference appears to be that the huge-volume bottler wants to drive out 
the independent bottler. Some action should be taken to prevent this needless 
failure of one small business group. 


Mr. Hatreck. If you raised the price of your product to 6 or 7 
cents, whereas your competitive soft drinks were still a nickel, would 
that put you out of business competitively ¢ 

Mr. Buack. Definitely; unquestionably. Then, we have this deposit 
question. 

Mr. Hauieck. How is that fixed? 

Mr. Buiack. Well, bottles that they now furnish me for Seven-Up— 
those Seven-Up bottles cost $7.35 a gross, which is a little over 5 cents 
for each. 

Mr. Hatiecx. And you get a 2-cent deposit? 

Mr. Buack. A 2-cent deposit; that is right, sir. 

Mr. Hatieckx. Who fixes that; is that the custom in the trade? 

Mr. Buack. Yes, sir; and any effort on the part of the smaller bottler 
to dislodge that meets with very virulent opposition. 

Mr. Burton. Our next witness is Mr. D. G. Myers. 


STATEMENT OF D. G. MYERS, MYERS CHEMICAL CORP., 
LYNCHBURG, VA. 


Mr. Myers. My name is D. G. Myers, Myers Chemical Corp., Lynch- 
burg, Va. We are producers of manganese ore. 

Gentlemen, I do not know whether this committee has the authority 
to investigate complaints on the explorations by the Bureau of Mines 
of manganese ore. 
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We own a mine that was operated in the First World War and pro- 
duced 30,000 tons of high-grade manganese ore. At the period of the 
Second World War, as to exploration, under the bill S. 117, they were 
to have some drilling done to test the depth of this ore remaining in 
the mines to see if we could not operate profitably. In the First World 
War we operated, in 1918, after the submarines knocked out the Rus- 
sian ore. 

Well, after several years the Bureau of Mines came and drilled but 
they did not follow the instructions of the Geological Survey, who 
laid out the work for them to do. However, they did drill through 
20 feet of ore that we have never touched, and it was high-grade ore. 

However, when I went to get the report to learn if they found any- 
thing, I had to have affidavits taken from the workers that were em- 
ployed by the Bureau of Mines and the sample that was taken and I 
also took a sample myself and I had it analyzed and examined and 
they said it was a high-grade ore, the same as we had mined before. 

So, the result was that I applied to the RFC for a loan and I was 
informed that the manganese situation was easier and was not critical 
as it had been, and due to the report of the Bureau of Mines I was 
refused a loan. 

Now, we probably never would have mentioned this again except 
for the fact of this recent emergency, when we are not getting any ore 
from Russia at all and it is a somewhat critical material today in the 
United States. With the increase in steel production which is now 
claimed and which is a fact, we are going to need more and more 
manganese. 

Now, the Defense Minerals Act provides for assistance in develop- 
ing manganese ore today in thiscountry. Due to the fact that Virginia 
was the leader in producing manganese in the history of the United 
States up to 1918, I feel that this territory deserves consideration and 
that reexamination of what they have done probably should be done. 

I have just had a call from the Alleghany Minerals, authorizing 
me—they are in Portsmouth, and they authorize me to send in ma- 
chinery and open up the property, providing the Government. will 
participate in the development work. They have already had their 
engineer there and they have agreed in every complaint that I have 
made against the Bureau on the ground that when they came and 
made these reports in, they did not draw them on the map as it should 
be drawn. I have had four reports from private engineering com- 
panies disagreeing entirely with their report. 

I would like to ask this committee if there is any way of investi- 
gating or sending a man to the ground or going over these reports 
or doing anything in any way to help the small operator. 

As you know, the manganese business is in its infancy in the United 
States. There is no large production of high-grade ore anywhere 
and we do need every pound that we can get. In addition to that, 
we have in these two counties, Appomattox and Campbell Counties, 
from 2 million to 4 million tons of low-grade ore for concentration ; 
but we are right next to the high-grade ore, and it would save about 
$8 a ton of freight on the ore produced, 

I made a statement in 1948 before the House of Representatives 
Subcommittee on Mines and Mining of the Committee on Public 
Lands. That is in part 1, on February 4. That has the complete 
report from this engineer who had been with the Bureau of Mines 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 89 


at that time that made that report. I would like for this committee 
to read this report and check it and see what they can do. 

Mr. Burron. Mr. Myers, your testimony will be in the record and 
we will see that it is submitted to the Defense Minerals Adminis- 
tration. > 

Mr. Myers. I will say this regarding the Defense Minerals Admin- 
istration, that I have just received a letter from Dr. Boyd, saying that 
he is willing to take a proposal now from me and consider reopening 
the case and also to accept a proposal asking for financial assistance, 
if necessary, to open the property. 

Mr. Burton. Well, will you follow through on that? Are there 
any of the Government representatives here that care to comment on 
this point ; or would it fall in your jurisdiction ? 

Mr. Datmas. Mr. Chairman, the Defense Minerals Administration 
intended to have a representative with the committee, but it so hap- 
pened that on this trip they thought that there would not be any 
mining problems presented. 

Mr. Myers. That is just what I was afraid of. 

Mr. Davmas. So they asked to be relieved from this trip. 

Mr. Burton. Are there any questions? 

Mr. Evins. Well, I might say, Mr. Dalmas, that a representative 
of the Defense Minerals Administration has previously testified before 
the committee to the effect that they are very much interested in 
eh all of the possibilities of production of critical materials. 

r. Myers. Well, they say that, but they don’t come to this terri- 
tory; they do go to the Middle West. 

rood Datmas. Mr. Chairman, I would like to put this letter in the 
record. 

Mr. Burron. Do you have any questions of Mr. Myers? 

Mr. Davoas. No. 

Mr. Burton. Thank you very much. This committee will follow 
through. 

Mr. Damas. This letter is from L. A. Myers, Jr., of the Black 
Diamond Trailer Co., Inc., of Bristol, Va., and concerns difficulties 
that that company is having in securing tires and other material. 

Mr. Burton. It may be made a part of the record. 

(The letter referred to is as follows:) 

Bristor, Va., March 23, 1951. 
House SMALL BustINess COMMITTEE, 
Council Chambers, Lynchburg, Va. 
(Attention Mr. G. L. Stockton.) 


GENTLEMEN : The writer had hoped to attend your session on March 26, which 
we understand will be devoted to hearing of the vicissitudes of small-business 
concerns in regard to material shortages. 

We feel that the truck-trailer industry is extremely important to our national- 
defense program, and, as you know, this fact has been pointed out repeatedly 
by the Defense Transport Administration, and many other agencies. 

No doubt the most important factor limiting the delivery of truck-trailers at 
this time is the inability of the manufacturers to obtain tires of the larger 
sizes. As an example of the difficulty which our small company has experienced, 
we have had 11.00—22 tires ordered from our two principal tire suppliers since 
last July. One of these manufacturers has not shipped a single tire and tube 
assembly in this size. The other has shipped a total of 50 assemblies since 
last August. At this time we have approximately 35 tandem-axle trailers com- 
pleted, requiring this size tire. These trailers would require a total of 280 
tires and tubes. A number of units requiring this tire size have already been 
delivered without tires, so that we are obligated to our customers to replace 
these tires as soon as they are available. 
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We believe that the above figures will serve to illustrate the impossible 
situation which is now confronting us, unless some relief can be forthcoming. 
The 35 trailers referred to above would be capable of carrying over a million 
pounds of freight each day, under the legal load limit in Virginia. This is a 
small example of the tonnage being lost daily because of tire shortages, which 
we are confident would have to be multiplied by many times. 

We have been told by our tire manufacturers that it has been necessary for 
them to lay off a great many workers, leaving many molds idle because of the 
cut-back in the use of rubber. We are now faced with the same problem in 
our business, since we will be forced to lay off our production employees 
rather than continue to build equipment that cannot be delivered. 

We sincerely urge your cooperation in the matter of obtaining more reason- 
able distribution of the available rubber supply, to make original equipment 
tires available for these essential users. 

Yours very truly, 
Biack DraMONp TrAILer Co., INc. 
L. A. Myers, Jr. 


Mr. Burron. Do you have anything further to put in the record? 

Mr. Datmas. No, sir. 

Mr. Hveurrr. There is one thing that I might say in connection 
with these gentlemen having difficulty in understanding regulations, 
and so forth. 

The Research Institute of America has put out this little book, 
Doing Business Under Material Control. It carries very simple ex- 
planations and there will be supplements later. This might be of 
great interest to some of these people, if they will obtain copies of it. 

Mr. Burron. Where do they write to get that, what is the address? 

Mr. Huenrrtr. The Research Institute of America, 292 Madison 
Avenue, New York City. The title of it is, “Doing Business Under 
Material Control.” 

Mr. Burton. We have present with us Mr. C. Roy Mundee, regional 
director, United States Department of Commerce, Richmond, Va., 
and alsothe NPA. Do you care to make any comments? 

Mr. Munper. No; thank you. 

Mr. Burron. Mr. McWane? 

Mr. Frepn McWane. We hear from time to time that there is in 
the mill something similar to the old CMP. Is that correct, and if 
that is so, may we have a statement in connection with that ? 

Mr. Hueurrr. There is a possibility of CMP being put in opera- 
tion as of the third quarter. It is only a possibility, however, because 
it has not been determined that there is an absolute necessity for it 
and we would not want it unless there was a necessity for it. If it 
should be necessary, however, we are doing all of the planning right 
ows so if it should become necessary it can be put in operation in 

uly. 

Mr. McWane. Is that likely to be in addition to the defense order? 

Mr. Hueurrr. If we should have the CMP it is quite obvious that 
we probably would have to have an order to attempt to have equitable 
distribution of the balances remaining. 

Mr. Frev McWane. I would like to ask a question off the record. 

(There was discussion off the record.) 

Mr. Frev McWane. I should have asked that on the record, per- 
haps. The machinery, then, is being set up for appeals. There are a 
great many of us in the business that will just have to close up if we 
cannot appeal. I suppose that it would be well for folks like ourselves 
to wait for that appeal procedure. 
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Mr. Hueurrr. No, sir; never wait; make your appeal now. You 
may get an answer stating to you that a review will be out before 


they can grant an appeal. 
Mr. Frep McWane. You will get our appeal before the week is over. 


Thank you. 

Mr. Burton. Is there anyone else who wishes to be heard before 
the hearing is adjourned ? 

Mr. Owen. My name is Boyd Owen, of the Virginia Greenstone 
Co., Lynchburg. I had something, I had a question, but Mr. McWane 
said it would be mailed to him. 

Mr. Burton. In other words, that takes care of your problem? 

Mr. Owen. Yes, sir. 

Mr. Leo McCormick. Mr. Chairman, the question came up of the 
matter of the distribution of regulations, this morning. In the room 
we have two representatives of the Richmond regional office. That 
is located at 900 North Lombardy Street, Richmond. They are now 
in a position to distribute all regulations through the State of Virginia. 
They are in a position to advise or interpret or direct people to where 
they can get the facts relating to the action that needs interpretation. 
They will also go into the matter of the establishment of local offices 
when that is proper. 

Mr. Burton. Gentlemen, I want to thank you all for your testimony 
today. We have a wealth of information here and we have been well 
represented by the governmental agencies. I am sure that you will 
hear from them on these inquiries that have been made. The com- 
mittee will now adjourn. I thank you all very much. 

(Whereupon, at 5:10 p. m., the hearing adjourned to reconvene on 
Wednesday, March 28, 1951, at 9:30 a. m., in the Chamber of Com- 
merce Auditorium, Nashville, Tenn.) 








PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


WEDNESDAY, MARCH 28, 1951 


Hovse or REPRESENTATIVES, 
SuscomMMItTree No. 1 oF THE SELECT 
CoMMITTEE ON SMALL Bustness, 
Nashville, Tenn. 


The subcommittee met, pursuant to notice, at 9:30 a. m., in the 
Chamber of Commerce Auditoritim, Nashville, Tenn., Hon. Joe L. 
Evins, of Tennessee, presiding. 

Present: Representatives Evins; Charles A. Halleck, of Indiana; 
Thomas B. Curtis, of Missouri; J. Percy Priest, of Tennessee. 

Also present: Victor P. Dalmas, executive director, of the select 
committee staff, and Ernest L. Stockton, of the staff; Maclin Davis, 
acting chairman of the chamber of commerce committee on industrial 
mobilization, Nashville. 

Present representing Federal agencies: Leo H. McCormick, As- 
sistant to the Director, Office of Price Stabilization; Commander 
Philip F. Ashler, Deputy Director, Office of Small Business, Depart- 
ment of Defense; Charles F. Hughitt, Assistant to Director, Office of 
Small Business, National Production Authority; John S. Bartlett, 
field representative, National Production Authority; William T. Mc- 
Cormick, Deputy Special Assistant to the Administrator, Office of 
Small Business, Economic Cooperation Administration; Walter J. 
O'Donnell, Manager, Office of Small Business, Reconstruction Finance 
Corporation ; Hugh K. Mahon, regional director, General Services Ad- 
ministration; and Lee Harris, director, Nashville branch office, Recon- 
stuction Finance Corporation. 

Mr. Evins. The subcommittee will come to order. 

Mr. Davis, will you take over? 

Mr. Davis. Gentlemen, in view of the fact that we want to know 
everybody who is here this morning, we would like to have everybody 
fill out one of these white cards. The committee wants a record of 
those who are present here today at this meeting, so we would like to 
we your names and addresses and your representation on these 
cards. 

If you have any questions that you would like to have presented or 
problems you wish presented to the committee or any information you 
oe 3 we would like to have you write that down on one of these blue 
cards, 

You also have before you, I believe a list of the witnesses who are 
to appear at this hearing. If there is anyone else who wishes to make 
a statement, if he will write his name and address and representation 
on one of the cards and give it to the committee, he will be heard. 
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Now, Mr. Ralph Lawrence, the chairman of the chamber of com- 
merce committee on industrial mobilization of Nashville has been 
called out of town and, therefore, I am acting in his lace. 

We are very happy to welcome this Committee on Small Business 
from the House of licheconmtati tes to Nashville. 

We realize that the reason for the committee’s existence is that the 
Congress knows that the backbone of America is the small-business 
man and the average people in this country. Their problems in this 
emergency are very important and should be solved so that we can 
maintain our strength not only during this period but in the period 
of time after the emergency. 

The committee plans to visit major cities of the country. I think 
that there are 20 cities where they propose to go in order to get their 
information first-hand from the people on the ground. 

We are the second city on their schedule. Monday they were in 
Virginia, at Lynchburg. We are on their list of cities to which they 
are going, around the country, to gather as much information as they 
can take back to Washington in relationship to the problems that we 
are facing. 

We hope that the information presented today to this committee 
from the people here will be carried back to Washington, along with 
similar information secured in other cities to be visited by this com- 
mittee, and we hope that it will result in corrective measures being 
taken to alleviate the difficulties confronting small businesses today. 

We are happy to have you with us today. We are also happy that 
our own Congressmen, Representative Priest, is here also. I know that 
he needs no introduetion to this group, and I am going to ask him to 
take over from here and introduce the chairman of the House com- 
mittee. [ Applause. ] 

Mr. Priest. Thank you. I shall take but a moment to introduce 
the chairman, because we have a full schedule. 

I want to express, first of all, my deep appreciation to this com- 
mittee for including Nashville on its itinerary to the grass roots, to 
check up on the impact of the mobilization program on small business. 
We are very conscious that there is a rather terrific impact and that it 
might increase in proportion as that program develops. 

I think that we have learned a long while ago in the Congress and 
elsewhere, perhaps, that in order to get first-hand information con- 
cerning problems that affect small business or any other segment of 
our economy, it is necessary to to the place where the problem 
exists and get your information first-hand. That is the big job that 
this committee has been doing for some time. 

I also want to express my deep appreciation to the chamber of com- 
merce committee on industrial mobilization of Nashville for making 
the arrangements for this committee hearing at this time. 

Now, without any further preliminaries and in order to get the 
committee started with its hearing today, it is my very great pleasure 
at this time to present to you another Tennessee member of this com- 
mittee, one who has rendered valuable service to this committee. I pre- 
sent to you the Representative from our Fifth Tennessee District, the 
Honorable Joe Evins, and I will turn the program over to him-at this 
time and he will present the other members of the committee to you 
and will then proceed with the hearings as he sees fit. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 


96 SMALL BUSINESS AND THE NATIONAL EMERGENCY 














~e VY @ a 


= oe 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 95 


Once again, I wish to thank you for your cooperation ; and I present 
to you the chairman of the subcommittee, the Honorable Joe Evins. 
[Applause. } 

Mr. Evins. Thank you. As my colleague has said, we will not 
delay the hearings too long. 

I want to express my appreciation to you for helping to make the 
arrangements for this hearing in Nashville, one of the great cities in 
the great State of Tennessee. I want to express my appreciation to 
the chamber of commerce, to Mr. Lawrence, who is absent, and to you, 
Mr. Davis, for arranging for these hearings. I want to express my 
appreciation and I know I am expressing the appreciation of the com- 
mittee for your cooperation and for the efforts that you have made 
and for making these facilities available to the committee for its 
hearing. 

We will be glad to hear the little-business men of middle Tennes- 
see. First, I will introduce to you the members of the committee 
who are present; on my right is Congressman Halleck, of Indiana, 
the ranking minority member of the committee, and who has been 
a member of the Small Business Committee since its organization 
and who has rendered valuable service on the committee and to the 
small-business economy of our Nation. 

Mr. Halleck, if you will just rise. [ Applause. ] 

The next member of our committee is Mr. Tom Curtis, of Missouri, 
a new Member of Congress, and a new member of the committee, and 
a very valuable man. He is a lawyer and a businessman himself and 
he flew in from St. Louis. | Applause.] 

Next, on my right, is Mr. Victor Dalmas, the executive director of 
the committee, a businessman and a man experienced in dealing with 
Government procedures and one who is familiar with the work of 
the committee and the executive departments and who is a very valu- 
able and efficient member of the staff. [ Applause. ] 

And next, on my right and next to Mr. Dalmas, is Dr. Stockton of 
Tennessee, formerly president of Cumberland University, consultant 
to the committee. { Applause. ] 

Now, I am going to call out the names of the representatives of 
the Government agencies who have been kind enough to come down 
here. Later on this afternoon it is going to be our procedure to have 
them answer your questions, if we have time to do so. Some of them 
may care to make a brief statement at this time. If they do, certainly 
they are welcome to make any statement; we will be pleased to hear 
them. 1 am going to call our these names as I have them written 
down here. 

First is Walter J. O'Donnell, Director, Office of Small Business, 
RFC. 

Next is Commander P. H. Ashler, Department of Defense, Office of 
Small Business. 

Next we have Mr. C. F. Hughitt, from the Office of Small Business, 
National Production Authority. 

Then, we have Mr. Leo McCormick, Assistant to Director DiSalle. 

Mr. McCormick. Mr. Chairman, I would like to make a statement. 

Mr. Evins. Delighted to have you. 

Mr. Leo McCormick. Mr. Chairman and Members of the Con- 
gress, friends, witnesses, and businessmen of Nashville, it is a great 
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pleasure to our agency, the Office of Price Stabilization, to come into 
your community and spend a day with you. 

As you may realize, we are exactly 8 weeks and a few days old, and 
I take this point and a few minutes to make a brief statement to 
familiarize you with what has been accomplished. 

Mr. DiSalle himself is a small-business man and he is still a small- 
business man. He is establishing today a small-business division that 
will be manned by able and actual small-business men, and every in- 
dustry committee by law is composed of representatives of big business 
and little business and a good portion of those have to be from small 
business. 

He has asked me to come out in the field particularly to study this 
problem of small business. 

Now, gentlemen, as I pointed out, we are 8 weeks old. We are very 
fortunate in already having an efficient enforcement division ready 
to operate. We now have some 90 offices all over the country and 
in the Territories. We have 3,800 employees. Mr. Ed Morgan, for- 
merly of the Federal Bureau of Investigation, is the chief enforce- 
ment man, he is the head of the Enforcement Division, and I assure 
you that he is an able and splendid man. We are training and wish 
to attract men into that field and we feel that we will have a very good 
organization there. 

We have some very able men in it. We have Mr. Edward Phelps 
of a large food company, down in Texas, and we have Mr. Gardner 
and Mr. Ackley. 

We are going over our regulations, regulation by regulation, and 
utting them out in the field. We are distributing the regulations 
nut, of course, at the first, at the start of our organization, it is hard 

to get them into the field fast. 

Now, speaking of the results, as of March 15, for the first time since 
pre-Korean days, the stock index for 28 commodities not only slowed 
down completely—and these commodities are important—but we show 
a 1.2 decrease. The wholesale index, at the same point, the same date, 
sliowed a softening. Raw materials showed no change. 


These figures, gentlemen, are from the Bureau of Labor Statistics. 


Roll-backs on soap, tallow, greases, shortening oils, scrap, hides, 
leather, fats, and oils—those will be reflected in the retail prices later 
with the prospect, because of high inventories of softening and con- 
tinued increased production, which will have their effect on prices. 

Gentlemen, I hated to take the time, but I wanted to say that. 

Mr. Evins. Thank you very much. We are very pleased to have 
your statement. 

We also have Mr. William T. McCormick, Assistant to the Director, 
Economic Cooperation Administration. 

We also have Mr. John S. Bartlett of the Small Business Office, 
National Production Authority. 

Also, Mr. Lee Harris of the Nashville branch office, RFC. He is 
the director of that office. 

We also have Mr. Hugh K. Mahon, regional director, General Serv- 
ices Administration, Atlanta, Ga. 
‘ Mr. Manon. Our region covers the southeastern part of the United 

tates. 

Mr. Evtns. Now, gentleman, I am going to read a brief statement. 
for the sake of the record, and then we will call our first witness. 
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Of course, as has been said, the committee is very delighted to be 
in Nashville and in Tennessee to hear the small-business men at this 
time. The members of our committee are more than glad to be in 

our t city and to hear from the small-business men in your city 
and the State. The hearings held here today are a part of a series ot 
Nation-wide hearings being conducted by the House Small Business 
Committee—the purpose being to receive testimony on (1) the prob- 
lems of small business related to the national emergency; (2) to 
learn first hand of the extent of participation of small business in 
Government procurement; and (3) whether the declared policy of the 
Congress is being carried out; namely, that— 
Small business shall receive a fair and proportionate share of all Government 
contracts in the defense effort and mobilization program. 

The committee is also interested in receiving information on speciat 
problems of specific small-business groups and individual small-busi- 
ness men and independent business enterprises. 

This subcommittee will endeavor to take appropriate steps to 
straighten out some of the supply and other problems now crucially 
affecting many small-business men and to be of helpfulness wherever 
possible. 

May I take a minute of your time to stress the nonpartisan approach 
of the committee in dealing with small-business problems. The re- 
ports issued by the committee during the past 10 years have, almost 
without exception, been unanimous reports. Studies and investiga- 
tions undertaken by the committee over the years have been conducted 
in an atmosphere of unity. 

As many of you gentlemen know, the Committee on Small Business 
of the House of Representatives came into being on December 4, 1941, 
3 days before Pearl Harbor. During World War I, the House Small 
Business Committee was instrumental in correcting many inequities 
and in bringing about many reforms during that critical period. It 
was through the direct efforts of the Small Business Committee of the 
Seventy-seventh Congress that the Smaller War Plants Corporation 
came into existence. That agency performed a Herculean task for 
small business through financing contracts and in aiding smaller con- 
cerns in the securing of such contracts. The Smaller War Plants Cor- 
poration also was instrumental] in channeling needed material to small 
concerns to fulfill these contracts and to supply the necessities of the 
civilian population. 

The hearings recently embarked upon by the committee throughout 
the Nation are the result of recognition by the House Small Business 
Committee of the many vexing problems confronting small business. 
We of the committee believe, and sincerely believe, that small and 
independent business is the keystone of our competitive economy, the 
backbone of our American economy, the bulwark of our free enter- 
prise system. Small and independent business supplies competition 
in many fields of endeavor where, without its vigorous and successful 
efforts, competition would not exist. If we are to preserve and foster 
our competitive system of free enterprise during the critical years 
ahead, we must see to it that small business is afforded an equal oppor- 
tunity in sereving defense contracts and in securing sufficient mate- 
rials to play its full part in supplying essential civilian needs. 
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It is in recognition of these facts that this series of hearings are 
scheduled and are beng conducted throughout the Nation. Small- 
business men from all walks of life are welcome in this forum espe- 
cially provided for them. We want to hear about your problems in 
detail. This is your committee, gentlemen. The testimony which 
you give will be transcribed by an official reporter of the committee 
and later printed as a document of the House of Representatives. 
The information which you gentlemen provide will be brought to the 
attention of the Congress and, where appropriate, to interested agen- 
cies of the Government. 

We sincerely hope and trust that you will have no fear in testify- 
ing before the committee. If perchance it should eventuate that your 
larger suppliers undertake retaliatory methods because of your testi- 
mony, we assure you that the committee is prepared to take imme- 
diate and helpful action in your behalf—and we have here with us 
representatives of interested agencies of the Government who also 
can learn first hand of your needs and desires and can thus be in a 
better position to cooperate with the committee in your behalf. 

In a national emergency such as was declared by the President on 
December 16, 1950, the problems of small and independent businesses 
multiply to a greater extent than those of its larger competitors. The 
thousands of letters and complaints received by the committee in the 
past few months are evidence of that fact. We have a sincere and 
earnest conviction that the full and complete record of the hearings 
now being undertaken by the committee through its three subcom- 
mittees will be a great force in bringing about a solution to most of 
the problems now affecting small business. Your committee, the 
House Small Business Committee, is dedicated to that proposition ; 
and we shall not fail to do our best to forcibly present your problems 
to the executive departments and to the Congress. 

These statements which you make will be taken down by the official 
reporter. They will be made a part of the transcript and they will 
be brought to the attention of the Congress and the appropriate in- 
terested agencies of the Government. 

Anyone desiring copies of the transcript may contact the official 
reported who is present. 

he procedure from here on will be to call the witnesses who have 
been arranged for to come before this committee by the Chamber of 
Commerce and according to the order in which they are listed. 

Accordingly, Mr. McCann will be called as the first witness, since 
he is listed as the first witness, to give us information on the struc- 
tural steel problem. 

We are glad to have you, Mr. McCann, and we hope that you will 
come around. Sit over here by the microphone just in front of the 
reporter. 


STATEMENT OF J. H, McCANN, McCANN STEEL CO., 
NASHVILLE, TENN. 


Mr. McCann. Well, Mr. Chairman, I am Mr. J. H. McCann, of 
the McCann Steel Co.’ We are small fabricators here in Nashville. 

Now, the problem is that there is no defense work, Government 
work, being let to the small fabricators that we know of; and, of 
course, the Government has cut out most of the private work and, if 
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they have not cut it out completely, still it is cut out to the extent that 
we cannot get the material to fabricate such private jobs as are per- 
missible to construct. 

For example, they will permit people to build certain buildings, 
certain types of buildings, but you cannot get the steel to fabricate 
such jobs. For some unknown reason, the mills have not given us the 
material—whether the Government is taking all of the materials or 
not, we are in the dark on the subject. Anyway, we cannot get the 
materials. 

As I have stated before, we have not gotten any Government sub- 
contracts here for the smail steel fabricating plants. If there are any 
such jobs being let we have not been informed about them, and we try 
to keep in touch with all Government agencies from time to time re- 
garding the award of such contracts. 

Of course, there is a job going on at Tullahoma where we have got 
some small jobs which carry a rating. Of course, as you know, the 
steel mills in the present set-up will not furnish any steel without a 
priority rating. So, that is the reason that they are cutting out private 
work so that, even if the Government will permit it to be constructed, 
you cannot get the materials. 

The results of this curtailment is that it has just recently forced us 
to lay off about 20 percent of our employees and it looks like we are 


going to continue to have to lay off more on the account of shortage of 
material. Whether it be Government work or private work, we are 
just not getting material to fabricate any jobs. 

Mr. Evins. May I interrupt you there ¢ 

Mr. McCann. Yes. 

Mr. Evins. You do not have a prepared statement ? 


Mr. McCann. No, sir. 

Mr. Evins. You may proceed and ask any questions which you 
want. It is going to be the policy of the committee to try to answer 
these questions later on, because, if possible, first we want to hear all 
of the witnesses. 

Mr. McCann. Yes, sir. 

Mr. Evins. We want to get all of that matter into the record and 
put in the afternoon session taking up these questions and try to 
answer them, and if we do not have the answers we will get them for 
you. So, if you have any questions that you wish to propound for 
the record we will be glad to have you do that. 

Mr. McCann. Well, all right, 1 had just about gotten to the point 
of asking questions. 

Mr. Evins. You go right ahead. 

Mr. McCann. I am going to ask you this question. What is the 
answer to this problem of why we cannot get steel for private work 
or Government work either ¢ 

Now, it is true that we can get some materials for Government 
work, where they have a higher priority rating, but the steel rolling 
mills will not ship us any steel without the rating. Is that a Gov- 
ernment regulation with the mills or is it the Government taking 
over all of the steel that the mill produces? . 

Mr. Evins. Who are your normal suppliers? 

Mr. McCann. Bethlehem Steel Co., United States Steel Corp., 
Jones & Laughlin Steel Co., Republic Steel Co., and Atlantic Steel 
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Co. We buy from all of the major mills and all of them give us the 
same eet “We cannot furnish you the steel because the Govern- 
ment is taking all.” aioe 

Mr. Priest. I would just like to ask one question in connection 
with your question, Mr. Evins. 

Mr. Evins. All right. . ‘ 

Mr. Priest. In connection with your normal suppliers, in what 
form does the steel usually come to you; is it sheet steel or what? 
What form does it reach you in? ’ 

Mr. McCann. Well, I assume you would call it a raw product. In 
other words, we get the material in what we call stock material; for 
instance, I beams, and angles, and stock beams. We cut them and 
fabricate them for the particular job. 

Mr. Hauuecx. I am Mr. Halleck, of Indiana. If I understand 
your statement, you really are feeling the impact of the steel shortage. 

Mr. McCann. Yes, sir. , f 

Mr. Hauieck. Do I understand that if you had a private job, for 
instance, that you would have difficulty in getting the steel? — 

Mr. McCann. Well, I don’t only have the idea, I know it. We 
have had a private contract, as a matter of fact, and they will not 
accept an pa en from the mill to supply any material. 


Mr. Hatiecx. What have you been told by any of your suppliers 
as to letting you have steel if you had some actual defense work; 
that is, if you were called upon to supply structural steel for some 
lant? 

' Mr. McCann. If we can furnish them a rating they will put it on 
the schedule for the next 4- to 6-month delivery. I just had an order 
recently. That was the United States Steel Corp., an order for ma- 


terial, for the Government, the Army, and they accepted the order 
and scheduled it for June delivery. That is the rolling delivery, 
which means that we will get it in July or August. 

I believe I made the statement before—I am not sure, but I be- 
lieve so—that we are getting some steel on these defense orders but 
there are not enough defense orders to keep our plants and other 
plants in the country operating, as I said. In other words, they are 
Just not coming in, we are not getting the contracts. 

Mr. Hatrecx. You have been trying to get Government contracts? 

Mr. McCann. Yes, sir. 

Mr. Havieox. What, specifically, seems to be the principal diffi- 
culty there? 

r. McCann. Well, there just are not too many of.them being let. 

Mr. Hatieck. Not too much structural work being done? 

Mr. McCann. That is right, not too much structural work being 
cone. In fact, as I stated before, there is not any contract being let 
for fabricating for the war effort, that is, that I know of. I have — 
trying to keep in touch with it, too. 

Mr. Evins. In other words, Mr. McCann, if I may interrupt, you 
are not getting any steel for normal civilian contracts? 

Mr. McCann. No, sir. 

Mr. Evins. What has been your experience in endeavoring to se- 
cure priorities from the National Production Authority? . 

Mr. McCann. Well, where we are securing work, a contract for the 
war effort, we get a priority. That is all right, we can get those pri- 
orities today, but that does not get you the steel. 
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Mr. Evins. Well, that is the point. In other words, it is like a hunt- 
ing license. 

r. McCann. Yes. The priority is no problem. They give us a 
priority, and most of them carry a high rating, but the mills, I pre- 
sume, have contracts to furnish such materials all over the country 
and their schedule is such that they have to put it up for 4 to 6 to 8 
months away. 

Mr. Hatieck. You spoke a moment ago about a number of your men 
being unemployed by the cutback. Do they readily find other work, 
or is there some problem there? 

Mr. McCann. Well, I have not investigated. This lay-off has only 
taken place 2 weeks ago. I know several of them have not gotten any 
work as yet, but I do not know whether they looked for it. I presume 
that they will find it. You find the same problem all over the country. 

Mr. Priest. You said that about 20 percent were laid off? 

Mr. McCann. Yes, and that is strictly due to the shortage of ma- 
terial. We have plenty of contracts, private contracts and some Gov- 
ernment contracts, but we cannot get the material for either until 
June or July or August, so that it does not help us any at the present 
time. 

Mr. Evins. What do the steel prople tell you, that they are supply- 
ing others with — riorities 

Mr. McCann. No. I have not had that put before me as yet. They 
just tell us that they have more orders than they can fill at the pres- 
ent time, and I presume they are all on priorities now, because they 
will not accept an order from us unless it carries a rating. 

Now, whether they are supplying other people without a priority or 
whether the Government is actually taking it all or whether it is all 
being produced under a priority rating, we have no way of knowing, 
as fabricators. 

Mr. Evins. Any questions? 

Mr. Curtis. Yes. I would like to know, Mr. McCann, who in this 
area are dependent upon your company for their continuing opera- 
tion. 

Mr. McCann. Well, we do work for all of the industrial plants here. 
That is, if there is any building or construction or repair work on 
buildings or alterations to the buildings—we do that. 

Mr. Curtis. And you have to tell them 

Mr. McCann. That we cannot get the materials. 

Mr. Curtis. And I gather that you have a lot of people in this area 
— to hold up building because of your problem. Is that cor- 
rect 

Mr. McCann. Yes, sir. 

Mr. Curtts. Now, have you suffered any from the competitive angle 
because of this? In other words, is there any other steel fabricator 
around this area who has been able to come in and supply your cus- 
tomers ? 

Mr. McCann. Well, if they have, I don’t know anything about it. 

Mr. Curtis. In other words, you are all in the same fix? 

Mr. McCann. They are in the same shape, yes. Of course, I will 
make this statement, that our competitor might have that particular 
material that may fit into this job and he might be able to catch that 
particular job, but on other jobs that come along he is in the same 


category. 





102 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Curtis. And I assume that you do bridge structures, too ! 

Mr. McCann. Some bridge, but mostly buildings. 

Mr. Evins. It is not a question of priority, I gather, because you 
are able to secure priorities, but it seems token a question of lack of 
production or perhaps the military is taking all of the steel produc- 
<8 fee shipbuilding and otherwise. Did your suppliers tell you 
that f 
Mr. McCann. No, they just tell you—they don’t tell you what Gov- 
ernment agencies take. They say that they have got orders to the 
extent that they can only make a schedule of an order that is sent in. 
For instance, now, they have scheduled for July or August, because 
the mills are full of orders and—well, that is what I am trying to get, 
you see, I am trying to get the answer to the question as to whether 
it is all Government work or whether the mills are supplying some 
of these other people. 

Mr. Evins. You have been in the steel business for a good many 
years and you are experienced and you are not a newcomer; and yet 
your power of persuasion on your normal supplier is not quite ade- 
quate at this time. Is that right? 

Mr. McCann. That is right. 

Mr. Curtis. Following up that line, do you know if there is any 
plant expansion in Nashville or this area that is being held up because 
of your hold-up ¢ 

Mr. McCann. Well, I cannot recall just now of any particular in- 
stance of expansion. I would have to think a little bit. I probably 
could answer your question by giving some thought. 

Mr. Curris. But just to answer generally, you would think that 
probably there is some plant expansion here being held up in that 
way ¢ 
Mr. McCann. Probably there is contemplated expansion that would 
go ahead if they could get the steel. That is the first question that 
the customer asks about it, “Have you got the steel?” And if you say 
“ves,” then all right, you get the job. If you say “no,” then that is 
out. 
Mr. Curtis. Do you do any fabrication for home building? 

Mr. McCann. Yes, sir. 

Mr. Curtis. You do that, too? 

Mr. McCann. Yes, sir. 

Mr. Curtis. So your hold-up would actually hold up housing to a 
certain extent ? 

Mr. McCann. Yes, sir. 

Mr. Hauturcx. We have here Mr. Hughitt of the National Produc- 
tion Authority. I wonder if you would make any comment, briefly. 

Mr. Hvuenrrr. Well, the steel situation is pretty tight. We all 
realize that. When we started in the emergency the steel situation 
was quite critical right then, and on top of that there has been added 
terrific demands for the defense effort. One of the things that are 
not too thoroughly understood, I think, is the fact that at the present 
time the defense requirements are demanding a terrific amount of 
plate. Now, in order to obtain plate, you have to change a mill over 
toa plate mill, and that takes time, and while that is going on yqu will 
get considerably less plate. 

Now, as to the ratings, the priorities, the authority to issue the 
ratings, the Atomic Energy Commission and the Department of De 
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fense and two or three others are the only ones that can issue ratings. 
The NPA can issue them directly. 

Then, in addition to the direct defense program there is the defense 
supporting program and the transportation program, the oil ship- 
ment program, your agricultural program, and all of those demand 
steel in large quantities in the defense supporting program. This 
program is also given —— assistance. 

Mr. Hauueck. Mr. Hughitt, if I might intervene, I understand 
that generally speaking steel has been cut back 20 percent in the in 
dustry on the very large users. 

Mr. Hvuenrrr. That is correct. 

Mr. Hatieck. Mr. MeCann and others similarly situated have been 
cut back 20 percent ¢ 

Mr. McCann. We are getting 20 percent of our normal require- 
ments. 

Mr. Hauxieck. As I understand, the NPA is not actually allocating 
the steel; but you do issue certificates of necessity and DO orders. 

Mr. Hueurrr. That is correct. Well, the DO rating and certifi- 
cate of necessity are two different things. The rating is actually a 
priority. The certificate of necessity provides for accelerated depre- 
ciation in any authorized expansion program. The cut-back of course 
in steel is 80 percent on consumers’ hard-goods lines. It seems that 
ought to make considerable steel available, but I am sure you gentle- 
men who are familiar with operating requirements of a plant know 
that you have to keep your plant going and if you are to do that you 
have got to have the materials. Now, at the time that we issued the 
80-percent steel order for the consumers’ hard goods, the MRO was 
issued and simultaneously regulation 4 and the requirements to meet 
MRO took all of the steel that was saved by the steel cut-back. And 
actually all of the steel was taken up by maintenance and repair, and 
because of this MRO and regulation 4 being issued that way, it means 
that the steel that this gentleman is asking for is not any more avail- 
able because of the cut-back except for the requirements of the MRO. 
I believe that is about what you wanted to know. 

Mr, Evins. Well, we recognize the needs of the military and want 
them to have all the steel that is necessary in the defense effort, but 
this committee is also interested in helping small-business men and we 
are going to call on you to see if you cannot be of any assistance to 
Mr. MeCann. 

Mr. Hvueurrr. Well, we would be delighted to have Mr. McCann 
speak to us. 

Mr. Evins, I want to make this statement. We want to thank you, 
Mr. Hughitt, for your comment, for Mr. MeCann’s testimony here is 
clear evidence that already the shortage of steel is becoming apparent. 
Now, as to whether or not the steel is actually going into vital use is the 
question. I have got a little question in my mind about it. 

I think we could say for the benefit of Mr. McCann and others simi- 
larly situated, that one of the things we are going to try to do is try 
to find out just whether or not there is any real necessity for the short- 
age, if there is one; and certainly, if it is not really necessary, then 
something ought to be done about it. 

I think that everyone will agree that our defense necessities must 
come first, they must be met, but they certainly should not be a cloak 
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to bring about hardship and unemployment to any manufacturer or 
the people working for him, unless it is abso_utely necessary. 

As I say, that is one of the primary functions of this committee, to 
try to get at these facts, 

I might say, for what it is worth, that some weeks ago I was in con- 
tact with some top steel people who at that time were awfully short of 
actual orders for delivery on defense requirements. I suppose that 
has been getting underway in recent weeks. 

Now, Mr. McCann, we really appreciate your testimony, and we 
recognize your problem. 

Mr. Dalmas, do you have any questions? 

Mr. Dautmas. I have one question, Mr. McCann. Are you offered 
any steel through channels other than the mills or legitimate ware- 
houses ¢ 

Mr. McCann. Yes; we are. 

Mr. Datmas. At premium prices? 

Mr. McCann. Yes, sir. 

Mr. Damas. To what extent is that prevailing, do you think? 

Mr. McCann. Well, that would be hard for me to answer, but it is 
quite extensive. 

Mr. Dauoas. In other words, there is a portion of the steel supply 
that is in the hands of people who are not normal suppliers of steel ? 

Mr. McCann. Yes, sir, that is true. 

Mr. Datmas. But none of those offers come from the people actu- 
ally making the steel ? 

Mr. McCann. No, sir. 

Mr. Evins. How do they come into possession of the steel; how do 
they get into that? 

Mr. McCann. Well, that is what I would like to know [Laughter.] 

Mr. Curne. That is what I have got here [indicating ————. 

Mr. Hatxeck. In the Eightieth Con we set up what we called 
the Gray Market Committee, which did a lot of investigating and dis- 
covered, I think, that a lot of that steel was moving in the gray market 
which originally was purchased by some fellow who probably had been 
a fabricator but who also had probably discovered that he could make 
more money out of the steel by selling it than going ahead and fabri- 
cating it. But now, of course, it is a question as to how it does get 
into those channels. 

Mr. McCann. To give you an example, Con man, we will get a 
stock list from a concern, say, in Chicago. They will have tons and 
ions and tons of steel which they can ship immediately, deliver from 
New York or Cleveland or Pittsburgh—but they do not have it in 
Chicago, where they are operating. 

Mr. DacMas. At how much over mill price ? 

Mr. McCann. Well, it will run anywhere from 100 to 200 percent. 

I can bring you up some of the stock lists and some of the price 
lists that they quote. I have them in the office now. I can show you 
what they are quoting. It is running anywhere from 100 to 200 per- 
cent over, as I said. 

I got one the other day from a plant that had plate, and these people 
had—we had a shortage—these people had plates at 15 cents a pound, 
whereas the normal price is 4.75 or 5. 

Mr. Datmas. Were those light-gage sheets? 
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Mr. McCann. Light-gage sheets, and they have always been short, 
even after the Second World War. Sheets never did get into pro- 
duction to supply the demand as it should have, sheets and plates 
have always been short, and it has become most critical today. 

Mr. Hauueck. I would like to ask Mr. McCormick of the OPS a 
question. Does the general freeze apply to steel for fabricating pur- 


Mr. McCormick. Definitely, Mr. Halley. That price would be ef- 
fective as of January 25. From what I would gather from the testi- 
mony here, the price of 4.75 or 5 would appear to be more than the 
price of January 25. In fact, that is a very important bit of testi- 
mony to me. 

Mr. Hatxeck. I think we would appreciate it if you would get those 
quotations. 

Mr. McCann. I can get them for you. 

Mr. Priest. I have one question. How far back would you say that 
you started receiving those offers of sale; was that before January 1? 

Mr. McCann. No. Up until after January they were quoting nor- 
mal prices, with some over mill prices; these are warehouse people any- 
way, and they have to get a warehouse price—but up until January 
they were quoting a normal price but in recent weeks it has jumped; 
these prices have gone up. 

Mr. Curtis. I would like to ask Mr. Hughitt a question. Mr. Hugh- 
itt, ay this steel picture, haw much stockpiling is being done, do you 
know 

Mr. Hueuirrr. I can’t answer that question. That is a matter of 
military jurisdiction. 

Mr. i But there is stockpiling, is there not ? 

Mr. Hueunrrr. I cannot answer. 

Mr. Curtis. You cannot even answerthat ? 

Mr. Hueurrr. No, sir. As far as steel is concerned, I cannot answer 
that question. 

Mr. Curtis. And you cannot answer, either, whether or not certain 
companies have been building up an inventory on steel? You have 
made no comprehensive survey of that problem ‘ 

Mr. Hueuirr. No, sir; we have not. It may be in violation of the 
regulation on inventory, if they are. 

r. Evins. Mr. Dyer, did you have something you wanted to say? 
If so, please go ahead. 

wu Dyer. Mr. Cline has that information pertaining to that same 
problem. 

Mr. Curtis. Then I will save my question until we get Mr. Cline. 

Mr. Evins. Are there any more questions of Mr. McCann ? 

(No response. ) 

Mr. Evins. We thank you very much for-your testimony, Mr. 
McCann. 

Our next witness is Mr. Cline. 


STATEMENT OF K. FRANK CLINE, PRESIDENT, K. F. CLINE CORP., 
NASHVILLE, TENN. 


Mr. Curve. Mr. Chairman, I would like to ask permission to read 
this testimony, if I may. 

Mr. Evins. Yes, surely. You are Mr. K. Frank Cline, are you not, 
of the K. F. Cline Corp. of Nashville? 
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Mr. Cure. Yes, sir. 

Mr. Evins. What do you manufacture ¢ 

Mr. Cine. We are manufacturers of industrial steel furniture and 
allied products. 

Mr. Evins. Thank you, Mr. Cline. You may proceed with your 
statement. 

Mr. Curve. The K. F. Cline Corp. is a typical small business, em- 
ploying less than 500 people. We have an RFC loan, are members of 
the chamber of commerce, and take pride in our efforts in other civic 
activities, , 

To define small business as one employing 500 people or less, is very 
ambiguous. Small business, to me, is one employing 50 to 150, or even 
less, employees. A business which is usually owned by a relatively 
small group of individuals who operate and direct the functions of the 
business. Generally, its board of directors and officers are the sole 
owners who also fill the capacities of president, production manager, 
credit manager, engineers, et cetera. 

The small business that I am talking about is the one which cannot 
afford traveling purchasing agents, one which cannot have a man 
equivalent to a “5-percenter,” but one which is dependent on the 
experience and efforts of its owners. 

Small business must have sound, efficient management to maintain 
its credit. It must have efficient and economical manufacturing meth- 
ods; it must have good labor relations; manufacture a well-accepted 
quality product and maintain low overhead in order to compete with 
big business. 

The international situation creates problems for all industry and 
especially small business. Limitation orders affecting inventories, 
production, and the use of critical materials such as copper, aluminum, 
steel, and others, have an effect on the operation of small business. 
Many of the Government requirements call for a new approach to 
purchasing, manufacturing, and engineering.. Small business is mak- 
ing every effort to anticipate these changes and meet their many 
problems as they arise. 

The greatest problem that small business has today is securing its 
raw products. The lack of raw products means curtailed credit, in- 
creased cost of operations, loss of man-hours, loss of profits and taxes. 

The raw product in which I am most interested is steel. Steel is 
probably the most sought-after commodity in our country today. 
Our entire timetable for military rearmament program is based on 
the production of steel. The life of every soldier is dependent upon 
the steel products which he uses. The existence of our country today 
depends on steel. 

Steel today is plentiful. It can be had from warehouses with quick 
delivery—any gage or size. But—at what price—$16 per hundred, 
$18 per hundred, and, in some cases, as high as $22 per hundred 
pounds. The evidence which I have here will prove that this is true. 

These same people, if in business a year and half ago, and many 
were, were offering this same type of merchandise for $6.25 per hun- 
dred pounds. 

Steel purchased from the mills today is approximately $5 per.hun- 
dred and at the legitimate warehouse prices are from $6.50 to $7 per 
hundred. To obtain steel from the mills or the legitimate ware- 
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houses, even with proper priority and DO’s, takes 3to 9 months. Yet, 
large quantities of steel are being offered for immediate delivery at 
3 to 4 times the legitimate price. 

Where is this steel coming from? How do these people get this 
steel? But more important, what can be done about it? 

It does not affect big business with its many mill connections, but 
small business is the prey of this corrupt practice. 

Small business does not want this controlled or regulated, they want 
it eliminated and the inventories put back into the market so they may 
be used for the war effort. Steel purchased from these sources is never 
used in the production of war materials because anyone performing 
a Government contract today, having received that contract on com- 
petitive bidding, cannot afford to pay such prices. 

We cannot all be bankers, insurance men, or brokers, where ma- 
terials are not required to perform their needed operations. Yet, the 
raw materials are the very heart and soul of our business. 

If your committee did nothing more than to eliminate this unpa- 
triotic war-profiteering practice, you would have saved the taxpayers 
of this country thousands of dollars. You would be responsible for 
feeding hundreds of families and prevent many small businsses from 
going broke. 

Many other problems have been brought to your committee today 
and I am sure many more will be presented such as finance, controls, 
priorities, and others. Small business is not looking for help, they 
are not looking for more controls or priorities. They are looking 
forward to an opportunity to become active and useful in this great 
emergency of ours. They are looking for a possibility to exist and I 
am sure, through your efforts, this can be made possible. 

I have here about 15 letters, dating back to 1949, offering steel at 
from $6.25 to, up to the present time, $22. 

Mr. Evins. Thank you, Mr. Cline. What is your impression about 
how that steel is acquired ? 

Mr. Curve. Well, I think a lot of the steel is foreign steel. 

Mr. Priest. Foreign steel ? 

Mr. Curne. Yes; foreign steel, I think a lot of it is. And I think a 
lot of it may be bought from some manufacturers who have surplus 
materials and you may have cases where they sell it to one man and he, 
in turn, sells it to somebody else. And I think that there are some 
small mills channeling this stuff; I do not think that your big mills 
would do that, they would not want to jeopardize their reputations. 

Mr. Evins. Mr, Cline, how much have your normal requirements 
been cut back ? 

Mr. Curne. Well, of my normal requirements, I would say 80 percent 
that we are forced to cut at this time. Well, I would say that our 
normal requirements are cut back 55 percent. 

Mr. Evins. You are still getting some steel ? 

Mr. Crine. Yes, sir; some. 

Mr. Evins. Have you given any consideration to the use of sub- 
stitutes in your industry ? 

Mr. Curve. Substitutes in my industry—well, there cannot be much 
substitution for steel for stee] cabinets or metal lockers, or hospital 
cabinets or heavy-duty work benches or for repair equipment in 
workshops. 
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Mr. Evrns. You have presented here before us the problem of a ; 


black market. Now, what would be your thought about renee | 
legislation which would require at least 20 or 25 percent of all 
manufactured to be made available to small business ? 

Mr. Curve. Do I think it should be made available? 

Mr. Evrxs. What would be your observations regarding such leg- 
islation ? 

Mr. Curne. Well, I think that should be done, but I think that the 
steel should be allocated and shipped into territories and not held for 3 
or 4 months. Small business cannot wait 3 or 4 months for steel. 
They do not have the finances and they cannot take a job if they have 
to wait. The bigger people, who do have some steel and who do 
have the finances, can go ahead and perform on those contracts. 

Mr. Evins. What has been your experience with regard to priori- 
ties ? 

Mr. Cure. I have had no trouble on the score of priorities. 

Mr. Evins. And I presume that the same answer that Mr. McCann 
gave applies to you also, as far as persuasion of your normal sup- 
pliers? 

Mr. Curve. Yes, sir. 

Mr. Evins. In other words, you cannot persuade them. 

Mr. Curve. That is right. Now, getting the steel, that is the prob- 
lem. Without getting the steel, no small businesses can produce. We 
employ from 100 men or more, 16 hours a day, but the smaller indi- 
vidual who cannot get the steel, meaning plants operating with 20 
men or 15 men or 10 men, they are going out of business, they cannot 
keep from it. 

Mr. Evins. Are there any questions? 

Mr. Priest. One question. Mr. Cline, did I understand you to say 
that some of this so-called black-market or gray-market steel was 
being offered at $22? 

Mr. Curne. Yes, sir. I have letters to that effect here. Here is one 
from the Sterling Steel Products Co., of Cleveland, Ohio—well, I have 
about a dozen from them; and from the Oliver Steel Co., of Chicago, 
and from the Marshall Iron & Metal Works. And here is another 
nies: here is another one, and here is another one [exhibiting let- 
ters |. 

And here is one where they have 5,000 tons of sheet steel in all 
gages; they would not accept a wire and they would not answer our 
etter. We called them and they said that they could not quote prices 
in writing, but that they would give us the price over the phone, and it 
was $19. And I sent a man to Chicago and he saw the steel, so we 
know it was available. 

Mr. Evins. Has that been a recent date? 

Mr. Cire. Well, these letters go back to 1949, Mr. Chairman, up 
to the present time. I could give you all of these letters. 

Mr. Evins. If you will submit them, we will appreciate it. 

Mr. Curve. I will be glad to. 

Mr. Evins. And Mr. Dalmas can go through them and pick out 
the ones that he can‘use. Thank you very much, Mr. Cline. 
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(The letters referred to are as follows :) 


Streriine STEEL Propucts Co., 
Cleveland, Ohio, April 7, 1949. 
GENTLEMEN: We offer subject to prior sale approximately 110 tons of 22- 
gage, prime, extra-deep drawing-quality, cold-rolled sheets, size 60 by 120 inches, 
at $6.25 net hundredweight, f. o. b. on cars or trucks, vicinity Detroit, Mich. 
This material is put up in 10,000-pound bundles and is now available for 
immediate shipment. 
If interested in a substantial portion of this tonnage would thank you to 
please wire or phone upon receipt of this letter. 
Yours very truly, 
STERLING Street Propvucts Co., 
ALBERT KAHN. 


STERLING STEet Propucts Co., 
Cleveland, Ohio, January 24, 1950. 


FLORENCE Stove Co., 
Lewisburg, Tenn. 

GENTLEMEN: We offer, subject to prior sale, the following prime, full cold- 
rolled, extra-deep-drawing-quality Rockwell B-27/39 steel: 215 tons of 0.039 by 
45% by 53% inches, 172 tons of 0.039 by 48 by 5336 inches, at $6.95 per 100 
pounds net, f. 0. b. on trucks, Detroit, Mich. 

If this is of interest, please wire or phone upon receipt of this letter. 

Very truly yours, 
Srertine Street Propucts Co., 
ALFRED JACKSON, 


Srertine Street Propvucts Co., 
Cleveland, Ohio, August 30, 1950. 
GENTLEMEN: We will have available for shipment in October the following 
open-hearth sheets coming from Germany, manufactured on continuous mills at 
the prices quoted, in carload lots or over, f. o b. loaded on cars, Baltimore, Md. 
There will be available up to 2,000 tons, which can be specified in any quantity 
or any one or more gages 
This material will all be 39% inches wide by either 783% or 118% inches long, 
whichever is specified. Prices are as follows: 

















[Prices per 100 pounds net] 
Pickled and |Twice pickled 
Gage Black oiled and oiled 

ee ee ae Ene ee Fen ee $10. 00 $11.00 $11. 65 
pS aap a ae A ot i a NS SE ate a 10. 60 11. 50 12.15 
SERN SE Spe OR i ali GR al ne ii Sie Sole 11.10 11. 90 12. 55 
1 RE OR eae peciendnnnendiiinainnieadiaieess 11. 55 12. 25 12.90 
EE EN NS SL eae F509 UE 12. 25 13. 00 13. 65 





As all of this material is offered, subject to prior sale, will you be kind enough 
to wire or phone immediately upon receipt of this letter if interested in minimum 
quantities of 100 tons or over? 

Your kind and prompt advice will be sincerely appreciated. 

Yours very truly, 
STERLING Steet Propucts Co., 
ALFRED JACKSON. 


— ——_ 


STerutinG Steet Propucts Co., 
Cleveland, Ohio, January 9, 1951. 
GENTLEMEN: We have available for immediate shipment, up to 150 tons, 
No. 20 gage by 36- by 96-inch hot-rolled, pickled and oiled, prime sheets of 
domestic manufacture. 
Price $17.50 per 100 pounds net, f. 0. b. cars or trucks, Pittsburgh, Pa., district 
shipping point. 


cAFATT, RUSINESS AND THE NATIONAL EMERGENCY 111 





110 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Will you please wire or phone promptly upon receipt of this letter if interested 
in any of this material. 
Yours very truly, 
Srertine Street Propvucts Co., 
ALFRED JACKSON. 





STerRtine STeet Propvcts Co., 
Cleveland, Ghio, January 26, 1951. 

GENTLEMEN : We have available, for immediate shipment, the following prime, 
new, clean, flat sheets of domestic manufacture : 90,000 pounds No, 22 gage by 36- 
by 96-inch hot-rolled, pickled and oiled, $18.50 per 100 pounds net; 90,000 pounds 
No. 20 gage by 36- by 96-inch hot-rolled, pickled and oiled, $18.50 per 100 pounds 
net; 30,000 pounds No. 23 gage by 30- by 120-inch plain hot-rolled, $16.50 per 
100 pounds net; 30,000 pounds No. 23 gage by 30- by 108-inch plain hot-rolled, 
$16.50 per 100 pounds net. 

We can, of course, arrange to have the No. 23 gage material pickled and oiled 
if required. All prices f. o. b. loaded on trucks, Detroit, Mich. 

In addition to these items, we also have ayailable for immediate shipment: 
130,000 pounds No. 18 gage by 335¢- by 92-inch prime, cold-rolled, drawing-quality 
sheets; 20,000 pounds No. 18 gage by 3514- by 81-inch prime, cold-rolled, alu- 
minum killed, drawing-quality sheets; 64,000 pounds No. 19 gage by 35%4- by 
18-inch prime, cold-rolled, aluminum killed, drawing-quality sheets. 

Price on the Nos. 18 and 19 gage cold-rolled sheets, $20.35 per 100 pounds net, 
f. o. b. loaded on trucks, Detroit, Mich. 

Please wire or phone promptly if interested in any of this material as it is 
all offered subject to prior sale. 

Yours very truly, 
Sreritine Steer Propvucts Co., 
ALFRED JACKSON. 


Sreet AVAILABLE FoR IMMEDIATE DELIVERY 


500 tons 22 ga. 48 x 120 HRPO 1 pass CR 
500 tons 22 ga. 40 x 120 HRPO 1 pass CR 
500 tons 20 ga. 48 x 120 HRPO 1 pass CR 
500 tons 20 ga. 40 x 120 HRPO 1 pass CR 
1000 tons 18 ga. all sizes HRPO 1 pass CR 
1000 tons 16 ga. all sizes HRPO 1 pass CR 
500 tons 14 ga. all sizes HRPO 1 pass CR 


Many other sizes and gauges available. Please send us your requirements 
Write, wire or phone 
MARSHALL Iron & Metat Works 


3235 West Roosevelt Road, Chicago 24, Ill. LAwndale 2-0424 


MarsHAtt Iron & Metat Works, 
8235 West Roosevelt Road, Chicago, IU. ; 
Wire immediately price 200 tons 18 gage HRPO per your card February 3. ($19 
per hundred). 
K. F. Curve Co., 
By J. A. 8. 


Srertine Street Propvcts Co., 
Cleveland, Ohio, March 7, 1951. 


VTorRENcE Stove Co., 
Lewisburg, Tenn, 
TENTLEMEN : We offer, for immediate shipment, subject to prior sale, 80 tons 
0 039- by 36- by 72-inch prime, open-hearth, hot-rolled sheets, 0.10 carbon, put 
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in 1-ton bundles, at $15 per 100 pounds net, plain hot-rolled, f. 0. b. cars or trucks, 
New York City, or we can quote pickled and oiled if desired. 
Please wire or phone immediately if interested. 


Yours very truly, 
STer_ine STeet PrRopucts Co., 


ALFRED JACKSON. 


LEADER STEEL Co., 
Cleveland, Ohio, March 7, 1951. 


GENTLEMEN: We have available, for prompt shipment, the following tonnage 
of prime hot-rolled (pickling and oiling can be arranged) commercial-quality 
steel sheefs: 100 tons No. 18 gage by 36 by 118 inches, priced at $15.50 per 
hundred weight, hot-rolled, or $16.35 per hundred weight hot-rolled, pickled and 
oiled, f. o. b. trucks, Youngstown, Ohio, district shipping point. 

If interested, please wire or phone, promptly upon receipt of this letter. 

Very truly yours, 
Tue Leaver Steet Co., 
FRANK J. GORDON, 


STERLING STEEL Propucts Co., 
Cleveland, Ohio, March 7, 1951. 


GENTLEMEN : We have on track, now loaded, two carloads of prime, open-hearth, 
mild steel angles, as follows: 

One car containing 50,000 pounds 2 by 2 by \4 inches by 20 feet, $8.75 per 100 
pounds net. 

One car containing 22,000 pounds 1% by 1% by “%g¢ inches by 20 feet; 14,500 
pounds 144 by 1% by \ inches by 20 feet ; 5,700 pounds 1 by 1 by % inches by 20 
feet. Price for this car, $9 per 100 pounds net. 

Both prices f. o. b. cars, New York City. 

If interested, will you please wire or phone immediately upon receipt of this 
letter. 

Yours very truly, 
Srertine STEEL Propucts Co., 
ALFRED JACKSON. 


STERLING STEEL PROpUcTs Co., 
Cleveland, Ohio, March 9, 1951. 


GENTLEMEN : We have available for immediate shipment, subject to prior sale: 
approximately 140,000 pounds No. 24 gage (0.025 inch) by 31 by 121 inches full 
cold-rolled, prime, commercial quality No. 1 mill core-plated sheets. 

This is a regular commercial quality, not an electrical or silicon grade. The 
core plating is a very fine coat of black varnish on both sides. Price $18.90 per 
100 pounds net, f. o. b. central Ohio district shipping point. 

; If interested, will you please wire or phone immediately upon receipt of this 
etter. 
Yours very truly, 
Strertine Street Propvcts Co., 
ALFRED JACKSON. 


Outver Steer Co., 
Chicago, Iu., March 20, 1951. 
K. F. Cire Co., Ino., 
Nashville, Tenn, 
(Attention: Steel buyer.) 
‘ GENTLEMEN : Attached herewith is our latest steel-inventory for your inspec- 
on, 
Looking forward to serving you further, we remain, 
Yours very truly, 
Otrver Street Co., 
L. M. Morrts, 
Sales Department. 


P. 8S.—May we suggest that you mail us a list of your steel requirements. With 
= cross-filing system, we may be able to supply some of your needs from time to 
time. 
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Last No. 337.—<Steel for sale 


[Located our Chicago warehouse for immediate deli , Subject to prior sale. Terms: As is, where is. 
Check with order] * 





Weight 





BEBEERDEE 


Be 


00 X '5ie”’ X coils (8) 

STs 

J Zt X coils (5) H. R. P. & O., soft temper, commercial 

12 X Hise” X coils (2) H. R. P. & O., soft temper, commercial | 1,410 Ibs 
q i 

ait X Tie X coils (4) H. R. P. & O., soft temper, commercial | 970 Ibs... ...--. 
q ty. 

135 X ol X coils (1) H. R. P. & O., soft temper, commercial 
q y. 

ge Sl X coils (1) H. R. P. & O., soft temper, commercial 
q ity. 

138 X 254” X coils (4) H. R. P. & O., soft temper, commercial 


bas 
J Lg X coils (4) H. R. P. & O., soft temper, commercial 
q ty. 














List No. 338.—Steel for sale 


{Located our Chicago warehouse for immediate delivery, sub to prior sale. Terms: As is, where is 
Check with order] me 





iat Description Weight Price 








27 me 4 X 456” X coils H. R. P. & O. soft temper, commercial | 1,725 Ibs_.... «-| 512.25 cwt. 
quality. 

208 a X 144” X coils (2) H. R. P. & O., soft temper, commercial | 760 Ibs__......| $12.25 ewt. 
q ty. 

209 | 14 Ga. x 1%e” X coils (8) H. R. P. & O. soft temper, commercial $12.25 ewt. 


q ty. 
210 | .080 X 449” X coils (2) H. R. P. & O. soft temper, commercial $12.25 ewt. 


quate. 
082 X 3%” X coils (2) H. R. P. & O. soft temper, commercial $12.25 ewt. 


quality. 
085 X x coils (7) H. R. P. & O. soft temper, commercial quality $12.25 ewt. 


085 ¥ 1'%6” X coils (3) H. R. P. & O. soft temper, commercial 7 $12.25 ewt. 
quality. 
085 X 3tie” X coils (1) HB. R. P. & O. soft temper, commercial $12.25 ewt. 


qua.ity. 

ss X 44” X coils (7) H. R. P. & O., soft temper, commercial $12.25 ewt. 
q ity. 

ay ae X coils (1) H. R. P. & O., soft temper, commercial ‘ $12.25 ewt. 
q ty. 

13 Ga. x 1%” X coils (9) H. R. P. & O., soft temper, commercial $12.25 ewt. 


quality. 
13 = x 1%” X coils (9) H. R. P. & O., soft temper, commercial $12.25 cwt. 
auality. 
099 X 7%” X coils (1) H. R. P. & O., soft temper, commercial ....| $12.25 ewt. 


quality. 
080 X 3%" X coils (1) H. R. P. & O., soft temper, commercial $12.25 ewt. 


quality. 
124 X 3!4e” X coils (2) H. R. P. & O., soft temper, commercial --+-<--| $12.25.cwt. 


quality. 
.125 X 7’ X 15 to 20’ long, H. R. mild steel, low carbon, mill edge $11.90 ewt. 
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List No. 339.—Steel for sale 
| Located our Chicago warehouse for immediate delivery, subject to prior sale. Terms: As is, where is. 
Check with order] 





Description Price 





$9.50 ewt. 

$9.75 ewt. 

$12.75 ewt. 
$10.95 cewt. 
.| 24¢ sq. ft. 

$11.00 ewt. 
$11.00 ewt. 
$11.00 ewt. 
$11.70 cwt. 
.| $12.15 ewt. 
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’ long, C. R. soft temper 
120” long, C. R. soft temper__| 7. 


a 
Rs 


BEESES 
leletatatal 


v4” wide 


et et et et 
Seno 


5 
-) 
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898 
see 





* to Vie” wide X 96” to 120” 
coils, C. R. spring steel, Gensco M 
carbon, No. 2 B-satin finish 


é. 


, C. R. soft temper 


96” to 120” long, C. R. soft temper. 
. C. R. soft temper. 


~R grade an- 
243 pieces, 6’3’’ to 24’ long (detailed 


tory will be mailed on request). 
854” X circles, C. R. prime, draw quality 


. prime, draw quality 
. R. prime, draw quality 








$8.00 cwt. 


$10.50 ewt. 
$10.50 cwt. 
$10.50 ewt. 





Srertine Steet Propvucts Co., 
Cleveland, Ohio, March 21, 1951. 

GENTLEMEN: We have on hand in Detroit approximately 60 tons No. 24 gage 
by 40 by 70%-inch hot-rolled, prime, mild steel sheets. 

We offer this material either in plain hot-rolled at $16.50 per 100 pounds net, 
or pickled and oiled at $17.50 per 100 pounds net, both prices f. 0. b. loaded on 
ears or trucks, Detroit, Mich. 

Please wire or phone immediately if interested. 

Yours very truly, 
Strertine Steet Propvucts Co., 
ALFRED JACKSON. 


Strer~inG Street Propucts Co., 
Cleveland, Ohio, March 22, 1951. 

GENTLEMEN: We have now afloat, due in this country sometime within the 
next 30 days, the following prime, plain hot-rolled, Thomas quality hot-rolled 
sheets at the prices quoted opposite each item, all f. o. b. loaded on cars or trucks, 
New York City. 

Per 100 pounds net 

300 tons No. 16 gage x 36’’ x 96’’ 
200 tons No. 18 gage x 36’’ x 96°’ 
200 tons No. 20 gage x 36’’ x 96°’ 
200 tons No. 22 gage x 36’’ x 


We can arrange to have this material pickled and oiled and will be glad to 
quote pickled and oiled if desired. 
Will you please advise promptly if interested in any of this material. 
Yours very truly, 
Stertine Steet Propucts Co., 
ALFRED JACKSON. 
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EMERGENCY STEEL SERVICE 


SKOKIE, CHICAGO, ILL. 


AVAILABLE TO Us—Notr Ownep sy Us 


Inasmuch as our mill shipments have been greatly curtailed, we have asked 
our customers to offer us their surplus steel. We certify that the steel on this 
list is not coming from our regular mill source and reflects only actual cost plus 
our normal mark-up. Immediate delivery. 
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Yellow List No. 7a-~-Contioneet 
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Yellow List No. 78—Continued 
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FLATS 





Size in inches y F. 0. b. point —— 
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Mr. Evins. Are there any further questions ? 

Mr. Hautecx. No questions. I just want to observe that we are glad 
to get those letters, and some of them may be put into the official record. 
Certainly we want to get them for information. 

Mr. Evins. Any questions, Mr. Curtis? 

_ Mr. Curtis. Well, yes. Mr. Cline, of course, you went through this 
in the last war, where you had a similar situation of a black market. 





118 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Now, from what you have seen, have you any suggestions from your 
experience as to how to cope with this illegal steel ¢ 

Mr. Cuine. Well, my only suggestion, sir, would be to put a limit 
on the wen of steel, so that the individual bidding on contracts would 
know the ae at which he can bid, and that should be the same as 
the price when he gets the contract months later. 

I think that there should be a warehouse steel price control put on. 
And I think that anybody, if they are purchasing steel, would be as 
liable if they paid a higher price as the man who sold it; and then 
I think that you might eliminate it. 

Mr. Curtis. Thank you very much. 

Mr. Evins. Are there any other questions?) Mr. Dalmas? 

Mr. Damas. I do not have any additional questions, Mr. Chairman, 
but I believe that perhaps all of these letters that he has submitted 
would be appropriate to the record. I will go through them later. 


Mr. Evins. Thank you very much, Mr. Cline, for your testimony. 
(Jur next witness is Mr. Dyer, of the Metal Products Co. He will pre- 
sent the picture on metal fabrication and industrial steel furniture. 


STATEMENT OF WESLEY DYER, METAL PRODUCTS CO. 


Mr. Dyer. My name is Wesley Dyer, of the Metal Products Co. 
We manufacture small metal parts and we do some fabrication: We 
do not do structural work. We are not in the class of Mr. McCann. 

Now, I think that one of the things that works one of the greatest 
hardships on small business is the lack of lead time between the receipt 
of the Government inquiry for bids and the time that they require the 
bid to be in Washington or at Sands Point or at whatever Government 
agency it is sent to. 

At the time Commander Ashler, behind me, was in Nashville some 
weeks ago, he said that was a recognized problem and he would let me 
know if anything was done about it. 

For example, we received an inquiry from one of the Government 
agencies of a pretty large nature. We had less than 6 days to a 
a bid and get it into the agency, which meant that we had only about 
4 or 5 days to actually work on that. 

Well, your small business does not have a staff of 30 or 40 en- 
yineers that can go through that, that you can put to work on that. 

Ve have got to take the time and we have got to mail them out and 
prepare them ourselves. We have got to mail inquiries to subcon- 
tract items because, as you khow, defense contracts involve many 
parts which an individual manufacturer does not make himself, he 
has to procure from others. Well, the small-business man has to make 
all of those inquiries for those parts himself, and he does not have 
_sufficient time to do so—that is what I am complaining about. 

For instance, sometimes we will have to have leather or canvas, and 
hinges, and all such things, and you have got to get prices, because if 
you do not have the prices you cannot bid, because your bids are pretty 
close, you have to work them out pretty close and you cannot do that 
unless you have the prices on all of these parts that you do not make. 
You cannot guess on that, you have to know. ‘ 

So, we, therefore, have to pass up so many of them that really are 
in our line, because of this lack of sufficient lead time. We want them, 
but we cannot get them, when they require us to do that in 4 or 5 days 
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and yet they want to have, they require 60 days in which they can 
accept or reject the bid. Now, if they have 60 days and we have 5 
days, it looks to me like it is a little bit backward, as I see it. 

Me. Evins. In other words, your complaint is the time lack. 

Mr. Dryer. That is right. Of course, the manufacturer who made 
that same thing during the last war has a decided advanta It looks 
to me like it is slanted toward him. I do not think that is the intent 
of the agency, but that is the way it works. I would just like to know 
if something could be done about that. 

Mr. Priest. Well, I don’t know that I could answer that question, 
but I think it should be answered. I quite a with you, sir, that 
under the situation that you describe, it does look a little, as you say, 
backward. If you have 5 days to prepare a bid and the agency offer- 
ing the contract has 60 days in which to accept or reject, it does seem 
somewhat out of place. 

I think that we must find some sort of answer there and I am sure 
that this committee will do everything possible to work with the 
agencies in finding that answer. 

Mr. Dyer. Thank you. I wish you would. We do need more time, 
sir. 

Mr. Curtis. Do you have any complaints about the specifications, 
the way they seem to be written ; are they clear? 

Mr. Da Oh, yes. There isn’t any question on the specifications 
because as a rule the specifications are definitely set. out and you can 
go to your chamber of commerce or your local bureau and get those 
specifications. It is the time involved that we are complaining of. 

Mr. Evins. Mr. Dalmas? 

Mr. Datmas. Mr. Dyer, on those bids that you referred to in which 
they take 60 days to accept or reject, what are their usual delivery 
dates? Are they 3 months or 4 months or how far ahead ? 

Mr. Dyer. Well, just as an example—it is an error, of course, but 
on one of them the delivery date was about a week or 10 days before 
the opening date. [Laughter.] But, of course, that is just an extreme 
case, 

Mr. Datmas. Well, what is it usually ? 

Mr. Dyer. Usually it is within 30 to 45 days, which does not allow 
the small-business man to get any material. 

For example, on an aluminum job that we figured for one of the 
agencies, they required—that was back about in the middle of Feb- 
ruary—they required March delivery. Well, I contacted the Alumi- 
num Co. of America through Birmingham and was offered September 
delivery; yet the agency required March delivery. 

Mr. PAR sonia Regarding that 30- or 45-day delivery, was that from 
the date the Department of Defense accepted the bid ¢ 

Mr. Dygr. No, that was not from the acceptance. That date was 
set forth in the invitation, so it had nothing to do with the date they 
accepted the bid. 

Mr. Datmas. In other words, you would be penalized, then, if the 
acceptance date ran for 60 days and you had only 45 days from the 
date you prepared it? 

_Mr. Dyer. Yes, I assume—however, I assume that the agency would 
give an extension. They would have to. 

Mr. Evins. Dr. Stockton ? 


86267—51—pt. 1——-9 





120 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Srocxron. You complain that your lead time is too’short. 

Mr. Dyer. It is. 

Mr. Srocxron. What would you suggest ¢ 

Mr. Dyer. Well, I would say at least 30 days, to get your corre- 
spondence out and to get at least one or two quotations back. You 
have got to have some time. You have the time it takes to prepare 
and mail your inquiries and you have got to allow time for the reply 
to come back, and then you have got to figure up the price. Well, you 
cannot do that until you get the price from them first, and that takes 
time. 

Mr. Evins. I wonder if Commander Ashler has a comment ? 

Commander Asner. I would like to ask whether or not this 5 or 6 
days lead time was measured from the time you actually received the 
bids because you were on somebody’s mailing list, or whether it was 
5 or 6 days after you learned about the procurement and wrote in for 
bids and received it. In other words, were you on the list to regularly 
receive bids? 

Mr. Dyer. Yes. It came from the agency. In other words, we 
were on the list of the agency, and between the time we received that 
information, it sometimes was 6 days, usually, from the time they had 
as the date of issuance of the invitation itself. It never exceeded 14 
days from the date that was on the invitation, which I assume, is the 
date they printed it. Then, the time of mailing it and all, that cut it 
down. . 

Commander Asuuirr. Mr. Chairman, all I can offer at this point 
isthis. What is happening to Mr. Dyer I know is happening to others. 
It is a direct result of the accelerated procurement because of the 
Korean situation, and I know that, because just 2 weeks before June 24 
we made a survey because we had similar complaints. 

We found that the average lead time between the issuance of the 
bid and the actual opening date was better than 211% days, across the 
board, going up to such extremes as 50 to 60 days, in the case of Army 
Ordnance items. 

Then, immediately after the development of the Korean situation 
we had thrust upon us so great a procurement demand that we had 
to get things as of yesterday, to put it that way. 

I am afraid that the only consolation that I can offer Mr. Dyer at 
this point is that if he has any specific instances that he can document, 
I should be very happy to look into it. It is by the resolution of these 
individual difficulties that we finally develop some broader policy. 

Mr. Evins. Do you have the same broad policy with respect to all 
items or do you differentiate, as to the delivery ? 

Commander Asuier. No, sir. The procurement officer does not 
have the prerogative to determine when the material will be delivered, 
and the opening date is dependent on when the technical service tells 
the procurement officer that they want it; when they want the mate- 
rial, that is when it is delivered. 

Mr. Evins. I can well recognize there might be a speed-up for some 
items but not all items, 

Commander Asuter. No, sir; unfortunately, I think that is true 
across the board. _ 

Mr. Hatieckx. Why not have Mr. Dyer tell us something about the 
character of the end products involved in some of these orders? For 
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instance, was it something that you would expect that they would need 
right now, or would it run the range between immediate needs and 
something which perhaps they might not need immediately for which 
there may be no immediate necessity ¢ 

Mr. Dyer. Well, it was hard to tell. One instance was a radar rack 
that apparently went into an airplane, some bomber or fighter. I have 
no idea what the production rate of that plane is, so I do not know 
whether the need was immediate or not, of course. I am just asking 
the question about lead time. ‘ 

But, there was case once in connection with the Navy that I recall. 
They had a need for litters or stretchers, as we call them, and they 
had a very short lead time on 110,000 of those. 

Well now, I doubt if they needed all 110,000 litters in that short 
time—they may have, of course. 

Mr. Hauieck. No; I would not think they would need all of them 
at once time. I hope not, anyhow. 

Mr. Evins. Well, anyway, 1 am in agreement with his answer to 
question asked by Dr. Stockton, that 30 days would seem to be a reason- 
able time. 

Mr. Dyer. That would be reasonable, that gives us a very reason- 
able time, that would take care of it, it would give us time to corre- 
spond and then we could tabulate our bids and make an intelligent bid. 

Mr. Evins. Are there any further observations that you have ? 

Mr. Dyer. That is all. 

Commander Asner. I would like to add that the Department of 
Defense also considered 30 days as an adequate lead time and that was 
our goal—of course, it still is our goal. 

Mr. Evins. Well, at any rate, it has been brought out that in certain 
instances it was 14 and in others 21 days, and at other times the time 
was even less, before they received the information. Thank you, Mr. 
Dyer, for your statement. I believe that our next witness is Mr. 
Jamison. 


STATEMENT OF HENRY D. JAMISON, JR., PRESIDENT AND GEN- 
ERAL MANAGER, JAMISON BEDDING, INC., NASHVILLE, TENN. 


Mr. Jamison. Members of the committee and gentlemen, my name is 
Henry D. Jamison, Jr. I am president and general manager of Jami- 
son Bedding, Inc., of Nashville. Our original firm was organized dur- 
ing 1883. We operate three small plants, maunfacturing mattresses 
of all types—box springs—steel bed springs—dual sleeping equipment 
and upholstered furniture. We serve the middle section of the South- 
east, selling to furniture and department stores. 

If my remarks are confusing, it is because I am utterly confused in 
my own thinking and don’t know where to go to get proper advice. 
Every businessman I talk to is just as confused as Tam. Worse than 
this, our workers are just as confused, especially after hearing a radio 
commentator or reading the newspapers explaining the recent wage 
freeze. 

As I understand it, General Regulation No. 6 of the Wage Stabiliza- 
tion Board, issued February 27, permits up to a total of 10 percent in- 
creases in wage levels over the level existing on or about January 15, 
1950. Most everyone has read that 1950 as 1951 and, consequently, ex- 
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ted an automatic raise of 10 percent. Unfortunately for all, pub- 
icity releases did not stress the fact that the freeze was on the January 
15, 1950, level. It is virtually impossible to explain this to the work- 
men who really and sincerely think hey are due the increase, although 
they may have received a 10-percent raise late last year. 

highest confusing regulation was the one, No. 8, issued on March |, 
which provides that the cost-of-living escalator clause and collective- 
bargaining agreement may be followed if the labor contract was ex- 
ecuted on or before January 25, 1951. This leaves out, entirely, all 
workers who were not under that particular escalator clause. To me 
this seems like one particular small segment of our population is to 
obtain raises that the rest of the population is not eligible for. I would 
venture the assertion that very few small businesses had such a clause 
in their labor contract if they even had a labor contract. 

‘I am thoroughly in accord with the gentlemen trying to formulate 
and administer this regulation, as I realize it is a terrific job to try 
and please every segment of our 150 million ple and would com- 
pliment rather than criticize their efforts. However, I must admit 
that practically everyone is confused when it comes to interpreting 
and living under these regulations. 

The most confusing thing, to our own particular company, is the 
subject of pricing. To date the Office of Price Stabilization has 
not issued a general order covering manufacturers. We have been 
led to believe that such an order has been discussed, but we know 
nothing as of today. Some days ago the Wall Street Journal out- 
lined a tentative formula submitted at a meeting of the OPS and 
a group of manufacturers. It is my sincere opinion that no small 
manufacturer could operate under this proposed order. It is too 
detailed, and most small businesses would not have the accountants 
to do the necessary paper work. 

The general formula as outlined in the Wall Street Journal is some- 
thing as follows: 

Our base period price would be the highest price charged during the second 
quarter of 1950. 

Our cost formula: Add to the “base-period price” the amount of increase 
in material costs from June 30, 1950, to December 31, 1950, and the increase in 
direct labor costs June 30, 1950, to March 1, 1951. If the price resulting from 
this addition to the base period price is lower than the present ceiling price 
under the regulation, such lower price would become the new ceiling price. 


Then we would figure our percentage increase formula : 


However, in no case will a ceiling price be allowed if it is higher than (1) 
the present ceiling price under the regulation plus 5 percent or (2) the pre- 
Korea (April 1, to June 30, 1950) price, plus 10 percent, whichever is higher. 
If use of the “pre-Korea-plus-direct-cost-increases” formula results in a higher 
ceiling than the highest that (1) or (2) above would provide, then the effective 
ceiling becomes (1) or (2), whichever is higher. 


Now, to you gentlemen, that may read _ simply, but to a small- 
business man it means that every individual type of item manufac- 


tured would have to be figured three separate and distinct ways. 

In our own individual case we are finding it difficult to obtain 
enough office workers to enter our orders, do the billing, the book- 
keeping, and operate a very elaborate payroll deduction systém an 
then figure costs. To add this terrific load to our already full schedule 
would be impossible. Consequently, it would be virtually impossible 
for us to comply with such an order. 
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This proposed order is so complex and confusing that I do not even 
know enough about it to criticize it intelligently. I do know that it 
does not take into account indirect labor costs or parking costs. In 
our business both of these items have jumped tremendously during 
the past year, and, if they are not taken into consideration in our 
costs, we could not operate at a profit. 

Since April 1, 1950, some of our basic raw materials have advanced 
far out of proportion to their real worth, while others are up very 
little in price. During March of 1950 we paid the approximate fol- 
lowing prices on these basic commodities: Cotton, 30 cents, now 45 
cents; Government standard ticking 2814 cents, now 3814 cents; 
shredded clipping, 344 cents mill, now 94 cents mill; first-cut linters, 
934 cents mill, now 2644 cents mill; mill-run linters, 7 cents, now 22 
cents mill; second-cut linters, about 4 cents mill, now 16 cents mill, but 
virtually unobtainable now. 

From these figures you can see we have had some tremendous 
advances in our costs caused by the short supply of fibers. This is a 
world situation and cannot be controlled by Washington alone. Of 
course, a short 1950 cotton crop, caused by a bad growing season, plus 
the boll weevil, caused an even shorter linter output. All fibers were 
very short even before our Armed Forces needed the many items made 
from these commodities. 

Many people overlook the fact that a manufacturer can only project 
or estimate his costs in advance but only knows the cost after that 

articular item has been manufactured and shipped. Many of our 
arge concerns were embarrassed by making too much profit during 
the year 1950. This was caused by tremendous volume with fewer 
shortages. Had they cut their selling prices drastically they would 
have put their smaller competitors out of business and thus be subject 
to criticism by the Federal Trade Commission. 

At least 90 percent of the legitimate business concerns realize that 
it is just as dangerous to overprice as to underprice, as a concern can- 
not last very long doing either. 

Our industry is particularly confused regarding the National Pro- 
duction Authority’s Order No. M-47, issued on March 7, 1951. This 
order cuts 20 percent the use of steel and iron to be used during the 
second quarter of 1951. The base period is the average quantity used 
during the first 6 months of 1950. Our industry is having trouble 
interpreting the definitions as outlined in the order. For instance, 
the order lists, among the many items to be cut back, the following: 

All furniture and fixtures, including but nat limited to: Household furniture, 
including bed springs and household cabinets, porch and lawn furniture, beach 
furniture, steamer chairs, and theater seats. 

Le follows a.long list of various and sundry items used about the 
1ome. 

Although the order specifically includes bed springs, we do not 
know whether or not mattresses and dual sleeping equipment are 
covered by the order. It states “including but not limited to,” yet 
is so vague that we are a little bit worried that mattresses might be 
read into the order, although no mention of them was made in the long 
and detailed list of items covered. 

In our case the 20-percent cut would actually amount to an approxi- 
mate 33-percent reduction. This is occasioned by the fact that our 
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industry did 42 percent of its total year’s business during the first 
6 months of 1950. Our interpretation would be that we would be 
cut 20 percent from the 42 percent rather than a 20-percent cut from 
the implied 50 percent. This would approximate the 33 percent. A 
33-percent cut would mean only 67 percent of regular capacity, and, 
consequently, the industry could lose money very fast, unless we were 
allowed to raise our selling prices quickly and drastically. Right 
here we could, of course, put in quite an argument about the impor- 
tance of sleep equipment, and that it should not be included in the 
curtailment order at all. 

Scarce items: Many of our items are getting quite scarce. For in- 
stance, paper, cartons, cotton thread, twine, sisal, and many types of 
joining hardware and certain grades of cloth. It is virtually impos- 
sible to get various types of spring wire and steel of the correct size 
when you really need it. It is virtually impossible to keep an inven- 
tory balanced, as you will be entirely out of one small item, while 
having a plentiful supply of another. 

We have received, through negotiation, several Government con- 
tracts for mattresses. All these orders were received without the 
help of outside solicitation. It seems to us that our Armed Forces 
are placing their orders more intelligently and with less red tape than 
during World War II. The first contract we finished, we received 
final payment in less than 10 days from date of last invoice. Our 
present contracts are scheduled to be completed by May 15, and we 
doubt, quite seriously, if there will be many more mattresses pur- 
chased as orders are out for just about as many as the anticipated 
number of men in the service can use. 

This meeting, to be successful, must give you, the members of this 
committee, an idea as to how Congress and/or the Government can 
help the small-business man. It seems to me that it would be possible 
for these various rules and regulations to be written in such a manner 
that it would be easier to interpret and take the pressure of interpre- 
tation off the small-business man. 

For instance, stop using such phrases as “including but not limited 
to.” Have our various agencies or bureaus set up in such a manner 
that they can give a definite opinion. It seems to me that it would 
be much easier for us meaning the small business man, to call an 
agency, say the Wage and Hour, and ask them a specific question and 
get a specific answer. Then, if time proves this answer wrong, save 
us from penalty up until such time as the answer was proved wrong. 

As it stands today, we get a booklet full of small print, with various 
marginal footnotes, and we have to make our own at Aa na and, 
if it is wrong, we pay the penalty. Five lawyers will give you five 
different answers. 

Again, why not let our local National Production Authority office 
give us a definite answer as to whether mattresses are to be curtailed 
under order M-47. Or why can’t a small-business man go to his 
local Price Stabilization Board for a quick answer to his hardship 
case or a definite answer to a pricing problem ¢ 

Under these various rules and regulations, the operation of a 
business has become so complex that each of us needs an excellent 
attorney on one side of our desk and an expert accountant on the 
other, in constant attendance 6 days a week. Of course, we cannot 
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afford such an expense and have to spend far too much of our time 
hunting for the hidden meaning in many of these regulations. 

Let’s not overlook the fact that the backbone of this country is 
the small-business man. At least 90 percent of them try to operate 
honest, legitimate businesses and conscientiously try to live within 
the meaning of all laws and regulations. We should not be treated 
as crooks simply because a small percentage of our population are 
crooks. We want as few laws and regulations as it is humanly pos- 
sible to have and to be left alone to operate legitimately. We are 
willing and happy to pay the necessary taxes it takes to run an 
economical and reasonably honest Government. 

We want to be told the whole truth by our Government, and if it 
is absolutely necessary for us to suffer, we are willing to suffer, but 
we do not want half-truths and imagined shortages. After all, we 
are stockholders in the greatest, largest, and most prosperous concern 
in the world, and we want to be treated so we can retain our confidence 
in this growing concern. 

Mr. Evins. Thank you, Mr. Jamison. You have made a very 
excellent statement and you have propounded and presented many 
problems. I do not know whether we can answer them all immedi- 
ately or not but we certainly want to thank you for your statement. 

ow, I gather that you do have a contract with the Army at this 
time. 

Mr. Jamison. Air Force and Army at the same time. 

Mr. Evins. Was this a negotiated contract or advertised ? 

Mr. Jamison. Over the telephone. 

Mr. Evins. Negotiated. 

Mr. Jamison. As the invitations to bid come out we send them in 
and make negotiations over the telephone. 

Now, I want to say, if you don’t mind, sir, that during the last war 
we made nearly 100,000 mattresses. We had two contractors, we 
had two inspectors. But now we have an inspector coming around 
once a day in the plant at Nashville. It is less trouble and they are 
getting more for the money. 

Mr. Evrns. Is sufficient advertising time given to you? 

Mr. Jamison. Well, it is a little short. Still, there is an emergency 
and we realize it. 

Of course, quite a bit of work is done over the phone. I have no 
complaint along that line. 

My complaint mostly is not being able to get answers. For 
instance, I got a hardship case. We present it by mail to Washington 
and we get back a slip of paper that says, “Your case is No. 96.” Well, 
I suppose that by this time next year No. 96 will be hit. 

It would be simpler if you could go to your agency here, locally, 
and explain it and have him give you an answer. Then, if the man is 
wrong, protect us; but give us a little action and let us operate, do 
not just let us suffer for months and months. 

I know that the men in Washington are just stacked this deep 
[indicating], and they just cannot get to it, but if they would let the 
fieldman give us an answer and protect us if his answer is wrong, I 
think that would fix it. There is no use in hiring these men—and some 
of them are quite intelligent—and not giving them leaway. 

Mr. Evins. Are there any questions, Mr. Priest ? 
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Mr. Priest. Mr. Jamison, I want to express my appreciation for 
your very fine statement. 

Mr. Jamison. Thank you. 

Mr. Priest. In the closing part of your statement, the remarks you 
have just made, you have touched upon a subject that has been a pri- 
mary concern to me throughout World War II and today, both; that 
is, giving authority to the local agencies to give definite answers and 
act on their own. 

Now, not so long ago I was called by an office in Washington and 
I was told that an office of one of the agencies would be opened in 
Nashville. I expressed the appreciation for that fact. 

But then I said to that man—his name I do not recall now, “I am 
proud to know that this office will be opened here. I think it will be 
very helpful if you give that office to answer questions and let those 
answers stand, as far as the businessmen that contact that office are 
concerned.” 

In other words, there is no use in opening up such an office unless 
that office has that authority. 

I feel very strongly on that particular point and I did throughout 
World War II, and I think that we must, in this program that is now 
unfolding and which undoubtedly will gain momentum, I think that 
we must insist that the Office of Price Stabilization or the Office of 
National Production Authority, or whatever it might be that might 
be set up in Nashville, should have the authority and should be able 
to answer you, for instance, Henry D. Jamison, specifically, definitely, | 
and finally on any point presented on their program to them. 

I appreciate your emphasis on that particular subject. 

Now, I think of one other question before I yield, if you please, 
Mr. Chairman. 

Mr. Evins. Yes. 

Mr. Priest. I understood that this manufactured price order is 
only proposed, not issued. Was that order developed after industry 
conference, in cooperation with the Office of Price Stabilization ¢ 

Mr. Jamison. As I understand it, the Office of Price Stabilization 
worked approximately 30 days and then called in a group of manu- 
facturers, not partioulisty bedding manufactures, and discussed this, 
and it was discussed in the Wall Street Journal and in the trade pub- 
lications. 

Mr. Evins. And the regulation has not been issued yet ? 

Mr. Jamison. They are still a-fussing and a-feuding. We still do 
not know. 

Mr. Hauueck. I su I ought to say at this point that that action 
that our good friend, Percy Priest, referred to is typical of the sort of 
service that he gives to the people that he is privileged to represent. 

Mr. Priest. Well, now 

Mr. Hauteck. No; that is right. And I would like to say to all of 
you folks here that all of your Tennessee Congressmen are pretty 
much on the ball. Unfortunately, I find that out all too often. 
| Laughter. | 

Mr. Evins. Are there any other questions? 

Mr. Curtis. No questions, thank you, but I just want to say that 
Mr. Jamison has presented a splendid statement with a lot of meat 


in it. 
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Mr. Jamison. Thank you. 

Mr. Evins. Mr. Dalmas? 

Mr. Datmas. Yes; I would like to ask a question, Mr. Chairman, 
if I may. 

In oe with those negotiations over the telephone, we are very 
much interested, the committee is, in the fact that a great many com- 
modities have gone off of formal advertising for bids on what you 
might call the negotiated basis since the national emergency was de- 
clared on December 16. Now, when you speak of negotiation, what 
does that entail ? 

Mr. Jamison. Well, your invitation comes in and you bid. You bid 
in and you say, “I will bid $12.” 

To take a specific case, they advertised for 1,500,000 mattresses, to 
be spread over a period of time. 

Mr. Datmas. That was an advertised bid ? 

Mr. Jamison. That was an advertised bid. Then, after I arrive 
at a fair price, figuring that that fair price would be $11.80, I could 
get on the phone and get to that agency and ask them about an order 
at that price. 

Once, they called up and said, “We need mattresses, and we need 
them quick. We have got a field down here where the boys are, and 
those boys cannot sleep on the ground. What can you do?’ 

Then I said, “O. K., you can get them for $11.90. 

Well, that was the negotiated price and we started 2 days later. 

Mr. Datmas. That was an emergency matter. 

Mr. Jamison. Yes, sir. 

Mr. Datmas. And they wanted delivery expedited. They wanted 
that as fast as they could get it. 

Mr. Jamison. And they bought mattresses all over the country, 
thousands of them, for $11.90. 

I will say this, there is not much profit in it. It is close business. 

Mr. Evins. Mr. McCormick, of the Office of Price Stabilization, do 
you have any comments that you care to make? 

Mr. Leo McCormick. Yes, sir; I have several, Mr. Chairman, but 
I am wondering whether you would prefer to wait and give those com- 
ments after we have heard the witnesses. 

Mr. Evins. Well, I think that would be better. We thank you very 
much, Mr. Jamison, for your very splendid statement. 

Mr. Jamison. Thank you. 

Mr. Evins. Our next witness is Mr. Eric Nelson, of the Florence 
Stove Co. Is Mr. Nelson present ? 

(No mong 

Mr. Evins. The next man on the list is Mr. P. G. Banker, of the 
Mid-State Steel Co., who will tell us about steel supply and mill prob- 
lems. Is Mr. Banker present ? 

Mr. Banker. Yes. 

Mr. Evins. Will you come forward, please, Mr. Banker ? 

Before you proceed, Mr. Banker, Mr. Dalmas, of the staff has one 
question for Mr. Cline, who testified previously, that he would like to 
get into the record. 

Mr. Datmas. Thank you, Mr. Chairman. 
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STATEMENT OF K. FRANK CLINE—Resumed 


Mr. Datmas. Mr. Cline, you spoke of a good deal of steel coming in 
from foreign countries. 

Mr. Curve. Yes, sir. 

Mr. Datmas. And going to the black market. 

Mr. Curne. Yes, sir. 

Mr. Daumas. Would you be good enough to submit for the record 
what you know about that? That could be put in later, we could leave 
the record open for that. 

Mr. Curne. Well; we do know that steel is coming from Belgium and 
England and other countries, coming into New York. We have been 
ana eile manufacturers have been offered large quanties of steel. 

Now, they will buy that steel and after they get that steel, after it is 
unloaded, then oftentimes they find that the steel is unsatisfactory. 
They find that the steel is laminated, it is too hard to use, it is off- 
size, and the price is in excess of the regular warehouse price. It 
cloes appear that a great many of them go to England or Belgium and 
buy the steel and its goes into this country. There are hundreds and 
hundreds of tons coming in during the past 2 years. 

Mr. Datmas. And you think that it is offgrade, a good deal of it? 

Mr. Curve. I know that a good deal of it is offgrade, and it is very 
hard for them to use it and they are very disappointed after they get it. 
It will be laminated or it will break in operation and often it is at a 
point where it cannot be used. So, they waste man-hours and they 
waste time—they waste everything. 

Mr. Datmas. Thank you very much. 

Mr. Evins. Thank you, Mr. Cline. 

Now, Mr. Banker, we are ready to hear you. Will you give your 
name and occupation for the record / 


STATEMENT OF P. G. BANKER, JR., MID-STATE STEEL CO., 
NASHVILLE, TENN. 


Mr. Banxer. Mr. Chairman, my name is P. G. Banker, Jr., vice 
president, Mid-State Steel Co., Nashville, Tenn. I have some pre- 
pared testimony before me which I would like to give you and then 
I would like to call on Mr. Shaffield, who is in the Taedwone business 
and can add some information I am not familiar with. 

Mr. Evins. You may proceed, Mr. Banker. 

Mr. Banker. To begin with, and to set the record.straight, the pro- 
xram is a little wrong in listing me for a discussion of steel-mill prob- 
Sen as.I do not feel that I am adequately informed on such a vast 


subject. Therefore, most of my remarks will pertain to steel ware- 
housing and me’ of 


In reviewing the steel-supply problem in the middle Tennessee area, 
it is necessary to first mention the general increase in the use of vari- 
ous forms of steel in the past 10 years. The trend in this area has 
been away from cast-iron products in favor of pressed or formed 
sheet steel. I believe the percentage increase in the demand in this 
area is greatly in excess of the national percentage increase. 

In the face of this increased demand, the melting capacities of the 
southern steel producers has not materially increased over these same 
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years. Some sheet capacity has actually been taken out of the mar- 
ket by a change of operations of one of these southern producers. 

The shortage of sheet steel in this area was further augmented 
by the abolishment of the multiple-basing-point method of ar oa 
This influenced certain of the northern mills to withdraw or partially 
withdraw from this market, because of their disadvantage on freight 
bases. This factor was partially offset at a later date, when several 
of the northern steel companies began to serve this market via barge 
shipments up the Cumberland River. These barge shipments were 
of great help to the larger fabricators, who purchased in mill quan- 
tities, but did not solve the problem of the small steel fabricator who 
depended on steel warehouses or distributors for their supply. 

hrough the past years, this area has been rather unique in that 
‘there has been no general steel warehouse to serve the growing needs 
of the small steel buyer in this area. Local supply has been partially 
served by mill supply and wholesale hardware houses who carried 
limited stocks of a few steel items. The balance of the warehouse 
needs were purchased from stocks at distant points such as Cincinnati, 
Birmingham, Chattanooga, and St. Louis, and other points. 

Since the start of the Korean War, these warehouses have shown 
increased reluctance to ship to this market inasmuch as their stocks 
have been continually shrinking and the policy of serving their home 
customers first is quite understandable, as the home market is the 
backbone of a steel warehouse business. The local supply houses have 
insufficient allocations to serve this increased demand which they 
were serving only in part before the start of the Korean War. 

A letter received by the chamber of commerce industrial mobiliza- 
tion committee may be of interest at this point, as it sets forth some 
of the problems faced by one of the local steel suppliers. 

This letter was addressed to the Nashville Chamber of Commerce, 
industrial mobilization committee, Nashville, Tenn., and I would like 
to have the contents incorporated into my testimony. 

Mr. Evins. It may be included. 

Mr. Banker. I am submitting it for inclusion in my testimony, if 
that is satisfactory. 

Mr. Evins. You may read it or you may just want to put it in the 
record. 

Mr. Banker. Well, I would like to bring out some of the pertinent 
facts. 

Mr. Evins. Well, you go right ahead. 

Mr. Banker. I will not read the letter in its entirety, but only the 
important or pertient parts: 

Effective on November 8, 1950, the NPA issued order M-—6, which established 
a method whereby steel warehouses were assured of the same amount of mate- 
rial as their monthly purchases (average) through the first 9 months of 1950, 
less the percentage that mills were supplying on defense orders and Govern- 
ment-directed programs. This plan has proven incompetent of supplying ade- 
quate stocks to the steel warehouses, because of the large tonnage commitments 
going into defense orders or Government programs. The net result of this per- 
centage plan was that the amounts available to warehouses under M-6 alloca- 
tion, were being constantly reduced because of the increasing percentage factor 
of Government-directed programs. 

Under the M-6 order, a provision was established whereby such persons who 


were adversely affected by the order could apply for adjustment or exception, 
on the grounds that it worked undue hardship upon them which was not suf- 
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fered generally by others in the same trade and industry. Under this provision, 
our company appealed for adjustment, based on the following circumstances : 

1. We were a new company who started business on January 1, 1950, and be- 
cause of strikes and other causes affecting steel production after that time, our 
shipments from producers were not sufficient for a break-even operation, nor 
adequate to serve the warehouse buyers in this area. For this reason, the base 
monthly tonnage, as computed by shipments during the period of January | 
through September 30, 1950, did not represent a fair measurement for allocation. 

2. As a result of depleted stocks and inadequate incoming shipments, sma!! 
fabricators in this area were forced to buy from more distant sources, with 
resultant increased costs. 

3. Because our company was the only one in a radius of approximately 150 
miles of Nashville, operating as a bona fide steel warehouse, stocking and dis- 
tributing steel products normally carried by steel warehouses, and selling at 
a legitimate warehouse price. Other combination fabricators and distributors 
who normally supplied the warehouse buyers in this area had withdrawn from 
the resale market, inasmuch as the supplies that they could obtain were being 
used in their own fabrication. 

4. Increased reluctance and inability of warehouses in other areas to ship 
to the Nashville market. 

5. Insufficient stocks or incoming shipments to serve rated defense orders on 
projects in this area. 

6. Inability to buy from warehouses in other areas who augmented our supply 
during base period while we were becoming established with mill producers. 

We received an immediate reply from the Iron and Steel Division of the NPA 
to the effect that they could not help us, and suggested that we continue to 
remain in close contact with our regular suppliers. At a later date, we wrote 
the Office of Small Business of the NPA, requesting their help in this matter. 
Except for a phone call from Washington requesting up-to-date shipping fig- 
ures, we have had no further word from this request, and do not know whether 
or not our appeal is still under consideration, or if it has been refused. At this 
writing, it appears that we will have to send a representative to Washington to 
determine the status of this request. 

The sum and substance of the foregoing is that we were appealing for addi- 
tional supply, not only to sustain our own business, but also, the small fabri- 
cators whom we serve. We felt that we had just basis for adjustment, particu- 
larly because of the small businesses which depended on us for their steel re- 
quirements. 

If our experience is typical of the consideration given such requests, we be- 
lieve that the paragraph covering exception and adjustment, carried on all the 
NPA orders, is not worth inclusion in these orders. As our petition was under 
consideration on February 17, when the Office of Small Business phoned us 
from Washington, we believe that we could have been given word by this time, 
as to what action was being taken. 

The result of the steel shortage may be evidenced by a few of the observa- 
tions and information that we have obtained in our customer contacts. 

1. A small structural steel fabricator and erector has been forced to turn 
down work because of uncertain supplies of materials needed. Such work ulti- 
mately went to larger companies who had mill connections for their purchases. 

2. A small manufacturer of sheet-metal products has been practically forced 
to suspend his produetion because of the shortage of galvanized sheets which he 
has always purchased from warehouse source. 

3. A small manufacturer of specialized farm implements has been practically 
forced out of production because of shortage of hot-rolled sheets and light struc- 
turals. 

The foregoing examples are typical of the steel-supply problems existing with 
the small steel users in this area. As the majority of these fabricators are too 
sinall to obtain Government contracts or subcontracts work, they are faced with 
a real problem in trying to continue their business operation because of inade- 


quate steel supplies. 

Mr. Banxer. You will see from the foregoing that the local steel 
supply houses are making an honest effort to obtain supplies for the 
small fabricators. You will also note several examples of how the 
steel shortage is affecting these small fabricators. I feel sure that 
many other examples could be cited if time permitted. 
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The steel supply houses are finding that there is much confusion 
and misunderstanding relative to the many NPA orders and regula- 
tions. Some of the small fabricators do not have access to these orders 
and have great difficulty in interpretation after they are able to obtain 
them. Certain of these businesses have small quantities of stainless 
steel or copper in their inventories and are uncertain as to whether 
they can use this material or for what items it can be used. 

he recent NPA regulation 4, establishing a DO eer for main- 
tenance, repair, and operating supplies, has further mystified both the 
large and small fabricators. As the fabricator must obtain the DO 
certificate from his customer, who is the end user, he has great diffi- 
culty in explaining the order to his customer, who is reluctant to sign 
a certification relative to something he may know nothing about. 
Certain of the larger companies are reluctant to use DO—97 because 
of the bookkeeping involved and the fixing of a pattern once it is 
started. 

It is not felt that the recent amendment to order M—6, which guar- 
antees steel warehouses a minimum of 85 percent of their average 
purchases through the first 9 months of 1950, will greatly help the 
supply situation here, as the base allocations in this area are inade- 
quate to serve this market. 

The small fabricator in this area is as patriotic as may be found 
anywhere in our country. They do not expect exceptional preference 
during these times. However, I feel that I may speak for them in 
saying that they expect and deserve their fair and just share of what 
steel is available after the Government requirements are met. Their 
existence as small businesses may well depend on this material. 

Thank you, Mr. Chairman. 

Mr. Evins. Thank you, Mr. Banker. You mentioned earlier about 
Mr. Shaflield wanting to have a word at this point. 

Mr. Banker. Yes. 

Mr. Evrns. Will you come forward, Mr. Shaffield? Give your name 
for the record. 


STATEMENT OF JOHN W. SHAFFIELD, NASHVILLE, TENN. 
Mr. Suarriecp. My name is John W. Shaffield. We are distribu- 


tors in the local market here, and we have the hardware dealers, 
industrial plants, and electrical contractors. A great deal of my testi- 
mony may overlap Mr. Banker’s, since our problem is much the same. 

Actually, we try to anticipate our requirements for several months. 
Right now that is rather difficult to do because we are particularly 
concerned with a shortage of steel products and other materials to 
serve both these industrial plants and our dealer trade. 

Now, we are talking about small business. These small businesses 
have always depended on the steel warehouses and the distributors for 
their supply. Right now an undue hardship is placed on the distrib- 
utor because the large concerns, the industrial plants who have pre- 
viously bought from the mill, are not able to get the material that 
they need from these mills, and they try to spread their supply by 
buying from the distributor. We do not blame them, and we do not 
refuse to serve them. 
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We serve them on their other items of maintenance and repairs, and 
when a man calls on us to supply some steel we are bound to, we have 
to give it to him, sell him some of those things. 

Now, another hardship is placed on us ~ our suppliers. Quite 
frequently we have demands placed on us by some of suppliers who are 
trying to get materials, for certain raw materials. I am speaking spe- 
cifically now of a plow-goods manufacturer that needs more bar iron. 

The Government has not set up a program to get more, additional 
steel. There was certain steel allocated in the last war for these plow- 
goods people and for washing-machine manufacturers, who need cold 
rolled steel, and we furnish that to them. Naturally, that means 
additional merchandise for us to sell, and so we have in cases sold to 
these people. 

Now, order M-6, as Mr. Banker stated, was designed to help us as 
distributors. Actually, we buy in large lots—nails, fence, barbed 
wire, and so forth. 

Now, one of the producers from whom we formally bought in barge 
lots brought the information to us, and I will give it to you for your 
information, where our allocation from one supplied was 32 kegs of 
nails per month. Now, our purchases of nails and wire products, as 
I say, are in bargeloads, which are of 500 tons and approximate a 45- 
to 60-day supply, but our allocation from this source amounted to less 
than one truckload, or 10 tons. One of our other producers fur- 
nished us with 135 tons a month, which is a pretty good slug of steel. 

Now, as to the base period. Getting back to this manufacturer that 
allotted 32 kegs of nails, unfortunately, one shipment was shipped to 
us on December 19 and was received by us in the base period but the 
invoice date governs, and that is true whether or not it falls in that 
period. Another barge was received from this producer in the latter 
part of October or November. Both barges fell just outside the base 

veriod, and we have appealed our case, as M-6 states in the case of a 
Londdhten case. Our letter has not been in long enough to where we 
can get our number assigned—but I feel sure that it will be higher 
than the No. 96 that our bedding manufacturer had. 

Now, we have been told, and we see the statistics, that the Govern- 
ment was taking about 2 percent of the steel at the outbreak of the 
war. The program originally stated that they would be taking about 
10 percent of the steel about the middle of the year ; that is, the middle 
of this year. Actually, in our case, it has been much more of a reduc- 
tion than that. We are getting very, very little steel now; that is, 
small-business men. 

Previously we set aside and tried to sell a great deal of our steel 
products on steel-rated orders. Right now we have about four or 
five carloads of iron products on order with the mills which are sold 
on DO orders. Now, the best promise that we have on those DO- 
rated orders is July and August. That allowed us to increase our 
tonnage coming from these mills and did not affect our quota. 

The modification of the M-6 order which came about in the middle 
of March now states that we reextend these DO orders to these mills 
and that that comes out of our allocation. 

Well, previously we had channeled as much as possible to the DO 
orders, but why should we do so now, when it does not help us; there 
is no incentive. There is no reason why we should, other than be- 
cause of patriotism. There is no incentive to try to hold back orders— 
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ou let orders flow out as they come in, rather than trying to hold 
Ce and trying to save the defense work cesar It means nothing 
ocation, which is pitifully 


to us in the way of increased tonnage al 
small, as it is. 

We feel that unless some modification is made to M-6 order that 
all of the small businesses and a lot of those industries in this area 
will suffer. 

Mr. Evins. Thank you, Mr. Shaffield; thank you also, Mr. Banker. 
You have posed a problem with regard to a specific case, for adjust- 
ment and exception, as an undue hardship case. 

Are there any questions, Mr. Priest ? 

Mr. Priest. I do not believe I have any particular question at this 
time. 

Mr. Evins. Mr. Halleck? : 

Mr. Hatxeck. No; I think not. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. No. 

Mr. Evins. Mr. Dalmas? 

Mr. Datmas. I have one or two questions, Mr. Chairman. I would 
like to ask Mr. Shaffield—you people have been in business a long 
time, haven’t you? 

Mr. Suarrietp. That is correct. 

Mr. Datmas. And you received steel during 1948 and 1949, as well 
as the base period in 1950? 

Mr. Swarrietp. | might qualify that now. We did receive it in 
that base period; yes, sir. We here in Nashville are a division of a 
hardware company in Birmingham. The allocation in the Nashville 
division is entirely separate from the Birmingham divison. We 
opened our operaton in 1948. 

Unfortunately, we opened at a time when it was almost impossible 
to get allocations from the southern mills. Our allocations now, as 
they stand, are from the northern mills, and we are operating under 
ba ns aly set up. 

Mr. Datmas. Well, let us take your parent company. 

Mr. Suarrievp. All right. 

Mr. Datmas. Did they receive from the mill more steel in 1948 and 
1949 than they did in the base period in 1950, on a monthly basis? 
In other words, we have had complaints from a great many jobbers 
and distributors that the base period was not a fair and representa- 
tive period for warehouses. 

Mr. Suarrievp. That is correct. 

Mr. Datmas. Independent warehouses. 

Mr. Suarrievp. That is correct. 

Mr. Datmas. And that their supplies in 1948 and 1949 were much 
greater than they were in the first 9 months of 1950. 

Mr. Suarrtevp. That is correct. 

Mr. Damas. Is that the case with your company ? 

Mr. Suarrievp. Yes, sir. 

Mr, Daumas. And, Mr. Banker, would that be the case with you? 

Mr. Banker. My company was not in operation during that period. 

Mr. Datmas. Oh, you started in 1950. Well, Mr. S vaflield, what 
do you think would be a fair base period for warehouses who had 
been in business prior to January 1, 1950? 
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Mr, Suarrtevp. I would say either extend the thing on through 
the entire year of 1950 or go back to some representative period during 
1948 or 1949. 

Mr. Daumas. And how about the case of a person who had started 
in business on January 1, 1950? 

Mr. Suarrrecp. Well, he has got a hardship case. 

Mr. Datmas. He has a hardship case. 

Mr. Suarrietp. Here is one thing that is rather difficult for us. 
Eighty-five percent is what the figure is set at, but that is set after 
the steel mill has set aside 10 percent or 20 percent for the Govern- 
ment requirements. He takes out of that also his DO-rated orders 
and, of course, we have no way of arriving at what our allocation 
is going to be. So, when the man comes in and he tells us that our 
allocation is so many kegs of nails or so much steel, we take his word 
for it as fair and equitable as far as his customers are concerned—we 
have no way of checking. 

Mr. Datmas. Now, 1 want to ask Mr. Banker a question, Mr. 
Chairman. 

Mr. Evins. Yes. 

Mr. Damas. You spoke of the fact that the tendency over the past 
few years was to rolled, pressed steel products, to a greater extent than 
to cast products. 

Mr. Banker. Yes, sir. 

Mr. Damas. That was the case before we had all of this pressed 
iron equipment that we now have. Now, do you think there is any 
tendency or any hope at the present time for the smaller manufac- 
turers to go back to cast or malleable iron products in order to con- 
tinue to serve the trade when they cannot get the like in pressed steel 
products ? 

Mr. Banker. Well, not the small fabricators that I was talking 
about. Those were companies that had probably under 25, and a 
good many of them under 10 employees. They would not have the 
facilities or capital to put in any equipment to handle materials in 
cast form. 

Mr. Datmas. In other words, they have to get sheet steel, that is 
this salvation ? 

Mr. Banker. Yes, sir. 

Mr. Damas. In order for them to stay in business. 

Mr. Banxer. Yes, sir. 

Mr. Damas. I believe that is all. 

Mr. Evtns. Does either Mr. Hughitt or Mr. Bartlett of the National 
Production Authority have any comment ? 

Mr. Barrierr. Well, there has been some question on appeal. I 
would like to converse during the recess with the witness, if Ire cares 
to, so as to, if possible, get more details. I would like to clarify that 
with him. 

(Discussion off the record.) 

Mr. Evins. That is all, gentlemen, thank you for your splendid 
statements, very much. q 

Now, I believe that is the last witness that was scheduled for this 
morning. We have heard all of them, except for Mr. Nelson,-who 
does not seem to be present. Is he in the room ? 

(No response. ) 
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Mr. Evrns. It is possible that he may be with us this afternoon. 

Now, Mr. McCormick of the Office of Price Stablization indicated 
earlier that he wanted to make some observations with respect to Mr. 
Jamison’s testimony. We will be glad to hear anything you have to 
say at this time, Mr. McCormick. 

‘Mr. Leo McCormick. Thank you, Mr. Chairman. My observations 
especially pertain to the steel industry. 

I think that Mr. McCann and Mr. Cline have made some very impor- 
tant observations concerning prices of their respective firms on steel. 
I think they are probably the most pertinent and important that we 
have received to date. 

Now, gentlemen, | am speaking for the Office of Price Stabilization 
when I say that we feel that this information is important; and we 
feel that way because that is coming from people directly affected. 

Now, I would like to point out that the general freeze order again 
applies to steel. Prices were frozen on January 25. 

That order has the full teeth of the law behind it. 

I would also like to point out, as Mr. Cline mentioned, that in the 
law there is a provision which makes the buyer of an overceiling sold 
product as responsible as the seller. That is already in the law. 

The office has been studying this whole steel-pricing problem and 
is at present preparing a steel order which we hope will accomplish 
the simplified steel-pricing set-up that Mr. Cline has asked for. That 
should be issued within the next few weeks. 

Now, on the matter of imports of foreign steel, Belgian steel and 
tin plate. We have in the Office of Price Stabilization an Import- 
Export Division which is currently studying such imports. This 
information Mr. Cline has brought to us, with the permission of tha 
committee, I would like to bring to the attention of that Division. 

Mr. Priest. Could I interrupt you with one question at that point? 

Does the Office of Price Stabilization have any knowledge of these 
foreign shipments of steel referred to by Mr. Cline that might be 
entering into the gray market or black market operations? 

Mr. Leo McCormick. Congressman Priest, I would say that we 
have, generally. I do not have the knowledge, though, to say whether 
or not a definite shipment from Belgium would be a violation of our 
export-import order. I would have to have advice on that. That 
information we have placed before the proper people. 

Mr. Evins. In other words, is it your point that, in view of the 
fact that steel has been frozen, that any black-market operations or 
gray-market operations or profiteering operations—that specific cases 
of such should be brought to your Enforcement Division ? 

Mr. Leo McCormick. Yes, Mr. Chairman. And off the record 

(Discussion off the record.) 

Mr. Cure. May I ask a question ? 

Mr. Evins. Yes. Do you want it on the record ? 

Mr. Citve. It is perfectly all right with me. 

Oftentimes we will have a man come to us and say, “We can buy 
you some steel. We will become your purchasing agent and you will 
pay us so much per ton.” And, he, in turn, will go to somebody else 
and say, “I have got a customer, and I will pay you so much per ton 
to buy the steel.” 


86267-—51—pt. 1-——10 
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But, when the steel gets to us, the steel is priced out of the regular 
price, and the only way we can get it is to pay through the nose, 
through three or four individuals. 

Therefore, here Price Stabiliaztion has got to control—not exactly 
through the price itself, but through the manipulations of the indi- 
vidual who does that. 

Mr. Leo McCormick. I understand that, Mr. Cline. We would still 
like to have full information on that matter. Now, with the permis- 
sion of the committee, I would like to go off the record. 

(Discussion off the record.) 

Mr. Evins. Do you have any further observations, Mr. McCormick? 

Mr. Leo McCormick. Yes, sir, I do have. I think it was Mr. Jami- 
son, the bedding manufacturer, who spoke of the manufacturing order. 
That order, it is true, has still not been issued, it is still in the process 
of being drawn. I was advised at late as yesterday that in the opinion 
of the folks that have been working on that order that it is a good 
order, a good, sound, interim order, for that tremendously complicated 
industry, the manufacturing industry, for the period of the present 
date through midsummer when most of the individual regulations will 
be tailored and issued for industries such as bedding, and that it will 
ease things and work out a lot of the kinks that are due under the 
general over-all freeze. I was advised further that they thought, as 
of yesterday, that they had most of the bad kinks ironed out of this 
manufacturers’ regulation. 

Now, on the matter of complication of language. All of us who 
served during the last emergency, including the Director, Mr. DiSalle, 
are doing everything that we can to obtain personnel especially trained 
in legal work to write them up clearly and concisely. It is a matter 
of being able to obtain people who can do that. We think that we are 
making improvements along that line. The example that Mr. Jamison 
quoted will be sent to Washington as an example to be analyzed, an 
example of a complicated quote. 

On the matter now of the local field offices. Briefly, there are two 
important matters, Mr. Chairman, that involve and confront all 
businessmen. Having served as a regional director during the last 
emergency, mainly in the State of Maryland, I do appreciate what 
you folks mean when you say that you would like to go to your 
local offices and get an answer. That was accomplished the last time 
and will be accomplished this time—soon. 

Our offices in some States are not staffed completely with the proper, 
schooled, legal advisers and price specialists. The director and all 
of us in Washington want to decentralize and move authority into the 
field just as soon as possible; and that will also cover adjustment 
cases when these large general orders are amended to cover specific 
industries. 

That is, you will be able to go into these offices and present your 
case for adjustment and get a decision. We are very glad to get this 
testimony. 

Mr. Hatxieck. Would you yield at that point ? 

Mr. Leo McCormick. Yes. 

Mr. Hatiecx. As a matter of history, since you refer to previous 
experience, I will recall as a member of the House Small Business 
Committee during World War IT that we held a series of hearings 
around the country on this very matter of decentralized authority 
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that was brought up with ro tet OPA. As you brought out, that 
s pretty effectively accomplished. 
Certain yitisa highly desirable thing and I think that all of the 
committee will agree that the quicker that objective is accomplished 
the better off everyone will be. 
Mr. Leo McCormick. I have one further comment. 
Mr. Evins. Go ahead. 
Mr. Leo McCormick. Gentlemen, I do have to point out again this 
fact that we have been in existence, as the Office of Price Stabilization, 
just about 8 weeks. In that time we have opened 90 some offices, 
including offices in the far-flung Territories. We have staffed those 
offices. Fifty-eight of those offices were opened in a period of 8 


days and staffed. 


So we are not sitting down on the job. We are moving as fast as 
possible. I thank you. ’ r : 

Mr. Evens. Thank you, Mr. McCormick. We appreciate your com- 
ment; you are being very helpful. 

Mr. Hauieck. Off the record. 

(Discussion off the record.) 

Mr. Evins. Now, Mr. Hughitt, I wonder if you would like to make _ 
an observation with respect to processing cases through the National 
Production Authority. 

Mr. Hvcutrr. Well, with respect to these two gentlemen that we 
have heard from, we want to get all the information from them to send 
to Washington to check; we would like to get that immediately. 

With regard to some of the comments made in our regulation 4 and 
on M-6, 1 guess that we were a little naive when regulation 4 was 
written and it is in the process of revision. 

We have had questions about the application of that. I can quote 
you one instance of a large company, where they sent us a telegram 
telling us about how they were going to apply 97, and that telegram 
was 14 feet long. So we find it necessary to revise the order. 

As far as M-—6 is concerned, as the gentleman said, there has been 
some revision of M—6 already. There will be further revision of M-6 
when it appears to be possible to revise it in such a way as to make it 
more effective, as far as small business is concerned. 

The whole purpose of M—6 was to get from the warehouses as much 
steel as was left out of the balance that was used for defense, for the 
small-business men; from the warehouses to their historical pur- 
chasers. We hoped or we anticipated that the warehouse operators 
themselves would, in turn, pass on the idea of furnishing their own 
historical customers in sotasaiin Well, it has not worked in just 
that fashion. However, we would like to have it understood that 
that was the intent of the order, that it was for the benefit of the 
small-business man. 

As far as any adjustments and appeals—I know, I realize that this 
gentleman feels that perhaps the adjustment clause is not worth its 
paper, but I think I might speak for the Authority when I say that 
in Many, many cases adjustments have been made and passed on 
appeals received. 

As far as the Office of Small Business is concerned, if you send in 
your appeal—by the way, when you do send in your appeal or write, 
refer to M-7 or regulation 4, or whatever it might be—if you will 
address a copy of that appeal to the Office of Small Business we will 
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try to inject ourselves into the picture with the Bureau of Industry 
Operation. Then I can speak somewhat in the nature of a special 
pleader for the small-business man. We have found that to be quite 
effective. 


Mr. Evins. Thank you very much, Mr. Hughitt. 

Mr. Datmas. Mr. Chairman, in connection with Mr. Hughitt’s re- 
marks, and particularly for the benefit of these gentlemen interested 
in order M-6, the House Small Business Committee took action on 
that order when it was first proposed, and told the National Produc- 
tion Authority that the base period was not exactly as it should be. 
The committee is still trying to get that base period adjusted with no 
success to date. 

I would also like to ask Mr. Hughitt, Mr. Chairman, if there is any 
possibility of hardship cases being processed in the field by NPA. 

Mr. Hvuenrrr. Well, Mr. Dalmas, at the present moment our field 
force has been increased. It is now over 100. I am not sure exactly 
how many there are. 

Now, as rapidly as those field offices are staffed then we would expect 
that all hardship cases would be reported directly to the field office. 
If the field office can handle it, and very frequently we feel that they 
can handle it, that is fine—in many cases they do right now—and if 
they cannot handle it, then they can refer it to the Department to 
see what additional steps should be taken. 

Mr. Datas. Is there an office in Nashville? 

Mr. Hveurrr. I understand that there is. I believe it is under 
Mr. Carlin. I believe he is here now. 

Mr. Evins. Gentlemen, since we have concluded with all of the 
witnesses scheduled for the morning session and since it is about 10 
minutes to 12, we will recess and reconvene at 1: 15. 

(Whereupon, at 11:50 a. m., the subcommittee adjourned, to re- 


convene at 1:15 p. m., this same day.) 
AFTERNOON SESSION 


(The hearing was resumed at 1: 30 p. m.) 

Mr. Evyrns. Gentlemen, the committee will come to order. We 
will have a few words from Mr. Turner of the Nashville Chamber 
of Commerce, committee on industrial mobilization. 

Mr. Turner. Ladies and gentlemen, we are very anxious that 
everyone present write his name and address on one of these cards. 
I think you will find them before you. If you do not have one, there 
are plenty of them here at the desk. We would like to have the 
names of those who have attended the hearing. If anyone likes to 
have a program, we have programs here. 

Now, also, if you have any questions that you would like to ask, 
you may write them down on one of these blue slips, and the com- 
mittee, I understand, will attempt to answer your questions for you. 

Now, on behalf of the chamber of commerce committee on indus- 
trial mobilization of Nashville, we are deeply grateful for the pres- 
ence of these distinguished people from the Congress and from the 
Government agencies who have come here today to help us out with 


our problems. 
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think that everyone agrees that we had a very fine meeting this 
ui ing and we balleve that a lot of good will come out of this meet- 
ing, both this morning and afternoon. ih ts 

Now, one of the most interesting witnesses of the morning's session 
was Red Jamison, who had a lot to say about confusion. _ 

In addition to being a manufacturer, you know, Red is also a 
farmer. On one of his trips to the farm he met his overseer coming 
down the road with a piece of rope in his hands. So he said, “Jim, 
what are you going to do with that rope?” And he said, “Mr. Jami- 
son, I am all confused. I don’t know whether I found a piece or 
T lost a mule.” 

So, we believe that a lot of things can be cleared up here. 

Now, since we have a very full tg, Se for the afternoon, I would 
like to turn this meeting over to the Honorable Joe Evins, chairman 
of the delegation. 

Mr. Same. As our first witness this afternoon we have Mr. Jar- 
man. We are glad to have you here, Mr. Jarman. 


STATEMENT OF MAXEY JARMAN, GENERAL SHOE CORP. 


Mr. Jarman. Gentlemen, it is urgently recommended that this 
committee give consideration to relieving small business from the 
burdensome complications of the wage and price controls. —e 

Our company has more than 20,000 customers, the great majority 
of whom are retailers of relatively small volume. These retailers 
have very small staffs in their businesses, and it is almost impossible 
for them to keep up with the requirements and the orders that con- 
tinually pour out of the stabilization offices. These orders require a 
great deal of study to understand. Using them requires a great 
deal of detail in keeping of reports. The small-business man in 
many cases will find it impossible to keep up with his business and 
these reports at the same time. 

Actually the pattern of prices and wages is going to be set and de- 
termined by larger businesses. They have the staffs to pera study 
the orders that come out. Results must come through action taken 
by these larger businesses. Competition from large concerns is such 
that the small business concern cannot sell hor at prices higher 
than big stores. The price controls would be just as effective under 
this plan as otherwise. 

Perhaps only small retailers should be exempt from the applica- 
tion of price and wage controls, continuing to leave all manufacturers 
under these controls. 

The enforcement problem on the great number of small businesses - 
is so enormous that it cannot be properly handled. Restricting it 
to the larger concerns would greatly simplify. This plan would also 
eliminate some of the inequities and extreme situations that occur 
when inexperienced enforcement officials clamp down on a small busi- 
ness that is unable to work out all the problems and complications 
caused by these orders. 

Our country would be better off, and we would have practically as 
much control on inflation if price and wage controls applied only 
to those businesses in the larger volume brackets. 

Thank you very much. 





140 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Evins. Thank you, Mr. Jarman. Do you have any suggestions 
or recommendations that you wish to make to this committee to 
clarify and improve the situation? What specific recommendation 
would you as a businessman make ? , : 

Mr. Jarman. Well, I recommend that any retail business with a 
volume of less than $250,000 be exempt from price and wage control. 

Mr. Evins. What do you mean by your remarks about enforce- 
ment problems, what do you refer to when say in your statement: 

The enforcement problem on the great number of small businesses is so 
enormous that it cannot be properly handled. 

Mr. Jarman. Well, I am not speaking of our company, I am speak- 
ing of the customers. On the matter of price control, for instance, 
the Office of Price Stabilization must necessarily enforce the orders 
that they send out. They have established field offices around the 
country and that is necessary. : 

Now, then, if they attempted to enforce those controls with small- 
business people, the job is so enormous that they cannot get around 
to all of them. ‘They will find many of these small-business —_ 
without any intention of violating who have violated, nevertheless, 
because they cannot keep up and understand what they are supported 
to do, and they might pick up some fellow—as happened at the time 
of NRA, and things of that sort, people who were not trying to do 
anything that is wrong, someone who has unwittingly done something 
wrong and that is contrary to regulations, He is in a position where 
he just cannot keep up with all of those. I think that if the law is 
properly enforced on the large manufacturers and large businesses, 
that that in itself would provide the control necessary to all business. 

Mr. Evins. In connection with trying to prevent inflatien at this 
time, do you think, in your opinion, that it is sufficient that freeze 
a | should be on the manufacturing level and not on the retail 
evel ! 

Mr. Jarman. Well, the small retail level—the large retailers, such 
as the department stores and the chain stores or the large specialty 
stores, those should have large enough staffs to be able to determine 
what they can do and what they cannot do, and they are the ones 
that will set the price anyway; the small ones cannot, and the small 
ones have to meet the competition of the chain retailers and large 
specialty stores and the department stores. 

Mr. Evins. You, as a manufacturer, have also got retail outlets, 
do you not? 

Mr. Jarman. Yes; we do. They would not be exempt under what 
_ Lam suggesting here. I am speaking about those other people; ours 

would come under the class of chain stores. 

Mr. Evins. Are there any questions, Mr. Priest ? 

Mr. Priest. Mr. Jarman, I appreciate your statement and your 
suggestion. Now, I believe I Best steven you to say that as a basis 
for measurement you would exempt retailers doing an annual volume 
business of less than $250,000. 

Mr. Jarman. That is my suggestion ; yes. 

Mr. Prresr. And the large department stores of the city of Nash- 
ville would not come under that, would they ? ‘ 

Mr. Jarman. Oh, no; those department stores would all be over 
$1,000,000 a year. 
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Mr. Priest. That was my opinion, and I believe I know the answer 
to my other question that I had in mind in connection with the exemp- 
tion that you suggest; in your opinion should that apply only to the 
smaller retailer and not to the small manufacturer ¢ 

Mr. Jarman. I think that might be best. There are perhaps not as 
many small manufacturers as there are small retailers, and it is prob- 
able more important to control at the manufactory level than at the 
retail level anyhow. 

Mr. Prresr. I think that we can all appreciate the problems that 
are presented to the small retailer, and even to the small manufacturers 
in keeping the records necessary and doing the bookkeeping work 
that is necessary under controls. 

Now, I believe that that is the first time that such a suggestion has 
come to me, that the small retailer be exempt. I have not had an 
opportunity to study it fully, as much as you have. It is certainly 
worthy of some study. 

I do not think that I have any more questions at this time, Mr. 
Chairman. 

Mr. Evins. Mr. Halleck? 

Mr. Hauueck. I will pass. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. I believe that you are with the General Shoe Corp. 

Mr, Jarman. Yes, sir. 

Mr. Curtis. And that is one of the largest shoe companies in the 
country; is it not? 

Mr. Jarman. Yes, sir. 

Mr. Curtis. And so really you have a big business, yourself. This 
suggestion you are making, you would be carrying the load, it is 
really to the benefit of small business and you are assuming the 
burden of something that would be beneficial to them, as I see it. 

Mr. Jarman. Well, I do not want to appear entirely too unselfish. 
Frankly, in our dealings with our customers, who in most cases are 
small-business people, where they are so mixed up in trying to figure 
out what their proper prices should be and what their reports should 
be—well, they cannot give proper attention to business, they cannot 
give attention to merchandising and promotion, and that situation 

think is detrimental to us, as well as to the customers. 

Mr. Priest. Would the gentleman from Missouri yield ? 

Mr. Curtis. Yes. 

Mr. Evrns. I feel impelled to say at this point, since the gentleman 
asked that question—I want to say for the record that this unselfish 
attitude on behalf of Mr. Jarman is characteristic of all of his business 
relationships with his dealers and employees and everyone else. I 
have known him for a matter of years, and I wanted to get that into the 
record. 

Mr. Jarman. Thank you. 

Mr. Curtis. I want just one matter cleared up. I think I am 
correct in this. When you said retailers that do not make more 
than $250,000 a year, you were not referring to any particular line; 
that is all business? 

Mr. Jarman. All business. 

aon Curtis. In other words, a store might handle other things than 
shoes. 
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Mr. Jarman. Surely. 

Mr. Curtis. And you did not mean a store that did a volume of 
$250,000 in shoes alone. 

Mr. Jarman. No; all the business. ' 

Mr. Curtis. And your mangoes of making these retailers exempt 
really has reference to—and I want to be sure that I am right—would 
have reference only to items which are not scarce. If you had scarce 
items that would not work, would it; or am I wrong? 

Mr. Jarman. Well, it probably would not work. 

Now, I do not know whether the controls are controls anyhow— 
they were not, in the last war, on the really seriously scarce items, 
and it is extremely difficult to keep up with all of the goods and with 
all of the small people. Even if they try to do the best they can, 
they cannot do it. For instance, in our company we have got one man 
and he spends most of his time trying to interpret these regulations. 
We have got a sufficient staff to do that, but a business doing $250,000 
a year may have seven or eight employees altogether, and they have 
rot to do the buying, they have got to do the window dressing, they 
rave got to do the selling, the bookkeeping, and everything else. 
don’t know how they do as well as they do. 

Mr. Curtis. Well, applying it specifically to your product, which is 
shoes, there is no shortage as far as you know and in the future there 
is no real prospect of shortage in shoes, is there? 

Mr. Jarman. That is correct. 

Mr. Curtis. So that certainly it would not be a problem in that 
particular field. 

Mr. Jarman. No. 

Mr. Curtis. Thank you. 

Pca Hauieckx. Mr. Chairman, I would like to inquire about one 
ing. 

This is not included in your statement, Mr. Jarman, but as I under- 
stand it OPS is getting ready to put on meat ceili Now, you were 
making shoes during the last war. What was the effect upon the 
supply when that situation prevailed; that is, when cattle were not 

ing into the normal channels of trade but going apparently into the 

lack market? Did that adversely affect the leather supply ? 

Mr. Jarman. Yes; I would say it did adversely affect the hide 
supply. Those hides eventually came through the processes, although 
they were delayed. But, where it was affected most of all, more than 
anywhere else, was when the hides were taken off by a butcher or a per- 
son who was not used to taking off the hides; in the first place, he does 
not know how to do it without hurting the quality of the hide. In- 
cidentally, he does not know how to get the slaughter cuts. 

So, first, the hide is not properly taken off, because he does not know 
how to do it without damaging it. Then, in the second pay ry hide 
is not properly cured, salted, or dried, or whatever it is, so that there 


may be some rotten spots in it and the quality of the hide is very seri- 
ously affected, coming through those round-about channels from hide 
collectors and dealers throughout the country. 
So, I would say it would hurt the geeky, pecenew the hides. 
0 


Mr. Curtis. I have a further question. u make specialty shoes, 


women’s shoes ? 
Mr. Jarman. We make all kinds of shoes, men’s, women’s, chil- 


dren’s, work shoes. 
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Mr. Curtis. Our shoe people in St. Louis, where I am from, have 
had a bad problem on the pricing of specialty shoes in particular. 
Have you had a similar problem here? 

Mr. Jarman. Yes; I would say we have got problems of pricing 
shoes, all the way around, but I would not say that it is a worse 
problem on specialty types than on others. I think it is inevitable 
in a price-control set-up. You are going to have, particularly in the 
beginning, very serious problems, and we have got them now, and 
there is a lot of confusion, particularly according to Mr. Jamison, but 1 
don’t know—that probably goes along with price control. 

Mr. Evrys. Do you have any questions, Mr. Dalmas? 

Mr. Datmas. No. 

Mr. Evins. Dr. Stockton ? 


Mr. Stockton. No, sir. _ 
Mr. Evins. Mr. McCormick, I wonder if you have any statement to 


make with respect to the price freeze on retail outlets, following up 
Mr. Jarman’s testimony. 

Mr. Leo McCormick. Yes, Mr. Chairman, I have. The regulations 
after they are written may, of course, cover these retail outlets that 
you speak of here. I might cite the new retail-food regulation being 
signed this afternoon, covering about 60 percent of dry groceries. Te 
is not exempting the small retailer but it is using a special pricing 
formula, much simpler and much more pliable for a retailer doing 
business of $250,000 or less. It shows the tendency or thinking of our 
office, my recognition of the problem. We are familiar with that; 
we have had experience in the last war with it. 

One other thing, Mr. Chairman, that I would like to point out 
for the record. In early January there was issued to the very first 
employee of the Office of Price Stabilization and to everyone since, a 
very simple manual entitled “Price Specialist Information Pamphlet,” 
which is a guide to people in our own shop, how to adapt themselves 
and how to operate—speaking of our inspectors, and so forth. 

Now, as a pattern, as a guide, on the face of the pamphlet: 

A people’s desire to cooperate with the enforcement of a statute is in direct 
proportion to the respect for individual rights shown in the enforcement process. 
Liberty is too priceless to be forfeited through the zeal of an administrative 
agent. 

I would like to place this pamphlet in the record. 

Mr. Evins. It may be inserted in the record. 

(The pamphlet referred to is as follows :) 


EconoMic STABILIZATION AGENCY 


WASHINGTON, D. C. 


PRICE SPECIALIST INFORMATION PAMPHLET * 


“A people’s desire to cooperate with the enforcement of a statute is 
in direct proportion to the respect for individual rights shown in the 
enforcement process, Liberty is too priceless to be forfeited through the 
zeal of an administrative agent.”"—Justice Frank Murphy. 


INTRODFCTION 


This pamphlet is issued as a general explanation of the necessity and au- 
thority for the stabilization of prices. It moreover attempts to present a gen- 


1 This manual issued to every first employees and in all offices ever since. 
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eral picture of the proposed organization of the Office of Price Stabilization 
and to give you a general idea as to how you, as a business specialist in a 
field office, will function. It must be realized that we are in the early stages of 
this program and that with changing conditions and as circumstances war- 
rant, changes and additions will be made in the program. Of necessity, the work 
of this organization cannot be static. 


THE PROBLEM-—INFLATION 


The danger faced by the Nation which you, as one of the many price specialists, 
will be engaged in combating is succinctly set forth in the statement of con- 
siderations of Ceiling Price Regulation No. 1, as follows: 

“The menace of inflation.—Prior to the outbreak in Korea, the American 
economy was operating on a relatively stable basis. The outbreak in Korea 
created an inflationary climate. The need to embark on a vastly increased de- 
fense program generated fears of general shortages and led to a heavy buying 
wave by both consumers and business. Under the pressure of these factors, 
the country has been beset by a continuing spiral in prices and wages. Well in 
advance of the actual large-scale impact of the expanded defense program, the 
usual phenomena of inflation have appeared: the scramble for goods, the rise 
in prices, the increase in profits, wages, and other incomes, a growing gap be- 
tween the available supply of goods and the level of demand, and further waves 
of price and wage increases. Following the large-scale Chinese intervention, 
price increases have begun to accelerate. Moreover, the expanded defense pro- 
gram is now getting into high gear, thus generating new inflationary pres- 
sures. 

“The outlook for the next several years foreshadows a high degree of inflation- 
ary pressure. The Federal budget will be expanded rapidly. The disposable 
income of the public, already at an all-time high, will increase rapidly as hours 
of work are lengthened and the labor force is expanded. Shifting many bil- 
lions of dollars of resources to defense production will mean taking them largely 
from civilian uses, particularly in the durable goods area. 

“We are thus faced with the probability that we cannot expand the over-all 
supply of consumer goods for the next few years and, indeed, in many important 
areas must substantially reduce their supply. At the same time, income in 
the hands of the public will continue to grow. Thus, the situation will be one 
of a growing gap between the supply of consumer goods and the demand for - 
such goods. This spells increasing inflationary pressure. 

“To permit this upward spiral to continue would create havoc on the economic 
front. At atime when we are mobilizing our military strength against the threat 
of foreign aggression, we cannot afford to let the strength of our home front 
be sapped by the danger of inflation from within. Inflation in its way is as 
deadly a threat as the threat of foreign aggression. It is a threat to our free- 
enterprise system. Inflation destroys the value of savings and undermines the 
incentive to save. It creates a mad scramble for goods. It causes a fiercely 
competitive race between priecs and wages in which millions of people are the 
losers becuuse their incomes do not keep pace with rising prices. It foments 
social and class strife and labor unrest. It adds hugely to the cost of the 
defense program and to the tax burden. 

All members of the staff of the Office of Price Stabilization, from the national 
office through the regional offices and including the district offices, have a vital 
part to play in the patriotic effort to keep strong and protect the economy of 
our country. 

LEGISLATION 


In recognition of the dangers of inflation, Congress, by the Defense Production 
Act of 1950, provided in title IV of the act for the stabilization of prices and 
wages. 

The intent of Congress in providing for such stabilization was stated by Di- 
rector of Price Stabilization DiSalle to be tenfold as follows: 

“1. To prevent inflation and preserve the value of the national currency. 

“2. To assure that defense appropriations are not dissipated by excessive 
costs and prices. 

“3. To stabilize the costs of living for workers and other consumers. : 

“4. To stabilize the cost of production for farmers and businessmen. 

“5. To eliminate and prevent profiteering, hoarding, manipulation, speculation, 
and other disruptive practices resulting from abnormal market conditions or 


scarcities., 
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“6. To protect consumers, wage earners, investors, and persons with relatively 
fixed or limited incomes from undue impairment of their living standards. 

“7. To prevent economic disturbances, labor disputes, interference with the 
effective mobilization of national resources, and impairment of national unity 
and morale. 

“8. To assist in maintaining a reasonable balance between purchasing power 
and the supply of consumer goods and services. 

“9. To protect the national economy against future loss of needed purchasing 
power by the present dissipation of individual savings. 

“10. To prevent a future collapse of values.” 

Inasmuch as your work will be primarily in the price field, it will not be 
necessary in this pamphlet to consider wage stabilization. 

With respect to prices, the act summarized in part as follows: 

Voluntary stabilization.—Authorization is granted the President to promote 
voluntary action to stabilize prices by business, agriculture, labor, and consumers. 

Establishment of ceiling prices.—To the extent that the desired objectives can- 
not be attained by such voluntary action, the act authorizes the President under 
certain conditions to issue regulations establishing ceiling prices for certain 
materials and services. Such action is authorized either with respect to indi- 
vidual materials and services or to materials and services generally. To estab- 
lish a ceiling price with respect to an individual material or service, certain 
findings of fact must be made by the President, including specifically a finding that 
the price of the materials or service has risen or threatens to rise unreasonably 
above the price prevailing during the period from May 24 to June 24, 1950. 

Exclusions from regulation.—The act specifically excludes from regulation 
certain services and materials, including among others, rates or fees charged for 
professional services. 

Imposition of price ceilings generally—The act further provides that when- 
ever ceilings or prices have been imposed with respect to materials and services 
comprising a substantial part of all sales at retail and materially affecting the 
cost of living, the President shall impose ceilings on prices and services generally 
in addition to stabilizing wages generally. 

Filing of protests.—A method is provided in the act for the filing of protests 
by any person subject to any provision of any regulation or order. Such protest 
must be filed within 6 months after the effective date of any regulation or order, 
or in the case of new grounds, within 6 months after such new grounds arise. 
Such protest shall, upon request of the protestant, before denial in whole or in 
part, be considered by a board of review. Where the protest is denied in whole 
or in part, the protestant may, within 30 days after such denial, file a com- 
plaint with the Emergency Court of Appeals. That court may, where the com- 
plainant establishes to the satisfaction of the court that the regulation or order 
is not in accordance with law or is arbitrary or capricious, enjoin or set aside 
such regulation or order in whole or in part. 

Juirisdiction of courts to consider validity of price-controled regulations.—The 
Emergency Court of Appeals and the Supreme Court of the United States, when 
reviewing judgments and orders of the Emergency Court of Appeals, are the 
only courts which have jurisdiction or power to determine the validity of any 
regulation or order relating to price controls. Moreover, no other court may 
restrain or enjoin any provision of any such regulation or order, or the enforce- 
ment of any such provision. 

Penalties for violations.—Whenever it appears that any person has violated or 
is about to violate the provisions of any price regulation or order: 

(a) Application may be made to the appropriate court for an order enjoining 
such violation. 

(b) Where the violation is willful, the offender is guilty of a misdemeanor and 
subject to a fine of not more than $10,000, or to imprisonment. for not more than 
1 year, or both. 

(ec) A buyer for use or consumption other than in the course of trade or 
business may, in the event of an overcharge, recover civil damages which may 
in certain cases amount to as much as three times the overcharge in addition 
to court costs and attorneys’ fees. Where, however, the defendant proves 
that the violation was neither willful nor the result of failure to take practicable 
precautions against the occurrence of the violation, the dxmages may never 
exceed the actual amount of the overcharge. 

An action may be instituted on behalf of the United States within a 1-year 
period, where the overcharged buyer does not bring action within 30 days from 
the date of the violation, or where the buyer is for any reason not entitled to 
bring the action. 
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It will be noted that the above is merely a brief generalization of some of the 
provisions of the act which might be of interest to you. In the event it is 
necessary to rely on the specific provisions of the act, you should consult an 
attorney in your office. 


CREATION OF ECONOMIC STABILIZATION AGENCY 


Pursuant to the authority vested in the President by the Constitution and 
statutes, including the Defense Production Act of 1950, the President issued 
Executive Order 10161 on September 9, 1950. Such Executive order provided 
in part as follows: 

“PART IV. ECONOMIC STABILIZATION 


“Sec. 401. (a) There is hereby created a new and independent agency to be 
known as the Economic Stabilization Agency, hereafter in this part referred to 
as the Agency. There shall be at the head of the Agency an Economic Stabiliza- 
tor, hereafter in this part referred to as the Administrator, who shall be ap- 
pointed by the President by and with the advice and consent of the Senate. 

“(b) The Administrator shall seek to preserve and maintain the stabilization 
of the economy. ‘To this end he shall: 

“(1) Plan and develop both short- and long-range price and wage stabili- 
zation policies and measures and create the necessary organization for their 
administration. 

*(2) Inform the public, agriculture, industry, and labor concerning the 
need for stabilization and encourage and promote voluntary action to this 
end. 

“(3) Consult and advise with the Government officials responsible for 
procurement, production, manpower, and rent control, and for fiscal, credit, 
and monetary policies, concerning measures within their jurisdiction which 
will assist stabilization. 

“(4) Establish price ceilings and stabilize wages and salaries where 
necessary. 

“(c) The functions conferred upon the President by title IV of the Defense 
Production Act of 1950 are hereby delegated to the Administrator. 

“Sec. 402. There shall be in the Agency a Director of Price Stabilization, who 
shall be appointed by the President by and with the advice and consent of the 
Senate, and who shall perform such functions with respect to price stabilization 
as may be determined by the Administrator.” 


REGIONAL OFFICES 


Thirteen regional offices are to be established as follows: 








Region | ; States 





Maine, New Hampshire, Vermont, Massachusetts, Connecticut, 
Rhode Island. 

New York New York, New a 

Philadelphia. - Pennsylvania, Dela 

Richmond we Virginia, West Virginia, North Carolina, District of Co- 


Atlanta Tenn easee, Ditocientyet Alabama, Georgia, South Carolina, Florida. 
Cleveland__ basenatal Kentucky: 0 ichigan. 
Chicago. ____......._| Indiana, Tilinois, Wiseonsin. 
Minneapolis. iabines vine South Dak ota, North Dakota, Montana. 
Kansas City, Mo. Missouri, Kansas, lowa, Nebraska. 
Dallas Texas, Oklahoma Arkansas, Louisiana. 
Colorado, Wyoming, Utah, New Mexico. 
.| California, Nevada, Arizona. 
Washington, Oregon, Idaho. 


CSeseoo #268~05 — 











VOLUNTARY PRICING STANDARDS—GPR-21 


Under date of December 19, 1950, the Economic Stabilization Agency an- 
nounced pricing standards for business and industry and requested Nation-wide 
compliance to avoid the necessity for further mandatory price control. ~ 

“ESA announced that any price increases after December 1, 1950, which are 
in excess of those that would be permissible under the following standards will 
be regarded as subject to action by the Agency at the earliest feasible time. 
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“1, Prices may not be increased by any manufacturer or industrial producer 
whose net dollar profits before taxes are equal to or in excess of its average net 
dollar profits before taxes in the period 1946-49, except as provided in the follow- 
ing standard. 

“2. As to an individual material or service sold by a company whose net 
over-all profits are running above the general earning standard as set out above, 
the price of such particular product or service may not be increased if it is 

sold at a profit. In case of a particular material or service which is not 
profitable, the price may be increased but in no case by more than (a) the 
amount necessary to make it profitable, or (b) the amount of the increase since 
June 24, 1950, in the cost of direct wages and materials going into this product, 
whichever is lower. 

“3. As applied to the distribution trade (wholesale and retail), gross margins 
may not be increased aboye the June 1950 level if net dollar profits before taxes 
of the distributor are equal to or in excess of average net dollar profits before 
taxes of the distributor in the period 1946—49. 

“4. Distributors may not increase their prices on the basis of increases in 
replacement costs or market costs. Margins may be added only to inventory 
cost actually paid. 

“In applying the above standards, producers and processors should maintain 
the same proportionate production of lower priced items as in the pre-Korean 
period. 

“In determining whether a price increase is permissible under the above stand- 
ards, sellers must base their determination only upon actual experience. It is 
not permissible, under the standards, to raise any price on the basis of a forecast 
of conditions that may prevail at some later date or of costs which are estimated 
without experience. 

“The Agency served notice upon all sellers affected by the standards that any 
official price action hereafter taken will make use of a base period ending not 
later than December 1, 1950, and that no seller will derive any advantage under 
the regulations from price increases after that date. Prices of certain basic 
materials which were increased during the period between June 24 and Decem- 
ber 1, 1950, will be subject to reduction, in accordance with these standards, 
where that is necessary to make possible the maintenance of December 1 price 
levels at later stages of manufacture. 

“In announcing the new standards, the Agency appealed to all sellers affected 
to adjust their prices in compliance with them in order to avoid the necessity of 
Government action.” 

Nore.—The above pricing standards do not constitute a mandatory ceiling, 
but are standards to which sellers are asked to adhere voluntarily. In the 
statement that price increases in excess of the standards specified would be 
regarded as subject to action by the Agency, the action referred to is investiga- 
tion, consultation, and possible issuance of a legal ceiling. 


CEILING PRICE REGULATION 1-—-NEW PASSENGER AUTOMOBILES 


Ceiling Price Regulation 1, issued December 18, 1950, is the only mandatory 
ceiling imposed as of the date of the issuance of this pamphlet. 

This regulation establishes as a ceiling price for the sale or delivery of a new 
automobile by a manufacturer, the net price (f. 0. b. factory) charged by the 
manufacturer to the same class of purchaser on December 1, 1950, for the same 
make and model. In the event the manufacturer has brought out a new line since 
December 1, 1950, the ceiling will be the net price (f. o. b. factory) charged by 
the manufacturer to the same class of purchaser on that date for the counterpart 
model in the previous line. A model is deemed a “counterpart” of a new model 
if it is replaced in the manufacturer’s line by the new model. 

The regulation ends on March 1, 1951, unless it is extended prior to that date. 


THE RULE OF LAW 


The Defense Production Act of 1950 is the basie source from which authority 
flows to the Economic Stabilization Agency to establish ceiling prices. The act 
sets up the standards to which any ceiling prices established by this Agency must 
conform. It must be clearly understood by everyone that there is no authority 
by this Agency or anyone in this Agency to fix ceiling prices on any commodity 
or services except in conformity with the standards set forth in the Defense 
portant part to play in administering the price-control program, and a sympa- 





148 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


thetic understanding of the problems of each other is most desirable. The busi- 
ness specialist, the attorney, and, when needed, the economist should work to- 
gether as a team. 


BUSINESS SPECIALIST, LAWYER, AND ECONOMIST 


Although the business specialist will learn to perform most of his duties alone, 
there will be many occasions when he will be working in conjunction with the 
attorneys in his office and perhaps with an economist. Each one has an im- 
portant part to play in administering the price-control program, and a sympa- 
thetic understanding of the problems of each other is most desirable. The 
business specialist, the attorney, and, when needed, the economist should work 
together as a team. 

The attorneys in your office are there to advise as to legal matters. As the 
program develops they will most likely be delegated authority to issue official 
interpretations and prepare orders adjusting prices. Remember, this is a govern- 
ment of law and this Agency and its staff can only act in compliance with law. 
_Always, when a business specialist is in doubt he should consult with the attor- 
neys in the office. It will not only save him many mistakes but it will most likely 
add to his knowledge and understanding of the work in which he is engaged. 

In the early stages of the program the economists will be concentrated in the 
national office and probably in the regional offices. As the program develops, 
in the interests of expedition and decentralization, authority may be delegated 
to the regional offices and also to the district offices to make individual or group 
adjustments in ceiling prices. If this occurs, an economist will be placed in the 
field office. One of the duties of the economist will be to determine what data and 
figures should be required in order to have the material necessary’ for this 
adjustment work. The business specialist could be of assistance in this. The 
economist then will have the duty of analyzing the data and figures to determine 
whether or not the necessary economic justification is present for establishing 
new ceiling prices. The business specialist can be of assistance in assembling 
the data for this analysis as well as giving the economist the benefit of his busi- 
ness knowledge. If an order is to be issued either granting or denying an ad- 
justment it will be the duty of the attorney to prepare the necessary order. It 
can be seen that in this work all three, business specialist, economist, and at- 
torney, will be working with each other. 

Most, if not all, of the regulations and orders fixing ceiling prices or stating 
how ceiling prices are to be determined will be issued by the national office, 
particularly in the early stages of the price-control program. 


CEILING PRICE REGULATIONS 


Ceiling prices will be established by what are known as ceiling price regula- 
tions. It is suggested that the new specialist immediately obtain in his office 
a copy of Ceiling Price Regulation No. 1, referred to above, which sets manu- 
facturer’s ceiling prices on the sale of new passenger automobiles. This will 
give the specialist, in a general way, an idea of how a ceiling price regulation 
will look. It will be noted that there is a statement of considerations. It is 
required by law that when a regulation is issued that the considerations which 
were involved in its issuance should be stated. This statement may include 
economic data and other facts which caused the particular regulation to be is- 
sued establishing the particular ceiling prices. It is, in effect, a statement 
giving the justification for the particular ceiling price regulation. It gives a 
measure of protection against arbitrary action by the Agency. The specialist 
should read the statement of considerations that accompany price regulations 
in which he is interested. It will give him background knowledge and aid his 
understanding of the particular regulation. 

After the statement of considerations comes the actual regulation itself. 
The specialist will not that it is divided into sections. For quick reference there 
is a table of contents of the sections at the foot of the statement of considerations. 
Section 311.1 tells him ot what sellers the regulation is applicable. This par- 
ticular regulation applies to manufacturers. Other regulations may be issued 
which will apply to different levels of distribution, such as wholesalers or 
retailers. Regulations may be issued which, in one regulation, will establish 
ceiling prices for all vendors, manufacturers, wholesalers, and retailers of a par- 
ticular commodity or commodities. Thus, a particular ceiling price regulation 
may be applicable to all levels of distribution or it may be applicable to only 
certain levels of distribution. 
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Section 311.2 gives the definitions of terms used in this particular regula- 
tion. It is always most important to read the definitions. 

Section 311.3 prohibits the manufacturers on and after a certain date from sell- 
ing at a price higher than the ceiling prices established by the regulation. This 
tells when ceiling prices on the commodity start. 

Section 311.4 tells how the seller covered by this particular regulation estab- 
lishes his ceiling price. It will be noted that the method used is what is known 
as the freeze method; that is, the ceiling price of the manufacturer’s automo- 
bile is determined by what its price (or that of its counterpart model in the 
1950 line) was at a certain period or time, in this particular case, December 1, 
1950. 

As other regulations are issued it is probable that in some of them methods 
other than the freeze method of establishing ceiling prices will be used. For 
example, the formula method may be used. A simple formula method would be 
the cost to the seller plus a certain percentage mark-up. Another possible 
method of establishing a ceiling price could be the dollars-and-cents method. If 
this method is used, the ceiling price regulation simply states that the ceiling 
price of a specific article is, for example, $9.95. The dollars-and-cents method 
is probably easiest to understand and simplest to administer when it is in a 
regulation. 

Section 311.5 states that less than ceiling prices may be charged. 

Section 311.6 is the evasion provision. 

Section 511.7 provides the reportirg, invoicing, and record-keeping require- 
ments. 

Section 311.8 provides for petitions to amend the regulation in accordance 
with Price Procedural Regulation 1. 

Whenever a new regulation is issued in which the business specialist is inter- 
ested, it is desirable, if possible, that he discuss it with the attorney in his 
office. 

From time to time, the specialist may have a seller tell him that the 
ceiling price as ot this particular seller is too low, that he is losing money 
on the item, etc. He inquires as to what he may do to get relief. When and 
how sellers may go about getting relief is provided for in Price Procedural Reg- 
ulation 1. When this situation arises refer him to the attorney in the office. 


INTERPRETATIONS 


It is inevitable that regulations from time to time need interpretation. Ques- 
tions arise as to the meaning and effect of the words used in a regulation. Do 
certain words mean this, or do they mean that? Provision is made for the issu- 
ance of official interpretations by subpart F of Price Procedural Regulation 1. 
At the present time official interpretations can only be issued by the Admin- 
istrator of the Economic Stabilization Agency. It is possible, as the program 
develops, that authority to issue official interpretations under certain circum- 
stances may be delegated to the regional and district offices. 

In a program that intimately affects the whole economy of the Nation, 
as does the stabilizing of prices, it is necessary that there be uniformity of 
interpretation. It can be readily understood that if an interpretation of a reg- 
ulation in one locality is more favorable to sellers there than an interpretation 
of a similar provision is to sellers in another locality, that commodities, particu- 
larly if scarce, would flow to and be sold in the locality of the more favorable 
interpretation. This could end in depriving sellers and buyers in the less favor- 
able locality of the commodity. Also, it could easily result in the Agency being 
charged with discriminatory conduct. Official interpretations will be issued 
as promptly as possible. However, it is inevitable in an operation as vast as 
the price stabilization program that at times there will be some delay. This de- 
lay, when it occurs, may test the patience of the business specialist and in- 
terested persons. However, this is a price that has to be paid for the necessary 
uniformity, and he should try to understand the situation. On all mattters of 
ee the business specialist should consult with the attorney in the 
omce, 


INFORMATION 


The business specialist will be constantly supplied with printed material nec- 
essary for his information. This material will flow in from the national and 
regional offices. It is important that the business specialist read this material 
so that he may keep abreast of what is going on in his field. 





150 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


An essential tool available to the regional offices is price data correctly col- 
lected, and facilities are being made available to obtain specific price data not 
usually obtained through present collection channels. 

The Bureau of Labor Statistics will make available to the regional offices the 
price data which they currently collect. This material can be summarized as 
follows: 

1. Consumers’ Price Index.—Formerly known as the Cost of Living Index, the 
CPI reflects changes in prices of goods and services commonly bought by mod- 
erate-income families in large cities. Prices are collegted monthly for about 
200 items, including foods, apparel, housefurnishings, fuels, rents, miscellaneous 
goods, and services. The index covers 56 cities for foods and 34 cities for other 
goods and services, and is published for each city and for all cities combined. 
It is available between the 20th and 25th of the month following the month 
covered. % 

2. Daily Spot Market Price Index.—Prices for this index are collected and 
published daily for each of 28 highly sensitive commodities sold on spot markets. 

3. Monthiy Wholesale Price Index.—Prices and indexes are published monthly 
for approximately 900 commodities classified into 10 major groups and 49 sub- 
groups. These prices are combined in the calculation of the Monthly Wholesale 
Price Index which indicates price trends and average changes in commodity 
prices at primary market levels. 

The Monthly Wholesale Price Index is not published until the end of the month 
following its coverage ; however, the BLS publishes each Friday a Weekly Whole- 
sale Price Index developed from approximately 200 commodities to serve as a 
counterpart of the monthly index. . 

All of the BLS infermation can be obtained through the five regional BLS 
offices (Boston, New York, St. Louis, Chicago, and San Francisco). Plans are 
being made to have attached to each of the ESA 13 regional offices BLS per- 
sonnel to provide the offices with such information, and to be available to con- 
duet price studies and make price analyses for the regional and national offices 
as required. 


RELATIONS WITH THE PRESS 


All relations with the press, radio, television, etc., are to be handled by the 
information officer in the office. The business specialist has no authority to make 
statements to the press, radio, and television except as advised by the informa- 
tion officer. This is important to remember. 


CONFIDENTIAL INFORMATION 


A great deal of information and knowledge which a business specialist may 
acquire in the course of his duties is of a nature that is confidential and it must 
not be divulged. It is his duty under the law not to disclose this information. 
Consult the attorney in the office about this matter. 


LOCAL PRICE OFFICES 


It is possible as the stabilization program develops that it will be necessary 
and desirable to establish local price offices. Some of the functions of these 
offices will be to help disseminate information and to assist in obtaining com- 
pliance with the various ceiling-price regulations. These offices, if they come 
into being at all, will probably not be established until the ceiling-price regulations 
are considérably simplified, as when they have dollars-and-cents ceilings for 
commodities and services set out in the regulations. The offices would probably 
only function at the retail to consumer level. If such offices should be estab- 
lished, it will be one of the duties of the business specialist to aid and advise the 
personnel of the office. 


RELATION OF BUSINESS SPECIALIST TO BUSINESSMEN AND THE PUBLIC 


The business specialist is in his position because he has special knowledge about 
the commodities or services to which he has been assigned. To the extent that 
such knowledge is lacking, he is placed in a position to acquire it. Businessmen 
who are selling commodities or services subject to ceiling-price regulatiens in 
the specialist’s field, will be constantly inquiring for information. It will be 
one of the specialist's duties to supply these men, as far as possible, with proper 
information. The specialist should see that interested persons get applicable 
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copies of pertinent regulations and such other material as may be made available 
for distribution. The specialist should assist sellers in keeping informed and 
in keeping in compliance with the regulations. To a large extent the specialist 
will be the man in the office to whom sellers will bring their problems. From time 
to time the specialist may be requested to meet with certain groups to advise them 
of new developments. One thing must be thoroughly borne in mind, the business 
a is not authorized to make any commitments on behalf of this Agency. 

It should also be borne in mind that he is not authorized to interpret the regu- 
lations. If questions of interpretation arise, the matter should be referred to the 
attorney in the office. If the specialist does not know the answer to a ques- 
tion, and there undoubtedly will be times when he will not, he should advise 
his inquirer that he will attempt to obtain the answer as promptly as possible 

Before seeking to obtain the answer, however, the specialist should be sure he 
has the problem or question raised clearly in his own mind. The business spe- 
cialist must always remember that the operation of this agency must be done 
in accordance with law and regulations and he should never give “off the cuff” 
opinions. 

NATIONAL, REGIONAL, AND DISTRICT OFFICES 


The district offices are under the supervision of the regional office and the 
regional offices are under the supervision of the national office. Unless other- 
wise authorized, the district office should channel all communications through its 
regional office. The regional office will reply to the communication or, if neces- 
sary, relay it to the national office. When problems arise that must be referred 
to a higher office the business specialist in the district office should communicate 
with the appropriate business specialist in the regional office. For example, if 
the business specialist in the district office is a meat specialist and he has any 
questions or problems whicli must be answered by a higher office, he will 
communicate with the meat specialist in the regional office. This is necessary 
to the orderly administration of this agency. 


INSTRUCTION 


It is planned to have some member of the staff in each office, perhaps the at- 
torney, available to all new members of the staff, including clerical members, 
to give an informal explanation of the general purpose and operation of this 
agency. Also to instruct the new member on how to use the various regulations 
and other printed matter which is available for the work to be done. A new 
member should inquire as to who this person in the office is and then make 
arrangements to get together with him at the earliest convenient time. A little 
education given to the new member as he embarks on his duties in the office will 
not only make the new member more competent, but it will also make his work 
more understandable and more interesting. 


Significant dates with reference to price control 





Department or agency Action 








Congress, President = neue approved the Defense Production 
ct of 1950. 

President The President signed Executive Order 10161 
establishing an Economic Stabilization Agenc 
in which there shall be a Director of Price Stabi- 
lization and a Wage Stabilization Board. The 
ESA will be headed by an Administrator. 

The President signed EO 10160 requiring businesses 
to preserve records of prices, labor, material, 
acquisition, and other costs for period from May 
24, 1950 to June 24, 1950, inclusive, in order to 
wov oe 4 ropriate basis for action under title 

V of the fense Production Act of 1950. 

President Truman announced the appointment of 
Alan Valentine former president of the University 
of Rochester, as Administrator of Economic 
Stabilization. 

President Truman appointed Mayor Michael V. 
DiSalle of Toledo, Ohio, to be Director of Price 
Stabilization. 

The President signed Executive Order No. 10193 
providing for the conduct of the mobilization 
effort of the Government and named Charles E. 
Wilson as Director of the Office of Defense 
Mobilization. 

The President issued a oe (2914) pro- 
claiming the existence of a national emergency. 








86267—51—>pt. 
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Significant dates with reference to price control—Continued 





Date Department of agency Action 





Economic Stabilization | PR-0-1: The Economic Stabilization Agency or- 

dered the manufacturer's price on new passenger 

automobiles frozen until Mar. 1, 1951, at the level 
on Dee. 1, 1950. 


Regulat 
GPR-21: The Economic Stabilization Agency 
announced pricing standards for business and 
neers eee Nation-wide compliance to 
avoid the necessity of further mandatory price 


controls. 

GPR-30: The ESA issued a list of questions and 
answers nteroreting, a wy of the Voluntary 
Pricing Standards (GP R-21) given business and 
industry last week. 

GPR-36: Mr. DiSalle explained that the voluntary 
standards of GPR-21 apply to processors and 
distributors of commodities and to 
distributors of commodities produced from agri- 
cultural commodities. 











Mr. Evins. Mr. McCormick, do you feel that the great burden of 
enforcement, if there is to be enforcement on the retail level, is to be 
brought about by the patriotic retail merchants themselves ¢ 

_ Mr. McCormick. We really have to look for that cooperation ; yes, 
sir. 

Mr. Evrns. Mr. Jarman, do you have any further comments ¢ 

Mr. Jarman. Well, I might say this, Mr. Chairman. If they do 
not plan to enforce it on small retailers, why put them to all of the 
trouble to have to read all of those orders an d what they are sup- 
posed to adhere to? 

Mr. Evins. You have presented a problem and, as Mr. Priest has 
pointed out, it is worthy of much consideration. We certainly ap- 
preciate your testimony. 

Mr. Jarman. Thank you. 

Mr. Evins. Our next witness is Mr. Rose. 


STATEMENT OF JOHN L. ROSE, PRESIDENT, NASHVILLE CHAPTER, 
NATIONAL ELECTRICAL CONTRACTORS ASSOCIATION, NASH- 
VILLE, TENN. 


Mr. Rose. Mr. Chairman, members of the committee and guests, 
my name is John L. Rose and [ appear before you this morning as 
the representative of the electrical contractors in this area—more spe- 
cifically, as spokesman for the local membership of the National 
Electrical Contractors Association, a trade association with over 3,000 
members scattered throughout every State of the Union. Despite a 
Nation-wide organization and the fact that our group represents 
the largest segment of electrical contractors in the country, I assure 
you that we are an industry of small business concerns. This is at- 
tested by the following summary from over 9,000 electrical contracting 
firms, showing the total number of employees and number of journey- 
men electricians employed per shop—I will submit those figures for 
the record. 

Mr. Evins. It may be inserted. 
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(The figures referred to are as follows :) 





Number of men per shop 

















DeceMBER 31, 1950. 


Mr. Rose. Of this number, a total of 7,400 employed less than 10 
men per shop. There was a total of 1,452 employing from 11 to 30 
men per shop. There were 265 contractors employing 31 to 50 men per 
shop; 149 contractors employing between 51 and 100 per shop. There 
was a total of 61 contracting firms employing over 100 men per shop. 

We of the electrical branch of the mechanical specialty con- 
tracting industries, appreciate an opportunity to place before you 
information concerning the serious problems, which threaten the very 
existence of many electrical contractors as a result of conditions 
brought about by the national defense program. Together, these 
thousands of small-business enterprises contribute a substantial part 
of modern building, whether it be used for normal civilian pursuits or 
for the defense of our country. 

Our industry, like every other line of business, is finding it increas- 
ingly difficult to obtain scarce materials, such as copper and aluminum. 
The simple fact in 95 percent of the complaints about NPA orders, we 
feel, is that the intent of the orders is to do precisely what they are 
doing—making it difficult for everyone not in essential defense work 
to obtain scarce materials. Defense preparations must come first. 
We recognize this as our collective contribution to the war effort. 
The recent promulgation of NPA—regulation No. 4, providing for 
use of a DO-97 pny rating as a means of obtaininw Vinod quan- 
tities of critical materials for maintenance, repairs, operating sup- 
plies, and minor capital additions, will be particularly helpful to the 
smaller electrical contractors. It will enable them to get enough 
“bread and butter business to help tide them over the next 12-to-18- 
month period of business starvation. The situation as to prices 
ee for materials in the electrical-contracting business is, to put it 

luntly, chaotic. There is for all practical wy no such thing 
as a firm quotation—and we find prices steadily climbing. 

Every quotation contains an escalator clause, that the price to be 
billed is that at the time the shipment is made. 

Because of the present unsettled price situation, every construction 
estimate must, perforce, make a substantial allowance for contin- 
gencies to protect the contractor against rising prices. It is our 
sincere hope and recommendation that the Office of Price Stabilization 
will, in the near future, be able to achieve some sort of a stable price 
situation. 
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Maximum production with rigorous economy in manpower, mate- 
rial and capital is imperative if our country is to meet today’s chal- 
lenges successfully. Our industry, during and since World War I, 
has expanded its capacity to produce by three or four times; our 
technical and supervisory staffs have broad experience. Our mem- 
~ bers employ only skilled craftsmen in their organizations. They have, 
through experience and use of new tools and equipment, increased 
productivity. We have eflicient, capable management well versed in 
the latest construction techniques. In summary, we are fully nre- 
pared, and stand ready, to do our part in the present defense effort, 
if we are allowed an opportunity to do so. 

The greatest problem facing the electrical contracting business 
today—particularly in the present defense emergency—is the main- 
tenance of our business as a separate, distinct industry. Our first 
reqnest, or suggestion, to you, the members of the congressional Small 
Business Committee, is that on all defense work full use be made of 
existing mechanical specialty contracting organizations having the 
tools, equipment, technical, and supervisory staffs who are now pre- 
pared to do the job, instead of allowing them to stand idle while inex- 
perienced and ineflicient high-cost organizations are developed. A 
case in point which has forcibly come to attention in this general area 
is the Paducah Atomic Energy Commission project, which has been 


let for construction under general contract to the MeGraw Construc- 
tion Co., of Chicago, Connecticut, and other points north, east, south, 
and west, for a total of $380,000,000. 

It seems to us that somewhere along the line big business has got the 
ear of somebody having to do with the letting of contracts on that 


roject. 

F Our association has contacted the general contractor on the Paducah 
project, who has indicated an intention to do work which normally 
1s subcontracted. This is further confirmed by the individual experi- 
ences of a contractor here in Nashville, who, after repeated efforts and 
weeks of being given the run-around, was finally told that it would 
be better for him to concentrate efforts in other fields, as it was their 
intention to do substantially all of the work on the project with their 
own organization. 

I might interject at this point, apart from my prepared statement, 
this one observation : 

We have members in our association who have done work on the 
Oak Ridge project, and that is a much larger project than the Paducah 
project, ad they have done it well; but in this particular instance this 
contractor intends to do, as we understand it, every bit of the work 
on the project, this $380,000,000 project, for which it is reported that 
he is to receive a fee of $1,000,000. Now, that same condition pre- 
vails, according to information which has come to me, on the west 
coast, where we have another case of these super-super-contractors who 
have refused to subcontract any of the work. I do not have the name 
of the project right at my fingertips, but I will be glad to give it to 
you later, the name of that project. 

There has been an increase in activity by some general contractors— 
big business, if you | posaar sell defense contracting agencies and 
officers on a policy of requiring the general contractor to do all of the 
work with his own forces. In other words, to bypass the specialty 
contractors with existing manpower and staff organization, who will 
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be forced to the wall unless they are able to obtain a fair share of the 
defense work. Contrary to most predictions, building construction 
activity has set a new high for the first quarter of 1951. Government 
economists predict it will be at record-breaking levels for the first half 
of the year—a prediction which is shared by the members of our asso- 
ciation. It is probable, however, that the eal 6 months of 1951 will 
witness a very sharp drop in construction activities, especially in the 
electrical field. Our thr at will experience its greatest “squeeze” 
probably within the next 10 or 12 months, and the dry spell is expected 
to continue for a period of possibly 18 months to 2 years. Respon- 
sible sources predict a mcetality of 25 percent of the contracting firms 
by the time the full impact of controls is felt early in 1952. B y the 
middle of 1952 new productive capacity will start making itself felt, 
and, barring a major war, it is our hope and expectation that the metals 
shortage will disappear gradually. What is in the cards, as we see it, 
is an expansion of the economy to accommodate a 30- to 40-billion- 
dollar-a-year war economy-on top of a nearly normal civilian economy. 

This prospect, however, does not help matters as far as the small- 
business man in the electrical subcontracting field is concerned. With 
present restrictions on residential and commercial construction, the 
only hope for many of our concerns to survive is an opportunity—we 
ask no favors, we ask only an opportunity to bid on defense weak: 

We are constantly on the alert to combat instances such as that at 
Paducah, but we are not always successful; and, therefore, would like 
to suggest that the congressional Small-Business Committee look 
further into the question with an idea of erecting proper safeguards to 
the small contracting concerns. Attention is directed to the OPM 
agreement of 1942, which is the last known statement of policy gov- 
erning defense contracting procurement on this matter. This agree- 
ment is no longer in effect ; it was canceled at the end of wage and price 
controls following World War II. There is under negotiation at 
present a policy statement that will cover the subject of subcontracting 
and other important phases of contractor operations in the defense 
construction program. We strongly urge that your committee look 
into this policy statement that you have a part in writing and see to 
it that there are proper safeguards and that provision be made for 
follow-up, to see that that policy is implemented and not merely given 
lip service, as we know from personal experience is so frequently the 
case, 

We are anxious that safeguards are erected, whereby the mechan- 
ical specialty contracting industries—small business, if you please— 
are given an equal chance to obtain business on a competitive basis. 
We ask no favors— only a chance to bid. The situation is particularly 
bad from our standpoint in those instances where contracts are nego- 
tiated instead of being let by competitive or lump-sum bidding. 

The traveling contractors—the big contractors—from the metropoli- 
tan areas are coming in and depriving smaller business concerns of 
work which they are qualified and able to do. Substantial inroads 
on the business of small concerns have already been made in this area, 
as borne out by an analysis of direct labor payrolls during 1950, Dur- 
ing the past year, total direct labor payments of our 14 member con- 
cerns in middle Tennessee declined 1.5 percent despite a 5-percent 
increase in the hourly wage rate. On the other Toes the big out-of- 
town contractors who have come into this area have more than doubled 
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their labor payrolls. Unless this trend toward the big contractors 
is arrested through effective policies, guaranteeing to the small me- 
chanical specialty contractor an opportunity to do business with the 
Government, it is going to have fatal economic repercussions on smal! 
business. 

We suggest that job man ent functions and experience-tested 
industry practices be given full play and encouraged rather than sup- 
pressed or supplanted by arbitrary and unrealistic policies or pro- 
cedures. We further recommend that the mechanical specialty con- 
tractors be assigned complete responsibility for the procurement of 
all equipment, material, and labor required to accomplish their part 
of the project. Normal contracting procedures should be followed 
to permit the awarding of the mechanical specialty work, and by that 
I would include electrical, plumbing, heating, air conditioning, and 
so forth, to established organizations of experience and proven capa- 
bilities. To allow big traveling contracting concerns to continue in 
their present efforts to do the complete job, thereby depriving subcon- 
tractors of their legitimate share of the business—will result in the 
liquidation of a very substantial part of the mechanical specialty con- 
tracting concerns and increase cost of construction to the Rosemont. 

We note that the National Production Authority has made provi- 
sion in its organization for an Office of Small Business. Inquiry at 
the local field office of the NPA indicates that the OSB so far at least 
has not become active in the field. 

Gentlemen, “Time is of the essence.” Defense contracts are begin- 
ning to move, and unless the Office of Small Business can aid us soon 
in construction procurement, it is going to be another instance of the 
barn door being locked after the horse is stolen. 

These suggestions are respectfully brought to your attention for 
the purpose of achieving a fuller utilization of our industry’s dynamic, 
and largely unused, forces and facilities in defense of our country— 
and in the hope that this committee can give legislative and adminis- 
trative support to measures which will give relief to small-business 
concerns from the handicaps complained of. 

Mr. Evins. Thank you, Mr. Rose. May I say that you have made 
a very challenging statement. I think I can speak for the Committee 
on Small Business when I say that we will provide you with that 
oportunity which you seek. 

Now, I was interested also in your statement concerning the use 
of existing facilities, the present plant capacity. 

We feel that there are many small business concerns throughout the 
country that have very excellent facilities that can be used, rather than 
building up another River Rouge project. 

Mr. Rose. That is the way we feel. All we want is just an oppor- 
tunity to bid. Taking this Paducah project, that is $380,000,000, that 
is a pretty big piece of cake to hand to one concern. They did not do 
that at Oak Rid, , and it worked successfully over there, and therefore 
we think that the same policy should be followed on future construction. 

Mr. Evins. Mr. Priest, do you have any questions ¢ 

Mr. Priest. I may ask one question. In your opinion, if the OPM 
policy statement of 1942 that you referred to in your statement had 
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been in effect this time and had been followed as you suggested, would 
that have prevented the situation you have described at Paducah ? 

Mr. Ross. As I understand that statement, Mr. Priest, I think that 
is correct. At least it would have handicapped it quite a bit and 
would have thrown obstacles in the way of it. 

Mr. Priest. In your opinion then, a very similar policy statement 
if adopted at this time would go at least one step toward a solution 
of some of the problems you and your industry face. 

Mr. Rose. That is correct. | 

Mr. Priesr. That is all, Mr. Chairman, thank you. 

Mr. Rose. There is one point, gentlemen, that I would like to inter- 
ject at this time. There is one question I would like to interject at 
this point. . 

Several of our members are encountering difficulty—and possibly 
this question can be answered by the gentleman from the NPA staff— 
that is, under the construction limitation order, M—4, I believe it is, 
certain types of construction are permitted, such as, notably, schools 
and hospitals and essential services of that kind. 

Generally speaking, our suppliers here in Nashville are doing a 
prett pose job and they are trying to take care of us, as far as our 
—— are con . , 

ey are unable, however—and I have every reason to believe that 
they are sincere and correct in making the statement—they say that 
they cannot get the material unless the contractor or the owner of the 
project, the building which is being constructed, is able to supply a 
priority rating. 

Now, it seems inconsistent to us that that type of construction 
should be permitted without at the same time Pov, ol sure that pro- 
vison is made to secure the necessary critical materials. 

One instance in point is that of the local Nashville waterworks. 
We have a contractor here in Nashville, and we have a contract to 
electrify the pumping station. He also has a contract in Clarksville 
to do a similiar type of job. Now, he is faced with this problem, 
that he can do nothing unless he is given some priority assistance. 

Now, what we would like to know is this: Can we count on, if we 
go direct to Washington, can we count on a favorable hearing and 
any assistance, in a situation of that type? 

Mr. Evins. Mr. Rose, as was stated this morning, we have a sub- 
committee which deals with specific problems and specific cases, and 
you certainly may be heard by that committee and they will be of as- 
sistance, 

Mr. Curtis. I have one question, Mr. Chairman, if I may. 

_ Mr. Evrns. Yes. 

Mr. Curtis. The problem of unionism does not come into it, does it ? 

Mr. Roser. You know, under the Davis-Bacon Act on Government 
projects, it calls for the prevailing wage. The union question does 
not enter into it at all. 

Mr. Curtis. I just wanted to know. 

Mr. Evrns. Are there any other questions ? 

(No response. ) 

Mr. Evins. Thank you very much. Our next witness is Mr. 
Kennedy. 
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STATEMENT OF D. R. KENNEDY, GENERAL MANAGER, KENNEDY & 
BOWDEN MACHINE CO. 


Mr. Kennepy. Gentlemen, my name is D. R. Kennedy, general man- 
ager of Kennedy & Bowden Machine Co., representing the machine 
shop and foundry industries of this area, and I want to present to 
you some of the problems confronting job machine shops, tool making 
shops, and manufacturing machine shops—also, ferrous and non- 
ferrous foundries. : 

The first subject I want to talk about is material shortages applying 
to these industries. Most of the plants or shops that I am referring 
to are very small compared to industries in other parts of the country. 
A large majority of these businesses employ less than 50 people, and 
their experience in purchasing materials has been solely with the local 
supply eelnes and out-of-town warehouses. Their requirements are 
too small, and they are, as a rule, not in a financial position to purchase 
direct from the mills. In fact, the only people that the mills recognize 
and sell to are those who buy in large quantities such as carload lots, 
and place their orders far in advance of their needs, and who carry 
large inventories, as a rule. These small businesses, such as job shops, 
use so many different kinds, sizes and shapes of aabetidhe that it 
would be impossible for them to stock ae very small quantities. 


Therefore, they usually pick up whatever is required of a certain 
item, from the local warehouse, if possible, or an out-of-town ware- 
house. Or, if it is a casting they need, either ferrous on nonferrous, 
they will have a local foundry making the casting. 

Out-of-town purchases usually go to Cincinnati or Birmingham 


and these warehouses have warehouses in Chicago, Cleveland, Buffalo, 
Pittsburgh, and so forth. 

That is, most of the steel supply houses do have warehouses in 
these various cities that are owned by the same company. 

If they do not stock or their stocks are depleted they normally ship 
from one of their other warehouses. Since the emergency and ma- 
terial shortage, they do not and are not allowed to call on any of 
their other warehouses, they merely cancel the order. Some items, 
type 316 stainless steel, for instance, have never been stocked in Cin- 
cinnati and through the years has been shipped directly from Chi- 
cago. Now, Chicago will not accept an order from the warehouses in 
Cincmnati nor direct, yet it is our past purchases that built the 
inventories and allotment of the present Chicago warehouse. 

Again, the warehouses will turn down an order one day for a 1,000- 
or 2,000-pound shipment of stainless steel but will accept an order for 
300 pounds of the same material every other day until you get the 
required ton shipment. The reason: The material costs $5.25 per 
cubic weight more when bought in the small quantities. The ware- 
house should be required to ship regardless of location and in the 
quantities ordered, if they have the material on hand. 

Regarding castings, let me bring this up: It has always been the 
custom of job shops especially, to save their scrap aluminum and brass 
and have the foundries melt it and pour it into castings for them. 
Recent regulations by the National Production Authority now pre- 
vent this. They are not allowed to have this scrap melted locally. It 
must be sold to the junk dealer, and of course the junk dealer ships 
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it to large refineries, who, in turn, supply their favored customers, 
which in most cases, are the large industries of the country. 

The only alternative the small plant has in securing castings now, 
except when he has a DO order, is to try to purchase the raw material 
or pig brass or aluminum from the refinery, have it shipped in here to 
him, and in turn can have the local foundry melt it and pour it into 
castings. The tool-making shop is experiencing a great problem in 
securing plate steel and tool steel necessary for the building of tools 
and dies and fixtures. These plants are unable to secure tooling for 
defense pur and necessarily have rely on business frem the local 
stove-manufacturing and other industries that we might term non- 
essential in the terms of defense. They are having great difficulty in 
holding their men, due to their inability to receive adequate materials 
for their tooling production. These tool makers are in great demand 
all over the country and in lots of instances can receive much higher 
rates of pay by going to other localities. However, they would be per- 
fectly satisfied to live here, provided they can have regular work. In 
short, the inability of the small business to secure materials for its 
normal operation is the greatest problem confronting local industry. 

The second problem is dealing with Government procurement. The 
small machine shop or foundry is unable to bid on prime Government 
contracts except in a few rare instances. Most of the prime contracts 
are too large, involve too much finances, and more equipment and man- 
power than the small business is able to muster. The only alternative 
as I see it is for the small business to secure subcontracts. In this par- 
ticular area there have been practically no prime contracts let that 
would support the subcontractor in the machine shop and foundry 
industries, and the small business is waiting patiently, and has been 
for a long time, to hear of some prime contract where they can make 
application for the privilege of bidding on some subcontract work. 
It is almost out of the question for a small business to go to Detroit, or 
the centers where most of the Government procurement has been made, 
and secure any business. In the first place, those large prime contrac- 
tors have not had any experience with our local subcontractors, and 
therefore are reluctant to let them bid. 

Why doesn’t this committee see that these large prime contractors 
let the subcontractors work out all over the country? It would be very 
easy for them to do it. It may be necessary for them to send a man 
or representative into all the areas and investigate all the different 
plants, and even though they are very small, there are various types 
of work—even simple work—that could be let out to an advantage 
to these small plants. It may not only keep these small plants going, 
but they may actually save money. Regardless of whether they save 
money or not, this small-business man that we are talking about is 
paying the bill in taxes for us, the same as the big-business man. Even 
though a small plant secures a subcontract and is well. qualified as 
far as ability and experience are concerned to perform the contract, but 
lacks a certain piece of equipment, it has been found impossible to pur- 
chase a piece of. new equipment, even though the purchaser can supply 
a DO rating. You cannot purchase a piece of machine-tool equip- 
ment without a special priority covering machine-tool purchases. My 
understanding is that a prime contractor can obtain a priority to pur- 
chase machine tools, but a subcontractor cannot unless the prime con- 
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tractor is willing to make the purchase themselves and pass it on to 
the sub, which $o times of out of 100 isn’t being done. Something 
should be done to alleviate this condition and permit the subcontractor 
to obtain the necessary equipment, because his function is just as im- 
portant as the prime contractor’s. 

I would like to mention a few words about obtaining financial as- 
sistance for production, either prime or subcontract. To my knowledge 
there has been very little difficulty in securing financial aid for this 
en a That was true in World War No. 2, and I understand that 
the local banks and the RFC are ready and willing, and are making 
it quite simple to obtain loans for the production of defense contracts. 
We have no complaint to make as far as being able to obtain financial 
assistance is concerned. 

I might state that I received quite a few letters from the various 
small businesses in the area and without exception each one wound up 
by saying that financially there was no difficulty, that they either were 
able to finance or they were able to get financial help through the RFC 
and the local banker. 

Mr. Evins. Thank you very much for your statement, Mr. Kennedy. 
Are there any questions, Mr. Halleck ? 

Mr. Hatxieck. I think I would like to inquire, Mr. Kennedy; you 
referred to the size of the prime contracts that are offered as preclud- 
ing the small fellow from getting into the operation. In your judg- 
ment, could those contracts be broken up into small amounts or 
quantities? 

Mr. Kennepy. In some instances, yes; they could. 

Mr. Hatieck. Of course, one of the things that we are hopeful for 
is that procurement agencies, insofar as possible, will break those large 


contracts into smaller | mere so that the smaller fellow can bid, and 
we have been assured already at these hearings as they have progressed 
that every effort is being made in that direction. ae I particularly 


wanted your viewpoint as to whether or not the type of contract about 
which you are talking would be susceptible to that sort of breaking-up 
»rocess. 

Mr. Kennepy. That is true, some of them could. Now in a lot of 
instances the delivery date is the thing that—well, I may give you an 

example. 

I would like to say that in November I was asked to look over some 
prints of some pieces of equipment for the Navy, and to give a rough 
estimate. There was only one set of prints and I was asked to give a 
rough estimate of what I thought that particular machine would cost 
if 21 machines were bought. 

At that time I looked over the prints and I estimated the cost of 
about $17,500. That was in November. 

Now, the Ist day of March, we received a formal bid on this par- 
ticular piece of equipment. It said that the bids had to be in by the 
12th day of March as a firm bid. It also said that six machines would 
have to be delivered 90 days after receipt of the order. 

Now, no small business could neem at six machines 90 days after 
receipt of the order. He would not be able to get his materials and 
everything else lined up to do it. . 

Now, if you will look at the dates, the number of months from the 
time that it first came up until this bid. It started in the early part of 
November and it went over until March 1—and it was the same print, 
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it had not been a, and it was the same identical machine, and 
yet they have w these 5 months, and now they ask for delivery 
within the next 90 days. 

Mr. Hatieck. Somebody was pretty slow in making up his mind. 
Speaking of your subcontracting business, were you in business in 
World War II? 

Mr. Kennepy. Yes. 

Mr. Hatieck. Did you ever see one of those trains that went 
around the country with what were called the bits and parts that 
were to be a part of the subcontract—was that a useful thing? 

Mr. Kennepy. It was. I think that everyone here got something 
out of it. 

Mr. Hauieck. Can the average fellow, running a small machine 
shop, tell always from the blueprint whether or not he can make it, 
as against seeing the thing itself? 

ue. Mira. I think that most of them can, from the print; but 
of course, always a sample in hand gives them a little better idea of 
the machine. Maybe he can see something there that he would not 
see in the print. But, I think that the average company that is quali- 
fied to bid on a job of that kind can tell from the print what is wanted. 

Now, I would like to say that my own company was subcontractor 
for the Douglas Aircraft and for the Goodyear, of course for air- 
planes that they built at Akron, and for the Vultee plant at Nashville, 
so we had quite a bit of aircraft subcontractings during the last war. 

So far, we have been unable to get any subcontracting on aircraft. 
As you know, predominantly aircraft equipment is produced on the 
west coast and all of the companies out there, and they have made 


statements in which they said that they would let only subcontracts 
in California or a radius of 300 miles from the plant. Again, Kaiser, 
taking over one of the aircraft contracts, says that me subcontrac- 


tors now manufacturing the same parts will be used. , looking at 
the aircraft subcontracting program, it looks like it is sewed up, all 
over the country. 

Mr. Haureck. Let me ask you this with respect to subcontracting. 
Now, if you subcontracted from as far away as Detroit and you are 
operating down here in this area, can you overcome some of the dif- 
ferential that would be involved in transportation costs ¢ 

Mr. Kennepy. Yes, sir; we can. 

Mr. Hauiecx. So the mere fact that you are fairly far removed 
from the location of the prime contractor should not necessarily mean 
that you could not get into that business ? 

Mr. Kennepy. That is right. During World War II there were 
two local companies, one of which was our company, that built some 
of the original tooling and original parts that went into the Vultee- 
ee planes built in Akron, and we had a large contract durin 
which there were daily shipments and we were able to complete with 
Ohio and over into New York. 

Now, one of the cases that I would like to call to the attention of the 
committee, and which might be an isolated case—and I may be calling 
a few names here—we had a job that required about a ton of alumi- 
num-bronze, which is a special bronze used in corrosive work. 

_ We had let the job out to a local foundry, and on the 22d of January 
ue notified us that he was about 30 percent through of the job and that 
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he would not be able to continue due to the fact that he had reached 
the melt quota for the month. He notified us also that due to the 
fact that he was manufacturing products of his own, he would not be 
able to finish our job at all or future orders for melts. 

Now, we had on hand at this particular time over twice as much 
material, which was in castings, that had been terminated in the prior 
— made of aluminum-bronze that was available to cast these parts 

rom. 

Now, the order prohibited the foundry from melting it or from 
using them for these particular parts. 

So, we had to go into the market and buy a ton of virgin metal and 
bring it into the foundry, and, as a matter of fact, this business of not 
allowing the melting of scrap actually cost us, and it resulted in our 
taking a ton of the market while, at the same time, we possessed two 
tons of scrap material just as good and which is still on hand. 

Mr. Hatxieck. That does not make sense. That is all. Thank you. 

Mr. Datmas. What order is that, referring to the scrap material 
that you are speaking of? 

Mr. Kennepy. That is M-12, which specifically states that you can 
— sell the scrap metal to salvage dealers and you cannot melt it to 
sell. 

Mr. Daumas. And if my understanding is that that order allows 
you to use that scrap, then I was wrong. 

Mr. Kennepy. No, sir; it does not allow you to use it. It does not 
even allow the salvage man. 

Mr. Evrns. Do you have any questions, Dr. Stockton? 

Mr. Stockton. No. 

Mr. Evins. Thank you, Mr. Kennedy. Now, do you feel that the 
Government is placing an undue burden on small business in the way 
of drawing up specifications ? 

Mr. Kennepy. Yes, sir; toa certain extent—and the quick deliveries 
required. 

r. Evins. Commander Ashler, of the Department of Defense, 
would you care to comment on the subcontracting testimony ? 

Commander Asner. Yes. 

I would like to say, as the first thing, and Mr. Kennedy should be 
familiar with it, but I will tell him if he is not, that he is free to bid 
on any part of a quantity that is requested unless the bid specifically 
states that you must bid on the whole requirement. So that where we 
do ask for large quantities of items and you feel that you are capable 
of supplying only one-fourth and where you feel that you cannot 
meet the total requirements of the bid but that you can, with your 
facilities, meet a portion of the total requirements, then you could 
submit a bid on that portion. 

Secondly, in this matter of the delivery date. As I pointed out 
earlier this morning, the delivery dates were of necessity short. How- 
ever, if they are actually unrealistic not only to you, to other members 
of the industry, you always have the alternative of offering another de- 
livery date. 

In other words, the delivery date that is in the invitation, the bid, 
or the proposal for negotiation, is a target date which we hope*to meet. 
Now, if you and the other members of your industry point out that 
the item required is not capable of Basch wr Sy in the time specified, 
then pm that delivery date will be extended. 
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On the matter of the aircraft subcontracting program being a closed 
corporation, I am not familiar with the situation on the west coast, 
but I could try to explain why they have limited their subcontracting 
to those in close geographical proximity. 

There is no set policy on that from the Department of Defense. 
However, we have encouraged them to subcontract in close geographi- 
cal proximity to their own plants in an effort to cut down the trans- 

yortation costs and to remove the possibility of any transportation 
Pottleneck if a full-scale war actually came upon us. 

Now, on the east coast, exactly the opposite situation is true. Cur- 
tiss-Wright just 3 weeks ago, through the Wright Aeronautical Corp., 
actually canvassed with technical teams the Middle West and New 
England, over to and including New England, seeking out potential 
contractors and, in some 2 or 3 weeks of traveling around and hav- 
ing exhibits similar to those mentioned on the traveling train that 
Mr. Halleck referred to, they uncovered about 66 new suppliers. 

Now, that program while it was in its owns planned only for the 
Department of the Air Force, it will undoubtedly be expanded to the 
Army and Navy, when the prime contracts lend themselves to that 
sort of thing. 

For example, we can well see that in the Ordnance Department, 
where you are buying heavy ordnance equipment, tanks, bazookas, or 
large artillery pieces, there such a program would be feasible. 

On the other hand, in the Quartermaster Corps, where they might 
be buying socks, boots, and shoes and things like that, which are usu- 
ally fabricated in a single plant, that program is not feasible. 

I could tell you that at the moment the Department of Defense is 
considering, at the urgence of the staff of this committee and the 
Senate Small Business Committee, the desirability and feasibility of 
having such exhibits as I mentioned, wherever practicable, throughout 
the country. 

Mr. Hauieck. Might I intervene at that point ? 

Commander Asuuer. Yes, sir. 

Mr. Hauieck. Just what authority does the Defense Department 
have in respect to requiring or persuading or otherwise bringing the 
prime contractors to letting out more subcontracts—that is, stretching 
them out wider? 

Commander Asuier. At the present time the Department of De- 
fense exercises relatively few prerogatives in the matter of subcon- 
tracting, other than that of moral suasion. ; 

It is the feeling that the moment we go to a contractor and tell him 
what to do about subcontracting, that we are taking away from him 
the responsibility we have placed on him and for which we are paying 
him when we placed it upon him in the contract. 

There have been rare instances of where we have had a sole source 
of supply and where we have actually insisted that a certain portion 
of that contract be subcontracted with a particular subcontractor for 
the purpose of transplanting from one manufacturer’s plant to an- 
other the technique and know-how in producing that item; but those 
have been rare instances. 

For the most part, we have used moral suasion, I think particularly 
in the case of the aircraft companies and, if I might say so, in the 
case of the Bendix Corp., we have been fairly successful. 
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Mr. Evins. You have just heard the testimony of an experienced and 
excellent manufacturer in his field who has had extensive subcontract- 
ing work in the aircraft industry. Yet, under the policy which has 
been announced here, he is denied access to that type of subcontractin 
now because he is not in the geographical proximity of or loca 
near the aircraft industry. 

Commander yom, trust, Mr. Chairman, that you can see our 
point of view on that, too. 

Mr. Evins. Do you think—perhaps we should not ask such ques- 
tions—but do you think that this situation at this time would requir 
this policy ¢ 

Commander AsHuer. I cannot answer that question. 

Mr. Evins. Are there any further questions? 

Commander Asuuer. However, I would like to add a comment. The 
witness did state that there appeared to be relatively few prime con- 
tracts let in this area. 

Mr. Kennepy. That is right. 

i Commander Asuter. Well, I assure you, sir, that was not done by 
esign. 

Mr. Kennepy. Oh, we did not mean that, we did not think so. 

Commander Asuuer. We have no system of letting contracts on a 

eographical basis. The fact that you have less or fewer contracts 
a than they might have in other parts of the country is probably an 
indication of the effort that is made by the people in those areas who 
can handle prime contracts. 

Mr. Evins. Are there any further questions? 

(No response. ) 

Mr. Evins. Thank you very much, Mr. Kennedy. 

Mr. Damas. Before the next witness is called, I want to ask a 

uestion of Mr. Hughitt if there are some instances of allowing manu- 
Tohumes to reprocess their scrap. 

Mr. Hueurrr. It is ible. 

Mr. Datmas. That is what I thought. 

Mr. Hueurrr. It is possible by special permit from the National 
Production Authority, so if you have a situation of that kind, the 
thing you should do is to ask for an adjustment and special considera- 
tion and permit from the National Production Authority. 

Mr. Datmas. I thought that was in effect. 

Mr. Evtns. The next witness is Mr. Harmon. 


STATEMENT OF PAUL V. HARMON, PRESIDENT, PRECISIONS 
PARTS CORP., NASHVILLE, TENN. 


Mr. Harmon. Mr. Chairman, my name is Paul V. Harmon, Presi- 
dent of the Precision Parts Corp., Nashville, Tenn. We operate a 
nonferrous foundry, along with a machine shop and woodworking 
plant, manufacturing precision folding stairways and precision sump 
pumps. 

I want to talk about the aluminum situation as it affects both the 
machine shop and the foundry. There are between 2,500 and 3,000 
independent foundries in the United States. These foundries make 
castings for various small manufacturing plants and job shops. The 
aluminum they use is what is known as secondary metal. It is dif- 
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ferent alloys prepared for the various types of castings. The ma- 
jority of these castings are usually not made from what is known as 
prima metal. Primary is produced by three well-known firms 
in the United States, namely, Aluminum Co. of America, Reynolds 
Metal Co., and Kaiser Aluminum Co. They produce all of the sheet 
aluminum used in the production of airplanes and other items. It is 
my understanding that the users of aluminum sheets have been 
instructed to return all — from their respective plants to the 
prime producer, therefore, taking this scrap off of the open market. 
It is also my understanding that the different branches of the Govern- 
ment have also issued orders to stockpile all Government scrap, taking 
this also from the open market. 

Let me explain that the aluminum used by our small foundries is 
produced by what is known as the secondary metal refinery, who secure 
their total supply of aluminum from the open scrap market. As 
stated before, the open scrap market is now practically non-existent, 
due to the two Government orders already mentioned, and unless 
scrap producers and scrap dealers are allowed to again sell in the open 
market, and unless the Government stops directing its scrap and 
contractors’ scrap back to the prime producers, and unless the various 
Naval bases, airfields, and other Government installations are di- 
rected to once again sell their scrap on the open market, the handful 
of secondary smelterers: and the thousands of aluminum foundries 
throughout the country will be forced to close-their doors. At this 
time there is not more than one week’s supply of scrap metal in the 
refineries’ plants. 

I am open for questions. 

Mr. Evins. Thank you. Are there any questions, Mr. Halleck? 

Mr. Hautieck. Have you any idea why that order is that way, Mr. 
Harmon? Is it to try to get the aluminum back? Do they make it 
over into sheet aluminum again? 

Mr. Harmon. Well, I do not know if they use secondary metals 
for sheet aluminum or not. I doubt it, sir, because it has to be refined 
and a lot of impurities have to be taken out and other alloys taken 
out of it. In securing scrap, you see, when you are accumulating 
scrap throughout the country, you are apt to get anything in that 
scrap. 

Now, sheet, as I understand it, sheet requires prime material to 
produce good sheet. I do not know why they would take it back 
unless it was to make ingots; it is a secondary metal. 

Mr. Hatieck. Your understanding is that it is wholly a matter of 
ax er order rather than any action by the companies them- 
selves ? 

Mr. Harmon. That is my understanding, yes, sir. 

Mr. Hausecx. Well, we will try to look into that order. Thank 
you. 

Mr. Evrns. Mr. Curtis? 

Mr. Curtis. I was just wondering, do any of those companies have 
to — in order to handle that production of secondary scrap 
meta 

Mr. Harmon. No; they do not. 

Mr. Curtis. They are all set up? 

Mr. Harmon. They are all set up. 
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Mr. Evins. Mr. Dalmas? 

Mr. Datmas. Mr. Harmon, of the total aluminum supply, 40 per- 
cent of it becomes secondary metal after it is manufactured; isn’t 
that about the right figure ? 

Mr. Harmon. I could not answer that, I do not know. 

Mr. Davmas. That is about the correct figure and it goes into cast- 
ings and general commercial work; is that correct ? 

Mr. Harmon. That is true. 

Mr. Datmas. And you do not know from your own knowledge 
whether or not this aluminum scrap is going back into Government 
work, defense orders ?¢ 

Mr. Harmon. No; I do not. I do know this, though, that the sec- 
ondary refineries are not getting any scrap and we, the nonferrous 
foundries, throughout the country, 2,500 or 3,000 of us, depend on 
getting our material from the secondary refinery. 

Mr. Curtis. Somebody must be doing that refining, are they not ? 

Mr. Harmon. The Aluminum Co. of America, ah and the 
Reynolds Metals Co. are doing it but they are using it for some other 
purpose. We don’t know what. 

Mr. Evins. Any questions, Dr. Stockton ¢ 

Mr. Srocxron. No. 

Mr. Evins. I might state for the information of Mr. Harmon that 
this committee has already had before it representatives of various 
Government agencies concerned in the production of aluminum. 

There are, as you know, about four major aluminum producers in 
the country. One of the things that we are concerned with is to try 
to increase preduction, and we have indications that by the year 
1952 there may be some increased production. 

Mr. Bartlett, you are a representative of the National Production 
Authority. Do you care to comment ? 

Mr. Bartuierr. No, sir. 

Mr. Hueurrr. I would like, if I may, Congressman, to read into 
the record a very brief. statement with respect to aluminum scrap 

Mr. Evins. You go right ahead. 

Mr. Hvueurrr. What I am reading from is a research document of 
the Research Institute of America, which is not a Government pub- 
lication. It goes as follows: 

1. The order names certain smelters and fabricators which NPA has “ap- 
proved.” (You may apply to NPA for inclusion.) Only producers and “ap- 
proved” firms that melt, reprocess, or otherwise use aluminum scrap. Certain 
leeway is allowed foundries with respect to gates, sprues, and so forth, and 
defective castings. Also, certain basic producets who are not smelters or 
fabricators may get NPA authorization to use aluminum scrap. 

There is an escape clause. I read that from Doing Business Under 
Material Controls, of February 20, 1951. 

Mr. Evins. Mr. Harmon, then, should address an application to 
your office for relief? 

Mr. Hueurrr. That is correct. 

Mr. Harmon. Now, where do you get this serap ? 

Mr. Evins. Well, that is a question also for consideration. 

Mr. Harmon. That is right. 

Mr. Hatteck. In other words, the scrap is required to be sent? 

Mr. Harmon. It is required to be returned to the prime producers 
and the Government agencies, Navy and others, are handing ours back. 
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We do not know what to do with it, and it is piling up in the back 
yard—but, they are holding it. 

Mr. Evins. Are there any further questions ? 

(No response. ) 

Mr. Evins. Our next witness is Mr. McLain. 


STATEMENT OF WILLIAM McLAIN, KUSAN, INC. 


Mr. McLatn. Gentlemen, my case is a little bit different from his. 

My name is William McLain, Kusan, Inc. We are molders of 
plastic materials, utilizing the injection-molding process for semi- 
plastic materials. 

Those materials primarily consist of polystyrene, cellulose acetate, 
cellulose acetate butyrate, polyethylene and ethy! cellulose, and various 
other types of materials a scrap of which can be remelted and reused. 
That is different from the bakelite materials which cannot be reused, 
they have to undergo a chemical processing. 

In our business we manufacture a large number of items, such as 
various parts for refrigerators and different industrial components 
for various and sundry applications. Our products range from in- 
dustrial uses to such things as toys and so forth and so on. On such 
items as toys, for example, in many cases we are making use of mate- 
rials which become scrap and which cannot be run back into industrial 
purposes, since for those purposes they must be absolutely perfect, 
but we can utilize it for these. 

Now, there is only one trouble with us. The only trouble is that 
there is not too much raw material, and it is getting less and less all 
of the time, due to the synthetic rubber program which you gentlemen 
have already heard a great deal about. 

I happen to be on the national committee of the Office of Plastic 
Industries, and we have been studying this problem quite thorough] 
and the results have been circulated to the Rubber Reserve bused. 
There has been a special hearing before Senator Sparkman’s commit- 
tee recently about material shortages in plastics. I do not see any 
need actually of going into complete details on that report because 
obviously it is quite long and complex. 

But, briefly, let me tell you this about the material picture. The 
injection molding business is young and most of the people in it are 
young. In our organization we have about five key men. All of us 
are veterans of one or more services, some of them of two services, and 
a great number of the people in our plants are young. 

It is a highly specialized business and highly technical. There are 
about 700 molders in the United States and of these only about 2 per- 
cent employ over 500 people. So, we are truly small business, as far 
as the number of aie we employ. 

Just to give you an idea of the growth of this industry, in 1945 
polystyrene was being used at the rate of 22,000,000 pounds per year. 
In 1950, 5 years later, this had increased to 250,000,000 pounds, from 
22,000,000 pounds. That is quite an increase. And that is in one 
material. 

Now, this material basically was developed to its highest use because 
of the vast production facilities which were built up during the last 
war for the rubber program, in which styrene plants were built up 
to furnish styrene for the styrene-butadiene rubber. 
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After the war, these facilities were taken over by various plants, 
some leased by the Government and some were actually bought. They 
made ethylene which was polymerized and which found its way into 
many uses, and in this present defense program this material and 
other plastics are finding many more uses’than in the last war because 
the materials are much hotter and their possibilities are greater. 

I have seen a lot of figures which I cannot quote offhand, showing 
how much saving there is when molded plastics are used. 

That is because you can have the most intricate threading ‘and all 
kinds of work done that would be very difficult to machine, you can 
turn them out without much manpower being required, simply by 
molding. They can turn them out and you can turn them out at a 
high rate of speed, with a low cost because of the present-day mecha- 
nized equipment and because you get, I think, about one-ninth or one- 
seventh the weight of plastic to produce the same volume as steel. 

Now, the trend of this industry was to use this material in 1950 at 
the rate of 20,000,000 pounds a month, approximately, and, following 
that same curve, that would have been running this year at the rate 
of about 30,000,000 pounds per month. 

However, this increase was not due to any such things as inflationary 
pressures and so forth, it was due solely to the fact that there were 
so many applications that were discovered where this material was 
much better than any other type of material. This growth was a 
healthy growth, it was not an unhealthy growth—and it is an industry 
that is young and making its place in the country. 

However, synthetic rubber uses 23 percent styrene among its con- 
stituents. Therefore, when the styrene rubber program, which was 


scheduled and rescheduled last year, ending uP in November with 


26,300 tons of synthetic rubber for 1951, this will reduce the polysty- 
rene supply so that instead of its going to 30,000,000 pounds a soeath, 
it will be reduced to 15,000,000 pounds, which is exactly half where it 
would be today. 

In our own case we have about 50 percent of the allocation that we 
were using last fall, that means that equipment cannot be used and in 
this particular business—well, it is set up on expensive equipment. 

For instance, the smallest presses we have cost $15,000 to $20,000. 
You can see that is a very big investment, and most of it is used in 
order to start and every time you make a little money, you have got 
to buy another machine, it is constantly expanding, and your money 
is going right back into it. 

This report that was turned in to Washington before the committee 
shows that actually the small molders in the country are pretty badly 
off. 

In our own plant, we are in bad shape, because last year we ran 9 
months 24 hours a day 7 days a week—your best operation is a 24- 
hour operation. 

The materials situation, to say the least, is very critical. We have 
made several recommendations in this report to Dr. Steelman. The 
percentage of styrene going into GRS can be reduced from 23 percent 
to about, I believe, 16 percent or 17 percent, which should provide the 
necessary amount of alditional styrene to maintain both. 

Tests have actually been conducted by the Army to prove if actually 
styrene rubber and butadiene rubber have been successful and I think 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 169 


that its hot application was not so good—I think I talked to Com- 
mander Ashler about it. 

However, some reduction seems to be possible. 

It also breaks your heart, when you are running around trying to 
keep things going, to read the papers and to see that Washington is 
sort of running around in a muddle, trying to decide what to do with 
120,000 tons of excess rubber to be produced in 1951. 

The supply of raw rubber, it is reported, would be at the rate of 
2,000,000 tons per year, and industry can only absorb, according to 
the statement, about 1,200,000 tons, so somebody will have to do some- 
thing—maybe they will throw it into the Potomac. 

In conclusion, gentlemen, I will say this, that we can mold it, if 
you will give it tous. We don’t know what is happening to it. In- 
formation has been kept very quiet as to how much is going into stock- 
piling and it should be kept quiet. However, I think it should be kept 
sensible, too, for the sake of the economy of the Nation. 

Mr. Evins. Mr. McLain, you have given to the committee a picture 
of an industry that is thriving, an important industry composed of 
younger men, of veterans, an industry which is expanding. We are 
interested in any industry like that continuing. 

Now, have you given much consideration to the conversion of some 
of these facilities in your plant for making plastic products for avia- 
tion. and so on, rather than _— during this time? 

Mr. McLary. Mr. Evins, I have about five pages here of notes. 
That is the next thing on my list. I will go into that. 

Mr. Evins. All right; wi — proceed. 

Mr. McLatrn. I want to take these things up one at atime. I will 
not take up too much time, but I do want to touch them one at a time. 

Mr. Curtis. Before you go on, I would like to ask you about one 
point, first. Can you tell us—I assume that your sources of supply 
of the basic material are limited to just a few companies. 

Mr. McLarty. Yes, sir. I will give them to you: 

Polystyrene: Dow Chemical Co., Monsanto’Chemical Co., Koppers, 
Inc., Bakelite Corp. 

Cellulose acetate : Tennessee Eastman Corp. and Celanese Corp. 

Cellulose acetate butyrate: Tennessee Eastman Corp. 

Polyethylene: E. I. du Pont de Nemours, Inc., ae Bakelite Corp. 

Ethyl cellulose: Dow Chemical Co. and Hercules Powder Co. 

Mr. Curtis. Thank you. 

Mr. Evins. Considering the equipment and the experience you have 
and the vast need for plastics, it might be well for you to convert into 
manufacturing certain pieces of equipment for the aviation industry 
now. 

Mr. McLarn. Well, you are right, and we have been trying to offer 
our services since 1948 to do that, in every way that we know. We 
are listed in every place that I know of. 

I wrote to Senator Sparkman in 1948 and he took the matter up and 
I am listed in the Pentagon, and we have had various letters and we 
have submitted complete and absolutely full answers to everything 
that has come in. We have given all of our information to the Navy. 
The Quartermaster Corps, well, we have been surveyed by the Quar- 
termaster Corps on our possible fitting into their picture. They had 
survey teams working and considering the plant in the case of mobil- 
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ization in case of need. Of course, we are not, perhaps, actually fully 
mobilized but you are mobilizing industry in this country very heavily, 
and you cannot say, “We will take 20 percent of the steel and plastics 
and that will only cut the civilian economy 20 percent.” 

Gentlemen, it does not work that way, because when you take 
certain machines that are vital in either operation and pool them away, 
then you cannot wind up with any civilian use out of those machines. 

I have discussed that several times with them. 

Mr. Evins. Would you mind, for the information of the commit- 
tee—we know that this report you mention contains your suggestions, 
and they might be quite numerous—would you mind briefly summariz- 
ing for the committee the recommendations and suggestions made ? 

Mr. McLarty. On materials only ¢ 

Mr. Evrns. Well, in this field. , 

Mr. McLain. Well, let me go on first very briefly to cover these other 
four points. 


Mr. Evins. Proceed. 
Mr. McLarty. In Government business, as I say, we have tried our 


best to bid on these various jobs and we have bid on some 25 or 30 
different jobs. 

Now, it is so highly competitive at the present time that while we can 
compete all over the country with other people in a similar business for 
industrial work of high volume, a much more total volume than any- 
thing I have seen here—we have been very competitive and we have 
gotten work from New York, Chicago, and so on, bidding against these 
others. 

However, in the bidding for Government work, it has become so 
discouraging that it is almost a waste of time to attempt it. 

The last bid that I bid on was one on which 127 molders bid on, and 
we were about No. 15 from the bottom. 

Now, I had bid the job at absolute cost, and the lowest one had bid 
half of that. There was 3 cents’ worth of material and dies had to be 
furnished and everythmg else—and still the job went for 3.03 cents. 
Gentlemen, you can expand your business, but you cannot expand it 
that way. If you lose a little on one job, you do not make it up by 
lots of volume—you lose more. Yet, that seems to be the basis on 
which these gentlemen were bidding on that same job. Well, it is just 
impossible to bid on that kind of competition. Anyway, I don’t believe 
that there is much to be proud of in being the low man among a total 
of 127 bidders. 

We understood when they made a study of our facilities and came 
into our plants and so forth, that they were trying to put this thing 
up for strategic purposes. We have a plant in Kentucky and Tennes- 
see and we have a maximum of 100 people. 

We were given to understand that we were the only people in the 
Southeast that could make for the Quartermaster Corps a little plastic 
screw, we were the only ones that had sufficient capacity. to meet the 
needs. I had an invitation to bid for some 200,000,000 or some other 
fabulous figure. Well, it was impossible. When that job started in 
1948 and I had bid, it had previously gone at 1.2 cents. So, I bid 1.01 
cents and it went 20 percent lower than that. ’ 

Mr. Evins. In other words, competition is very keen in your indus- 
try, then. 
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Mr. McLarn. It is, and it is getting keener all of the time. Don’t 
get me wrong. We do not mind competition and we are able to com- 
pete under normal circumstances, but we cannot when it goes that 
way. 

Now, we want to help in the war and we want to help for only a 
very reasonable profit. I will take 5 percent. I think that we can 
do as good a job as anyone else, I think we have proved it in the few 
years that we have been in it. 

~ We have had an experience like some of the other gentlemen that 
testified here. I received an invitation to bid at 10 o’clock in the 
morning for 4,000,000 pieces, and I was to furnish the dies, and I 
had my mind in Detroit at 2 o’clock, that same afternoon, and I was 
supposed to promise delivery in about 3 weeks later. Well, that is 
hard to do—we cannot do it. 

On another job we never got prints, we never got specifications. We 
called the Navy in Washington and we talked to them, trying to find 
the fellow in charge so as to get prints, and we found only one man 
in the entire office that knew anything about it and he was on vaca- 
tion and he would be back the next week—so, we did not get that one. 

There is another thing that should be of interest to you gentlemen. 
I am not trying to drag this out, but I think that this is interesting. 
We called one of the offices in Washington on a certain job comprising 
four plastic pieces which had to be out at once. Everybody bid on it 
very exuberantly, as we did, although it was 4 months later that it 
was brought up again. 

Well, I called Washington to get the prints, and they said that they 
did not have the prints. Then, about the time we got through with 
it, I discovered—I suggested certain changes, I said that if it were 
made by injection molding, it could be made in three parts instead of 
four, which would be a saving of 25 to 50 percent in cost. So, I told 
them that and they said, “Well, that is funny. We have had four 
molders suggest that to us. We have taken it up with the technical 
people—we do not have time to change the prints.” 

Well, gentlemen, I have an engineer who can sit down at a drawing 
board and change it in 5 minutes. That is just throwing money away 
and it also is not making the best use of material. 

As to price—we have controls. We are now finding out what they 
are, so I won’t go into that. 

Mr. Evrns. And you feel that Government should adopt some of 
the efficiency of private industry ¢ 

Mr. McLain. Well, that is what we have been talking about for a 
long, long time, but [laughter] now, when these price controls came 
out and wage controls—well, we tried to be honest. We want to our 
darnedest to stay out of jail by every possible means, but it is getting 
harder all of the time. We cannot find out what we are supposed to 
do and what we are not supposed to do. 

We called the local office, for an interpretation. I said, “We are 
hiring people, and I don’t know much about it.” I gave him my prob- 
lem, and then he says to me in answer to my request for an interpreta- 
tion, “No, we cannot give you an interpretation.” 

I said, “How do I get an interpretation ?” 

He said, “You go ahead and make your own interpretation.” 

“Well,” I said, “suppose I do make my interpretation and my in- 
terpretation is wrong, what happens?” 
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7 says, “Well, as long as you are acting in good faith, you are all 
ri 

Well, we called Atlanta and we called New York, and I suppose we 
will have to finish in Washington, about interpretations. 

Mr. Evins. Did you attend the hearing this morning! 

Mr. McLarn. No. 

Mr. Evins. We had that subject up of giving the local officers au- 
thority to make decisions on the spot and interpretations on the spot. 

Mr. MoLary. All right, sir. After we went all through the last 
war for about 4 or 5 years, it looks like they would have that up to 
snuff by this time. 

Now, my next subject is the draft law and deferments. We have 
approximately 200 people working for us. We have tried every way 
in the world that we know of not to interfere with any programs. 
We have lost, I guess, 25 men and replaced them with women or other 
men. 

Now, I wrote a very long and determined letter to our draft board— 
und this is no reflection here upon them, because those men have 
got a devil of a job and they are fine men trying to do their best, and 
I think they are doing a bang-up job. 

But I read the papers, and ¥ sel there that—and this was in the 
technical magazines—that they were going to do everything possible 
to try to keep from disrupting the civilian economy and that keymen 
will not be taken out of industry. 

So I wrote that letter and I told them that I had this young man 
of about 21 or 22 who was with us for 3 years and he was handling 
all of these complicated electrical and hydraulic circuits, and you can- 
not pick up men in the street to do a job like that. I wrote a letter 
detailing very much the problem, and telling them we have not asked 
for any deferment and we would not ask for any deferment unless 
it was a top keyman like this—and this is the only man we know of 

Mr. Evins. I would like to say that the committee is very much in- 
terested in hearing you, but that matter might be directed to the 
Committee on Armed Services. 

Mr. McLarn. That is true, but I thought that you might be inter- 
ested in it. And maybe you could get the word back tothem. I want 
to finish that story, because it still hurts. 

Well, I got a letter back from these gentlemen and they said that 
their hands were tied according to such-and-such statute which says 
“We need men”; and I mean, that is it. Well, I asked about that; I 
talked tothem. The local board has deferred one man since they have 
been in existence. So I asked them why, and they said, “When they 
get Government work, we can defer him.” They said, “We cannot do 
it unless you have Government work.” 

Then I asked if they knew anybody that had Government work 
and they said “No.” And I said, “I haven’t either, but I cannot lose 
this man; he is an important factor in our business.” 

I told him that we were not trying, we did not want to try to keep 
men out, but this was a keyman of vital necessity to us. 

Now, I don’t know what is going to be done in cases like that. | 
suppose we will lose the boy. But I think something should be done 
and I think it should be done because I just do not. believe in these 
mass deferments and things like that; but I do believe that there 
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should be a basic policy where a man highly trained, technically 
trained for a job like that, that they should not be pulled out. 

I told them that we might as well quit bidding on Government work 
if they took away our keymen ; we could not do it. 

Well, I believe that is about all. I believe that financing is about 
the only other thing that I was going to talk about, but if we do not 

et enough material to run, then the financing is going to become 
Pere and harder and more and more we are going to have to go on 
the Government’s payroll. 

Mr. Evrns. On behalf of the Committee on Small Business of the 
House of Representatives, may I thank you for your testimony. You 
are a good citizen. You served your country in time of war and you 
are serving it now in these times. 

Are there any questions, Mr. Halleck ¢ 

Mr. Hatieckx. Mr. Chairman, let me make just one observation. 
We are starting next week to have consideration of the extension of 
the draft and also consideration of universal military training. Also, 
we have got to consider the drafting of 18-year-old boys. If you think 
you got troubles, why, you ought to see some of ours. 

Mr. MchLary. I know. 

Mr. Hatrieck. That will be one of the toughest things that we will 
have to deal with. A boy who is drafted cannot see any good reason 
why some other boy is deferred. It does not make any difference 
whether the one that is deferred is in industry or agriculture or what- 
ever it may be. The fellow that is drafted cannot see why the other 
one is deferred. And a lot of people think that if a boy is going into 
college or medical school that we should not draft him—and we have 
got that to wrestle with. 


I recognize the terrific job that the local draft boards have. They 
really have a tough one. 

Now, I just want to add to what Mr. Evins said. You have made 
a fine statement here and you have poe up some problems that 


are a little different from what we have heard. As far as we are 
concerned, we will certainly try to do everything we can in our power 
to try to work it out as best we can. 

Mr. Evins. The report that you referred to will be given careful 
study and the suggestions will be presented to the staff of the com- 
mittee. Mr. Dalmas, do you have any questions? 

Mr. Datmas. No questions. 

Mr. Leo McCormick. I would like to make a suggestion. 

Mr. Evins. All right, glad to have you do so, Mr. McCormick. 

Mr. Leo McCormick. Mr. McLain, if you will be good enough to 
state your problem on pricing and forward it to me in Washington 
so that I can have it by Saturday morning, I will be glad to take the 
matter up with the chief counsel and get an interpretation. 

Mr. McLarty. I thank you very much Mr. McCormick. 

Mr. Leo McCormick. I would like to say a word or two off the 
record, 

(Discussion off the record.) 

Mr. Evins. Thank you very much for your statement. 

Our next witness is Mr. CL. Riegel. 
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STATEMENT OF C. L. RIEGEL, PRESIDENT, TENNESSEE AIRCRAFT, 
INC., NASHVILLE, TENN. 


Mr. Riecer. My name is C. L. Riegel, and I am president of Ten- 
nessee Aircraft, Inc., Nashville. I have prepared a brief here which 
I would like to read. 

Mr. Evins. You may proceed. 

Mr. Riecet. Industrial production must convert to and accelerate 
rapidly to meet the needs of the military program. Of necessity, 
defense orders went to the large companies who serve as the prime 
contractors. Presently there is a tendency to pass business along 
to subcontractors, but it has taken the better part of 9 months for this 
to occur. 

In the interim, small businesses who serve as subcontractors or as 
sub-subs, have had a very difficult period. Shortages of material to 
fill nondefense orders have hit these small businesses with a series of 
headaches. Substitutes have had to be made, inventories have piled 
up, and last but not least financial problems developed. 

Today many of these small businesses with their unbalanced in- 
ventories have not been able to produce in sufficient volume to make 
money and as they are called upon to assume the role of subcontractors 
they lack, to a large extent, the liquidity or strength to do so on their 
own resources. 

In a recent discussion with a number of representative Nashville 
firms, the following problems appear as a deterrent in a speedy re- 
conversion to the defense program : 

1. The intermediate-sized businesses—who are small businesses— 
who will without question serve as subcontractors will need financing. 
V-loans are not readily available and I assume it is common knowledge 
in Congress that V-loans have not or are not being made because of a 
recent finding and recommendation emanating from the General Ac- 
counting Office. 

Businesses that fall in this category that have the know-how, the 
facility with available manpower, will be called upon to do from 2 to 
10 times the volume of business generally done in normal years. 
Equity money through any media is not available to them because the 
excess-profits tax makes such investments unattractive. Banks cannot 
be expected to provide the working capital due to the obvious reasons 
that if they ses care of this type of loans in addition to their normal 
business they may find themselves with an unbalanced portfolio. 
The logical method has been created—namely, the V-loan, 

I recommend that Congress act immediately to relieve the conditions 
surrounding the operations of the V-loans and direct that immediate 
relief be afforded small business. I remember reading various annual 
statements of large corporations during and subsequent to World War 
II and the statement was generally made that V-loans had been con- 
summated but that it was not necessary to use such loans. May I ask 
one simple question: Why should the loans be made to large busi- 
nesses and thus tie up the available funds and hold such funds from 

ing to the deserving subcontractors—who cannot afford to float 
bond issues and seek additional equity capital ? 


2. Then there are the smaller businesses who will be called upon 
to serve as subs to subcontractors. These include the businesses with 
100 or less employees. To them, equity money means their accumula- 
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tion of life’s savings generally of two or more men who form a closed 
corporation. They, without a doubt, have mortgages on their homes 
so as to keep the business in funds. When this group is called upon 
to expand, they can’t go to their banks for rare hey need addi- 
onal equity money—prohibitions make it impossible for the bank 
to supply working capital. This group generally goes to RFC. RFC 
has filled and is filling this necessary gap in our business credit system. 

I recommend that Congress take what action is necessary to assure 
the continuance of the present lending activities of the RFC for 
necessary civilian operations, and further, to authorize it to make 
loans in the defense program, thus making funds available to small 
businesses and manufacturers who will be the subcontractors in this 
program. 

Mr. Evins. Thank you, Mr. Riegel. The question of financing has 
not been too stressed before the hearing thus far. 

The Reconstruction Finance Corporation when it was first created 
was intended to aid railroads, banking companies, and big business, 
rather than small business. Of course, that does not hald true now. 

We have Mr. O'Donnell of the RFC. He is here. If you care to 
make any comment, Mr. O’Donnell, we will be glad to hear you. 

Mr. O’Donne wt. Mr. Chairman, I could make an observation with 
respect to the V-loan program. 

Several members dt 2a are representatives here of Government agen- 


cies have been traveling all over the country now for 8 or 9 months— 
in fact, I think we have been in Nashville within the last 2 months and 
have had an opportunity to talk to a great many small-business men 
and bankers with respect to the V-loan program as well as other 


matters, 

Now, it is true that at this time the bankers are not wholeheartedly 
entering into the V-loan program. Legislation has been introduced 
in the Congress on account of the Comptroller General’s ruling, to 
ameliorate the condition which does exist, and I assume that once that 
legislation has been passed the bankers will undertake to enter into 
the program on a far wider basis. 

I think that I should also comment that at the time of World War IL 
that the V-loan program extended to the prime contractors, but this 
time it has been extended to the subcontractors; so after the legislation 
passes, the banks will to a great extent help that situation. 

Mr. Hauieck. For the record, how is the V-loan handled ¢ 

Mr. ODonnett. The V-loan program, Mr. Halleck, is a guaranty 
by the Army or the Navy or the Air Force or the Atomic Energy 
Commission or one or two more agencies who have asked the Federal 
Reserve Board to act as their fiscal agency. 

Mr. Hauueck. So, it isa form of a guaranty. 

Mr. O'Donne tt. It is. The bank makes the loan. We will say 
that the Army in a particular case finds that the material covered by 
the contract is essential and they cannot get it in any other manner 
except by a guaranty. Therefore, they will guarantee the bank 
against, we will say, 70 or 80 or 90 percent of the loan which the bank 
makes to a contractor. 

Mr. Hauiecx. And, as the situation now exists, there are certain 
limitations upon the bank’s ability 
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Mr. O’Donnett- There are no limitations. It is just the reaction 
of the banks to the Comptroller General’s ruling under the Assign- 
ments of Claims Act. 

The Comptroller General said, if there was any default or overpay- 
ment on any claims that the Army may make against the contractor 
and if that contractor is no longer in business or he is not financially 
able to do anything about it, that they may proceed against the bank. 
So, there is a contingent liability hanging over the bank for maybe 
2 or 3 or 4 or 5 years after the contract has long since been completed 
and the money has been paid out and the deal washed up. 

The way it worked, under the contract the bank takes an assignment 
of the contract; so, the funds are paid to the bank and the bank loan 
is paid out through those funds received from the Army, and any 
balance left goes to the contractor. 

Am I making myself clear? It is a little bit complicated. 

Mr. Hauieck. That ruling was’ by the Controller of the Currency ’ 

Mr. O’Donnet. No, not the Controller of the Currency, the Comp- 
troller General of the General Accounting Office; that was his ruling. 

Mr. Hatieckx. Who introduced that legislation; do you know? 

Mr. O’Donnewut. Mr. Halleck, I can get that for you. I can also 
get you the bill. I do not have it at my fingertips. 

Now, in the interim, the general counsel of the RFC in a letter to 
the general counsel of the Defense Production Board, Mr. Bergson, 
has recommended that the RFC be authorized to make loans against 
Government contracts, which is not true today under the RFC peace- 
time lending authority. 

The President may, if he so desires—it has not happened as yet, 
but he may delegate some of the authority to the RFC to permit them 
to make loans against Government contracts, which will have a very 
salutary effect in this. 

The small concern, as Mr. Riegel pointed out, which has the know- 
how and the ability and the machinery and equipment necessary to 
make the material and to take on a sizable order, does not have the fi- 
nancial stature to do it. Until such time as they obtain the contract, 
there is no way of obtaining financing, and there is no way of fi- 
nancing it until they get the contract—so, it is a question of the 
chicken and the egg. 

Mr. Hauueck. Well, I have heard a little bit about it myself. 

Mr. O’Donne tt. If this Executive order should go into effect and 
that authority is delegated to the RFC, it would permit a small-busi- 
ness man to come to the RFC and say, “I am prepared to bid on some 
Army work,” or he could say, “I am prepared to bid on Air Force 
work. Would you make a survey as to whether or not I could get 
credit conditioned upon my getting the contract?” 

Well, assuming that we find everything in order—that he has the 
ability—he bids on this contract and he gets it, and then we supply 
the necessary working capital. It does eliminate that very awkwaril 
situation that small-business men are up against today with respect 
to Government contracts. 

Mr. Hauuieck. Thank you. That is all the questions I have. 

Mr. Evins. Mr. Priest? : 

Mr. Priest. No questions. 

Mr. Evins. Commander Ashler? 
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Commander Asuuer. I would like to suggest, I think all business- 
men, particularly those in Mr. Riegel’s position, should inquire into 
one thing, and that is the financing available from the military de- 
partments themselves, not in the form of direct loans but in the form 
of advance payments which are authorized under the Armed Services 
Procurement Act of 1947. 

There are two general categories of those: one is to provide the man 
with sufficient working capital; the second is to pay him an advance 
on a contract when he appears to be the only one able to produce it, if 
his financial condition is rather shaky and he is considered a poor 
commercial risk. That is one form of the advance payment. 

Then there is the partial-payment plan which does help in financing 
small companies because you can make arrangements to get payments 
as you e deliveries. 

suggest to you and to other businessmen to inquire into both of 
those sources. . 

Mr. Rreeet. Mr. Chairman, if I may, with your permission I would 
like to digress for a minute to another subject which affects us very 
much as a group in Nashville and which is as serious as financing. 

That is the > alg ee of pirating of our labor market. 

Now, until the Senate had a long and serious talk with Mobilizer 
Charles E. Wilson, there were very few contracts finding their way 
here, trickling down from the primes, particularly in the aircraft in- 
dustry. But, since that talk, we have been flooded with all kinds of 
business. 

At the same time, these primes have been coming in, particularly 
in the aircraft field, from the Pacific coast and elsewhere, and have 
been taking our cream off of that market. As evidence of that, I 


would like very much to show you some recent ads in some of our 
apers. 
: Mr. Curtis. I might state that we get the same ads in St. Louis, in 
our labor market. 
Mr. Rrecet. I will give you these ads. 
Mr. Evins. You may submit them. 
(The newspaper advertisements referred to are as follows :) 


{From the Nashville Tennessean, Sunday, March 11, 1951] 
EMPLOYMENT—HELP WANTED—MALE 
“A Good Place To Work” 
WESTERN Evectric Company, INc. 
WINSTON-SALEM, N. C. 
Has Immediate Openings for— 


Tabulating development worker.—Experienced in setting up new tabulating 
procedures, preparing plug board diagrams and operating instructions. 

Test set maintenance.—For maintenance of radio and radar testing equip- 
ment. Knowledge of fundamentals of radio, television and radar required. 

Electronic technicians.—Qualified in testing electronic communications equip- 
ment including radar and other UHF circuits. 

Draftsman.—With two or more years of experience, preferably in mechanical 
or electrical design. 

EPlectronic engineers.—Graduate electrical and mechanical engineers, experi- 
enced preferred, for project engineering or test planning. 

Tool designers.—Men preferred who have a tool making background plus sev- 
eral years of actual experience on the drawing board designing punches and dies, 
jigs, fixtures, and gages. 
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Permanent employment, good working conditions, 40-hour workweek, overtime 
pay, employee benefits. Write or apply in person to our employment office, 
Chatham Road, Winston-Salem, N. C. 

Goodyear Aircraft needs skilled turret lathe set-up and operators, engine 
lathe set-up and operators, milling machine set-up and operators, all-around 
machinists, sheet-metal template makers, sheet-metal lay-out and hand formers, 
metal spinners, and jig builders. 

Our representative, Mr. Harold R. Minton, will be at Hotel Andrew Jackson 
from 9 a. m. to 4 p. m. on March 13. Come in for interview. 


GoopYEAR AIRORAFT CorRP. 


AKRON 15, OHIO 


[From the Nashville Tennessean, March 5, 1951] 
HELP WANTED—MALE 
ENGINEERS 
Build your future as you help build your country’s 


Immediate openings in many categories of airplane, guided missiles, helicopter, 
and mechanical engineering. Preference given men with engineering degrees or 
experience. Also openings for tool designers, draftsmen, engineering trainees, 
and industrial artists. 

Check these advantages : 

Top starting pay, based on individual merit. 

Rapid advancement with a progressive growing company. 

Liberal employee benefits. 

Extra bonus for extended workweek. 

Engineering divisions are currently working a 48-hour week. 

Forward résumé of training and experience, date available, and references to: 


McDONNELL AIRCRAFT CORPORATION 
“Home of the Banshee” 


P. 0. BOX 516, ST. LOUIS (8), MO. 


DESIGNERS—DRAFTSMEN 
Wanted for top-priority defense work 


Write to Chas. T. Main, Inc., 80 Federal Street, Boston 10, Mass., or see 
Thomas R. Tate, special representative, on March 5, 6, and 7 at the Maxwell 
House in Nashville. 

Mr. Evins. Mr. Riegel, we thank you very much for your testi- 
mony, and the thoughts you have presented will be given considera- 
tion. These excerpts from the newspapers will be included in the 
record. 

Mr. Rrecet. Thank you. 

Mr. Evins. Our next witness will be Mr. Houston. Mr. Houston is 
a well-known and prominent banker in the city of Nashville. We are 
glad to have ‘you, Mr. Houston. 


STATEMENT OF P. D. HOUSTON, JR., FIRST NATIONAL BANK, 
NASHVILLE, TENN. 


Mr. Hovsron. Thank you, Mr. Chairman. I have heard Mr. Rie- 
gel’s remarks with interest, and I agree with him that the position of 
the small would-be contractor in the defense-production set-up is an 
unenviable one, at the present time. 
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I also with the things that Mr. O’Donnell remarked, and they 
will robabl save us some time, because he answered some questions 
that Ean t sure would be asked of me. 

However, before expressing my ideas in this particular regard, I 
would like to say that, while the banks are anxious to carry their por- 
tion of the load in financing the defense-production program, the 
banker’s primary obligation is to meet the normal credit requirements 
of his regular customers—and I may say at this point that, as a result 
of the considerable agricultural, commercial, and industrial expan- 
sion which has taken place in our part of the country in recent years, 
we bankers have been called upon to take care of these credit needs of 
our depositors in substantial volume. 

In view of this fact, we are, on the whole, unable to assume the ad. 
ditional burden of granting loans of a capital nature to defense con- 
tractors or others and still abide by the spirit of the voluntary credit- 
restraint program recently put into operation by the Federal Reserve 
Board. We fully realize our responsibilities, though, and stand ready 
to furnish working-capital credit beyond normal levels to our custom- 
ers engaged in defense production. This we will do, as was the case 
during World War II, a without the protection of Government 
guaranty. We will, of course, if the need arises, arrange V-loan credit 
for our customers whose requirements call for accommodations beyond 
levels consistent with sound banking. 

Now, with regard to Mr. Riegel’s remarks, I have previously stated 
that the role of the small would-be defense subcontractor is not good 
under the present set-up. I understand, however, that the House and 
Senate committees have approved the Renegotiation Act of 1951 and 
have forwarded same to the President for his signature. When this 
act becomes law, and it may have already been signed, a number of 
the legal problems confronting small contractors will be eliminated. 
Among these is the right of the Government. to recapture from as- 
signees sums becoming due to the Government by the assignor or a de- 
fense contract as a result of renegotiation or price revision. This has 
been a stumbling block to banks in financing contracts for obvious 
reasons. 

Another deterrent to small-business men seeking Government con- 
tracts, as pointed out recently by the Small Business Advisory Com- 
mittee of the Department of Commerce, is that a would-be contractor 
must first have obtained defense order or orders before making appli- 
cation for V-loan credit and, as is the case in many instances, this 
smaH-business man must have obtained the defense order before being 
able to qualify for the credit. 

Many small-business men advocate the simplification in general 
of the V-loan procedure by centralizing authority to guarantee in 
one Government agency. Presently the Federal Reserve acts as fiscal 
agent for the armed services and other Government departments 
authorized under the Defense Production Act to guarantee V-loans. 
While, actually, Federal presently has the authority in most cases 
to execute the guaranty agreements and notify the appropriate de- 
partment in due course, it has to date, I believe, not availed itself of 
this authority. Any simplification which would result in the speed- 
ing up of the execution of guaranties would certainly be beneficial. 

rom the above, it would seem that there is a definite need for 


making available to small business credit of a capital nature provided 
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the Government continues its present policy of spreading the burden 
of defense production over a broad . To date, recent figures 
reveal that Federal has executed guaranties covering some 200 
V-loans in the aggregate amount of $163,000,000. 

Mr. Evins. ego Are there any questions, Mr. Halleck? 

Mr. Hauieck. The statement brings out very well what Mr. 
O’Donnell says. 

Mr. Evrns. There is a need to clarify the role of finance. 

Mr. Hovusti.n. Just like Mr. O'Donnell said, Mr. Chairman, this 
is particularly a deterrent to the small contractors. Of course, the 
big fellows do not have to worry too much about that, because they 
are more financially stable. 

But, you take the little fellow. He got the know-how, let us say. 
Well, he does the job. Then, a number of years later, probably, they 
renegotiate him and they find out that he has been overpaid a sub- 
stantial amount. 

In the meantime he has drawn the money and he has spent it and 
in some cases he has gone out of business. So, they come to the 
banks and they recapture it from the banks. 

Now, that is a tough situation for the banks to be in. 

Mr. Priest. Do you think the Renegotiation Act recently passed 
would help in that particular? 

Mr. Houston. Partially it will. Now, from what I understand 
of the Assignment of Claims Act, which is not, I understand, in com- 
mittee, if we get that, I think it will pretty well obviate the problems 
that confront the bankers and contractors at the moment. 

Mr. Hatieck. Now, Mr. Houston, you referred to the voluntary 
arrangement or agreement or understanding by which bankers are 
undertaking to make certain restrictions on credit. 

Do I understand, from that, that that arrangement goes so far as to 
include loans to people who are engaged in productive enterprise 
in the defense effort? 

Mr. Houston. No; it does not, except that loans of a capital na- 
ture—say that a contractor needs money to acquire facilities for and 
equipment, tools, to perform a contract. It is beyond, I believe at the 
present time, the ability of the banks to furnish that term credit. 

Of course, any moneys advanced by the banks to pay for mate- 
rials and labor will be recoverable after the contracts are performed 
and payment is made and it is liquidated. It should not have to be 
liquidated out of earnings if and when they accrue. That is the dif- 
ference. I meant to make it clear when I stated that we would be 
unable to take care of the capital-credit funds. 

Of course, as a matter of fact, we will. We always have; we 
make certain capital loans. 

Now, the primary objective of the voluntary credit-restraint pro- 
gram is to get the banks, as far as possible, to refrain from making 
nonproductive loans from now on out and in addition to that to col- 
lect loans outstanding at the present time so that they will clear the 
decks and be able to take care of things. 

Mr. Hatiecx. Maybe I am a little bit old-fashioned, but I, thought 
that the matter of lending money was something for private enter- 
prise, generally speaking, and that the Government should intervene 
when there is an absolute necessity for it. 
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Mr. Houston. We feel that way. 

Mr. Hatteck. Are any of the requirements of the FDIC or other 
regulatory bodies acting, in respect to the banks, so as to preclude 
your making those loans / : 

Mr. Hovsron. No, sir; they have made no formal action as yet. 
As to the Federal Reserve Board, that is entirely voluntary on the 
part of the banks. But they are pretty serious about getting the 
banking system in shape where it can take care of the burden to 
finance this program. 

Mr. Evins. Mr. Houston, probably some of these questions should 
be directed to the Committee on Banking and Currency. However, 
I wonder if you would care to express your opinion on the services, 
on the use of the RFC with respect to loans to small business. 

Mr. Houston. Well, that is a sort of controversial question at the 
moment. I could refuse to answer on the basis of self-protection. 
[Longer 

I can tell you this: I think that the RFC has done an excellent job 
here. I think that everybody in the room will agree to that. 

Mr. Evins. Thank you, Mr. Houston, for your testimony. Are 
there any further questions of Mr. Houston ¢ 

(No response. ) 

Mr. Evins. Our next witness is Mr. Dresslar. 


STATEMENT OF OTIS W. DRESSLAR, PRESIDENT, NASHVILLE 
AUTOMOBILE TRADE ASSOCIATION, NASHVILLE, TENN. 


Mr. Dresstar. Thank you, Mr. Chairman. 

Mr. name is Otis W. Dresslar, and I speak to you gentlemen as 
the president and representative of the Nashville Automobile Associ- 
ation. This association consists of dealers in automotive equipment 
automobiles, trucks, financers, and banks. It has been established 
since 1924, to assist its members in overcoming the many problems 
that arise in the operation of their businesses. The board of directors 
yc = association has authorized me to report to you gentlemen as 
ollows: 

1. We represent that automotive transportation is a fundamental 
requirement in the everyday economy of these United States, point- 
ing out that thousands of communities depend exclusively on auto- 
motive transportation to enable these communities to exist. 

We point out that this country has become suburban dwellers be- 
cause individual automotive transportation has permitted this. We 
point out that automotive transportation has increased the comfort 
and prosperity of our farmers throughout the country and enables 
teachers and workers to live many miles from their places of employ- 
ment. We point out that automotive transportation has created much 
more rapid turn-over in goods and merchandise, because of its faster 
transportation. We point out that individual ownership of an auto- 
mobile creates an independence of movement for the owners, and the 
freedom to travel where and when they please. We point out that 
automobile dealers are small-business men engaged in selling and 
maintaining this automotive equipment; that these dealers are the 
warehousemen and suppliers of repair parts; are the purveyors of 
repair facilties of all kinds to maintain this tremendous fleet of auto- 
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motive equipment in usable condition at all times and under all condi- 
tions. We point out that approximately 60 percent of the freight 
moved in this country is handled by trucks; that passenger cars de- 
liver many more passenger-miles than do our railroads. We point out 
that the automotive industry is one of the largest employers of labor ; 
that this industry has tremendous payrolls and pays the largest part 
of the tax bills of the Nation. We point out that in a time of national 
emergency, such as we are now in, the economy of this country would 
collapse completely without its present fleet of automotive equipment. 
We represent, therefore, that this industry, and our business, is a vital 
necessity to the United States of America in peace or war. 

2. We strenuously object to Government interference to the discount 
structure historically set up in our business. For example, the OPS 
has recently allowed manufacturers to increase their wholesale sell- 
ing price by 314-percent on passenger cars, but has forbidden the auto- 
motive merchants any profit on this increase. This forces the dealers 
to maintain larger working capital, to invest more and more money 
in the business, with no chance of profit return on this investment, 
and to pay greater taxes on the increased value of this merchandise. 
As our production allotments are cut month by month, this profit be- 
comes more and more necessary if the automotive merchants are to be 
able to continue in business. 

We wish to point out that the original conception of the price- 
ceiling regulation was designed to maintain dealer margin profits, and 
that the original price roll-back order given to manufacturers pro- 
hibited a oF ee in dealer discounts. This conception was changed 
at the time of the 314-percent increase allowed to factories, by pro- 
hibiting dealer participation in this increase. We wish to point out 
that this latter ruling was made by the same agency that had previ- 
ously prevented such discount cuts. 

3. No right-thinking, loyal American will deny that the problem 
of defense is, of necessity, of first importance to everyone today, and 
this organization does not ask for any acts that would weaken the 
defense effort in any way. However, we strenuously object to Gov- 
ernment overstockpiling of critical materials. It has been reported 
by newspapers that stockpiles of materials such as tin, zine, copper, 
diuaae and rubber have now reached the point where they are more 
than sufficient for the necessary defense requirements for a period of 
a year or more. It has been reported that during World War II only 
18 percent of the steel production in this country was used in the direct 
war effort. Since our steel-production capacity has been increased by 
20 to 25 percent, it appears to us that, from this increased production, 
normal civilian needs can be supplied, yet still leave more steel than 
has been used before by any war effort. 

4. We strenuously object to the unfairness of regulation W as pro- 
mulgated by the Federal Reserve Board. We believe the one-third 
down requirement to be only sound business, but the 15 months’ repay- 
ment requirement has, in effect, sentenced school teachers, factory 
workers, and others making less than $100 per week to permanent 
ownership of old automobiles. We cannot understand the thinking of 
the Government in this requirement and request your utmost influence 
and effort toward having these terms extended to normal. From our 
own experience, and that of finance companies and banks, the contracts 
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of 24 months’ repayment have been the best performing contracts 
written. Please understand that we do not advocate or recommend 
short down payments or excessively long terms for repayment, but we 
do believe that a contract for the pe apn of a new automobile, with 
one-third down and up to 24 months for repayment, is sound business, 
and its continuance could not add to the inflationary tendency in this 
country. . 

Durin World War II, the OPA limited oe terms to 18 
months, Sut we wish to point out that prices of automobiles during 
that time were much lower than they are today, these prices havin 
been increased of necessity due to increased cost of labor and material. 
Therefore, the reduced repayment terms of 15 months, as at present, 
are a definite hardship on all people who need credit in their purchases. 

5. We strenuously object to any increase of excise taxes on automo- 
biles or their component parts. The automobile now bears such a 
terrific tax load that an executive of Ford Motor Co. has reported that 
nearly 50 percent of the delivered price of an automobile is made up 
of direct and indirect taxes. In addition, automobile owners are taxed 
for their oil, for their gasoline, for their repair parts, for the privilege 
of driving them, for the ad valorem value of this property, and for 
the tires they use; not only by the Federal Government but, in many 
instances, duplications of these taxes are made by the States and 
municipalities, such as sales tax, use tax, and so forth. We wish to 
point out to this honorable committee, as in the case of overtaxation in 
any other field, it is possible that this industry that is contributing 
such a tremendous amount of money in wages and taxes could be 
legislated out of existence, with the consequent loss of thousands and 
thousands of jobs. 

6. We wish to point out the recent conflicts in the regulations of 
one bureau with that of another bureau, such as OPS regulation 
SR-5 being written to include the values of radios and heaters on 
used cars at fixed sums, but that the Federal Reserve bank does not 
recognize these values and will not permit their inclusion in the loan 
value of the automobile on which they are installed. 

We strenuously object to the uncertain language in which regula- 
tions are written and to the apparent fear of these bureaus to give 
anybody an official interpretation, in writing, of this muddled 


language. 
We point out that recent new regulations have been issued by three 
bureaus covering the practices of the automobile panes, panasly 


OPS, Federal Reserve bank, and the Fair Trade’’ 
Commission. 

Gentleman, we greatly appreciate the privilege of submitting these 
views for your consideration. We believe them to be sound business 
ideas; we believe them to be in the best interest of the entire country ; 
we sincerely believe that these United States should not be hindered 
by selfish people, or by hurried and careless thinking. Many of the 
men in our organization have served in the Armed Forces of this 
country, with honor to themselves and their regiments, and we do not 
speak as hyphenated Americans, but as loyal citizens of this great 
country, interested only in its continued success. We do not ask any 
special privilege. We only ask fair treatment for one segment of 
this industry, which, as a whole, employs millions of people. 


ractices 
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Thank you. 

Mr. Evins. Thank you, Mr. Dresslar, for your splendid statement. 
Might I state that the Committee on Small ness of the House of 
Representatives was very instrumental in getting a relaxation of 

lation W following World War LI. rb 
r. Dressuar. We realize that with great appreciation, Mr. 
Chairman. . 

Mr. Evrys. I want te ask you one question. Do you agree with the 
one-third down oes 

Mr. Dressiar. We do. We think that is sound. 

Mr. Evtns. Do you think that the present 15 months is too short— 
or what is your recommendation as to how many months that should 
be ex to be reasonable ? 

Mr. Dressiar. Well, for it to be reasonable, we believe—it is the 
opinion of our directors that the new-car om should be written up 
to 24 months; that used-car paper should be permitted to be paid in 
at least 18 months. 

We believe that good, sound business practices as are dictated by 
experience can control contracts such as that better than any tion. 

Of course, we do realize that in some parts of the coun © price 
terms have gone to the place where they have been ridiculous. 

Mr. Evins. You recommend 18 months for used cars and 24 months 
for new cars? 

Mr. Dressiar. Yes. 

Mr. Evrns. Any questions, Mr. Priest, that you have of Mr. 
Dresslar ? 

Mr. Priest. Mr. Dresslar, have you noticed any appreciable de- 
crease in sales in your own organization as the result of this require- 
ment that payment be made in 15 months? 

Mr. Dressuar. I have, sir; yes. I have written you a letter regard- 
ing it and reported several cases of occurrences of my own personal 
knowledge. 

Mr. Priest. Yes; I recalled that. 

Mr. Dresstar. Most of them have involved school teachers and 
highly skilled mechanics and technicians who make good salaries but 
who are still unable to afford the new automobile which we believe 
they are justified in compe | 

I would much rather sell a person of that kind a new car than to 
someone who is dependent on a racket, for instance, I would much 
rather. 

Mr. Priest. And in many cases persons of that type find that auto- 
mobile transportation is pretty largely essential ? 4 

Mr. Dressxar. It is essential for the continuance of their jobs. 

Mr. Priest. Of course, on a car priced at $1,800, for example, a 
school teacher would be required to pay $600 down with payments 
over a 15-month period, which would run about $80 a month, and that 
is exclusive of any carrying charges. 

Mr. Dresstar. Yes; but with the insurance effective in this terri- 
tory -_ bearing 5-percent carrying charge, it would run to $103.20 
a month. " 

Mr. Priest. That is rather steep, using the school teacher for an 
example. 

Mr. Dressiar. Exactly. 
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, agree with that. 

Mr. Hattecx. Do you have an agency? 

Mr. Dresstar. I do, sir. 

Mr. Hautecx. What car do you sell? 

Mr. Dresstar. Chevrolet. 

Mr. Hatteckx. Of course, we have the controversy about the histor- 
ical discount relationship between the manufacturers and the dealers. 
I take it from your testimony that you think that is a matter of profit 
relationship rather than price control. 

Mr. Dresstar. Absolutely, sir, particularly since we are getting 
fewer and fewer units, and if we are to capture any profits at all, it 
must come unit by unit. 

Mr. Hattecx. Having rd to the situation now, the lations 
and all, what has happened generally to the values of used cars? 

Mr. Dresstar. The market, as a whole, has been going downward 
for some 2 years. In other words, cars are not a scarce item as they 
had been before, so that the law of supply and demand and the quality 
of the merchandise offered largely go into the picture. 

Mr. Hatueck. I found out the hard way about used cars very 
recently, and I know of my own observation that they have been going 
down. With possibly a few exceptions, as far as I have been able to 
discover, we do not need any price ceilings because current prices are 
well below the established ceiling as fixed in the book. 

Mr. Dresstar. That is quiteso. That is true in this territory, ve 
definitely. Our ceiling prices that we get for clean merchandise will 
average $200 to $250 less than the allowable a 

Mr. Curtis. Do you happen to know or do you have any total figure 


on credit extended oy year industry? What I am trying to ae at is 
b 


whether or not you have a figure showing, since regulation the 
comparison of the whole credit extended by the automotive industry 
to purchasers, as compared to before. 

Mr. Dresstar. I cannot give you that total, Mr. Curtis, as a total 
of the industry. I can only give you the experience in my own 


ization. 

Mr. Curtis. Let me ask you, then, if that declined since the im- 
position of regulation W. 

Mr. Dressiar. We are running on about the same proportion of con- 
tracts that are financed through our own office. I do not have any way 
of ing on the number of outside financing arrangements that are 
bees e by your customers prior to the time that they come to 
us. e oxy 1s, roughly, that we are financing about 22 percent of 
our own sales. 

Mr. Curtis. Which is about what you were doing before ? 

Mr. Dresstar. About what we were doing before, but we are losin 
customers. Customers who have been buying from us for a period o 
many years are forced to keep their old cars or to buy used cars, when 
they have been in the past habitual new-car buyers. 

Mr. Curtis. Of course, there are many people who believe that one 
of the best ways of hitting inflation is through the imposition of credit 
control. I must confess that I am among and it would indicate 
to me that it is affecting it there, and in your particular industry, due 
to the lowering of prices. However, I might comment that if other 
commodities did not have similar credit restrictions, it might be unfair 
to your industry. © 
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Mr. Dressiar. Well, Mr. Curtis, I believe that you will find reduc- 
tion in prices on used cars antedated regulation W by a considerable 
time. 

Mr. Evrns. Are there any further questions of Mr. Dresslar? 

(No reponse. ) 

Mr. Evuns. We thank you, Mr. Dresslar, for your splendid statement. 

Mr. Dresstar. I appreciate the privilege, Mr. Chairman. 

Mr. Evins. Gentlemen, we have two or three other witnesses in 
ae to the names we had on this list, whom we would like to 
call on. 

The next witness we would like to call is John Wherry, of the 
Wherry Furniture Co. in Nashville. We have not heard too much 
from the retail level of distribution. 


STATEMENT OF JOHN WHERRY, WHERRY FURNITURE CO., 
NASHVILLE, TENN. 


Mr. Wuerry. My name is John Wherry, of the Wherry Furniture 
Co. in Nashville. We are retailers of furniture, and to some extent of 
appliances. 

We certainly appreciate the opportunity to appear before this com- 
mittee. 

My problem has been touched upon by the last speaker, Mr. Dresslar, 
but it has not been gone into very thoroughly. 

Now, in our business, and I find it true in Nashville from talking 
to the other dealers and from reading the trade periodicals, that the 
furniture business since the reimposition of regulation W has been 
reduced in volume considerably. 

In fact, in my particular case it has gone down to the point where | 
cannot possibly make any money, and I am st ling to break even. 

I do not object at all to regulation W, and I think that down pay- 
ments and the terms are probably in keeping with good business 
practices in our industry, that is, 15 percent down and 15 months on 
furniture, and 25 percent down and 15 months on appliances and 
television sets, and so forth. 

But, I don’t see why a man cannot buy a bed to sleep in or a stove to 
cook on or other similar and necessary items without credit restric- 
tions—and yet he is free to buy jewelry, furs, and other luxuries 
without anything. I think it is human nature, that a person is going 
to spend their money, and if they don’t have but $5 to let go today, 
and if they can get delivery on an item, why, they will probably buy 
that, instead of something that they might need quite a bit more. 

I believe that if we had the same opportunity to deliver merchandise 
that other retailers do, that we in our business would be helped 
considerably. 

Now, as I say, I think that regulation W in the case of a small 
business such as mine—or ours, because it is a small corporation— 
is a big help in competing with larger businesses. 

Now, Mr. Jarman certainly expressed my sentiments and what he 
said applies particularly to my case, in thinking that the larger dealers 
set the price for merchandise. I certainly cannot get any more for 
a bedroom suite than a larger outlet can, and I have got to keep in 
line with them. My volume is under $250,000 annually, and I have 
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been here in business for a long time, since 1908, and we have always 
just kept it down low, particularly on account of finances and con- 
servatism, you might say—but it has gone down now to the point that 
with regulation W we are having an awfully hard struggle to make 
ends meet and even break even. 

As I say, I don’t see why we are regulated. That might sound 
contradictory, but I think that what is fair for one is fair for all, and 
it seems to me that my recommendation would be that everything 
sold on time—and I might add that 90 percent of our business is done 
on time, a from 3 months to 15 months or, of course, before 
regulation W, it runs a longer length of time because of competition, 
it was much greater than that. e had some cases where, despite 
thinking that 1t was not good business, we would accept low payments 
and longer terms—but 90 percent of our business is what is commonly 
known as the installment basis. 

It seems to me the main purpose of regulation W is to combat infla- 
tion and, secondly, probably, to conserve critical materials. 

Well, there is no more critical material in a rug, which is regulated, 
than in this suit that I am wearing that is wool or is supposed to be 
wool, and that is not regulated. So, I don’t see, as far as combatting 
inflation—it is just the same problem. I mean, some people need rugs 
just as much as a suit of clothes, and certainly a lot of people need a 
bed. Now, there is not a lot of critical material in a mattress, as Mr. 
Jamison pointed out; of course, some mattresses have steel, or most 
of them have, but it seems to me that if all installment business was 
regulated right now—of course, the variation on the automotive indus- 
try there, between one-third down is probably due to the more critical 
materials in them, I think, than anything, that is the difference be- 
tween them and furniture; and appliances differ from furniture, 
you have the difference between 15 percent and 25 percent—and that 
is understandable, but it is all based on approximately the same thing, 
it is due to the highly critical material nd 9 

Now, I believe that a lot of the money that is being channeled into 
luxuries—and, of course, I can understand why the Government, or I 
believe I can, is leaving restrictions off of certain things, it is because 
of the luxury tax, but maybe it would be better for them to lose the 
revenues from those profits and maybe increase our chances—I mean, 
they might equalize the thing whereby we would have the same chance 
to deliver a bedroom suite as a jeweler to deliver a diamond ring or a 
fur coat. 

Mr. Evins. Do you object to the 15 percent down payment? 

Mr. Wuerry. I do not, sir. 

Mr. Evrns. What about the 15-month payment, as far as furniture? 
Do you think that credit should be extended, in your opinion ? 

r. Wuerry. Well, possibly up to a certain amount, up to $500, I 
would say, I think that is plenty of time, but maybe in some cases 
where people have to refurnish completely because of an emergency, 
it 1s not. 

Mr. Evrys. How far would you go, as far as appliances are con- 
cerned, how many months? 

Mr. Wuerry. Well, that is the same thing, I think it would depend 
on the amount involved. I don’t disagree. Maybe ibly 18 months 
on bills above $500; 15 months where the unpaid balance is $500 or 
less, and 18 months above $500. 
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Mr. Evins. Your principal insistence is, as I get it, that the regu- 
lation should be relaxed or competition should be imeluded ? 

Mr. Wuerry. That is right; yes, sir, I certainly do. I think that a 
iat of joanar ie:being, away from us, and we are having an 
awfully hard time all through the tang day the furniture business. 
It is not just me personally or just the dealers in Nashville. I 
have heard things and I have been reading the trade papers, and it is 
true all over the country. 

And there is no shortage. As the man said in New York, “If this 
darned sh does not get over, I will have to build another ware- 
house.” So, there is no shortage of material. 

My problem ties in with what everybody has said here today, 
into the lack of Government contracts issued in this territory, which 
naturally has cut down the ones of people in Nashville, they are not 
making more money than they were a year ago, certainly not enough 
to keep up with increased costs of living and this increase in the cost of 
food which, of course, everybody has to suffer, and that has cut back 
their salaries considerably. 

What I mean is, that w I believe the normal amount is specified 
or considered to be, in economics, that no more than 25 percent 
should be spent for food and oe pemmnt for housing. I believe that in 
Nashville the average family today is spending 40 percent and 50 per- 
cent instead of 25 percent for food. I mean, the average laboring 
man, making $35 to $60 a week, which includes, I think, most of the 
people in Nashville, which the furniture retailer I think that 
that inc in other words, is due to not controlling as much as they 
should have been, in my opinion, the prices of f d then, too, 
the price of furniture has a? I agree with Mr. Jarman, I think 
that a manufacturing level should be enforced. 

I think that the controls should be at that level. ‘ 

Now, a lot of our furniture is fair-traded, or nationally advertised, 
so that the price is more or less set. People know what it is. Now, 
we have some items where it is not, and it would be a big help to the 
small retailer, not only the furniture but every man doing business 
under $250,000 a year—I have got to spend a lot of renee sae put in 
a lot of extra time and probably employ extra people. is what 
I would have to do, probably, in order to meet these tions where, 
with a larger concern, they would have that set-u available. 

We employ about 17 people. We have a big building. e cannot 
cut our overhead very much because of the set-up and we cannot cut 
down on sales force and office force. And yet we have these la- 
tions, and with these regulations the increased tions and the 
more help we are going to have and, with the curtailment on sales, it 
is just going to make it impossible for us to make any money or even 
stay in business for over a iod of time. 

r. Evins. Thank you, Mr. Wherry. I 0 say that Mr. Wherry 
and the Wherry Furniture Co. has been in Nash for a very long 
time and I hope, and I think it will continue. 

Mr. Wuerry. Well, I certainly hope so. 

Mr. Evins. We thank you for your statement. Are there any ques- 
tions of Mr. Wherry? , 

(No response. ) 

Mr. Evrns. Is Mr. Don Hart here yet? 

(No response.) 
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Mr. Evins. Is Mr. Eric Nelson of the Lewisburg Stove Co. here? 


’ I believe that is all the witnesses we have. We 

are going to have a few questions read in a few minutes that have 
selected by the chamber of commerce, represented by Mr. Turner. 

we do not know that the members of the Government agencies 
answer all of these Sarees ae they will be made a part of 

rd and solutions for them will probably be found. Anyhow, 

to get them into the record and have these questions read. 

if any of you want to comment, we would be glad to have you 


time. 
we do that, however, I want to call on Mr. McCormick, of 
the ECA. He is assistant to the Administrator of the ECA or Mar- 
plan program. 

Do you have a statement you would like to make, Mr. McCormick? 

Mr. Wii1am McCormick. Thank you, Mr. Chairman and mem- 
bers of the committee. I welcome this opportunity to make a brief 
statement on behalf of our agency, the ECA. 

The ECA is an administrative agency set up to administer the 
Foreign Assistance Pact which is more commonly known as the Mar- 
shall plan; and the Mutuai Defense Assistance Pact, which is the eco- 
nomic arm of the military and the economic arm of this defense pro- 
gram, of the North Atlantic Pact and of the southeast Asian program 
which we inherited at the time of the Korean situation. 

I would like to mention this fact, that there has been a general 
misunderstanding about the functions of ECA with respect to pro- 
curement. Generally speaking, ECA is not a procurement agency, 
but with respect to the southeast Asian program which I indicated we 
inherited at the time of the Korean situation, we have been using 
exclusively the services of the General Services Administration for 
the procurement of items for that part of the world. 

I would urge that any of you manufacturers or potential exporters 
who would be interested in getting into those p ms to write di- 
rectly to the General Services Administration in Washington or per- 
haps by contacting the same organization through their field offices 
for information with respect to purchases being made in the south- 


“How: well like to go back to tie oth rogram 
ow, I would like to ack to the other two the Forei 
Assistance Pact and the Mutual Defense Pact. ‘ a uy 

Both of those p ms are being handled through the normal 
channels of trade. at is to say, the importers abroad deal directly 
with exporters here in the United States. 

Now, in order to comply with the legislative mandate to give the 
American businessman as much information as ible, the ECA has 
taken certain steps whereby they have established ema business offices 
in all of our foreign missions abroad for the purpose of receiving 
on-the-spot information with respect to FE en trans- 
mitting these proposed purchases to the HCA in Washington, where 
they are disseminated to the rtment of Commerce and, more 
recently, through a network of field offices throughout the United 


We have some 750 people in 1950, as well as utilizing banks and 
other institutions connected with trade. 
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I am happy to report that right here in Nashville we have the Nash- 
ville Chamber of “yt ah and a field counselor, Mr. H. G. Huddle- 
son, 810 American Trust Building. 

Now, this information we are getting at t expense, this informa- 
tion from abroad. We realize that it is difficult under our announced 
policy to try to get information from private sources, but because of 
the fact that they have agencies in the Government to which these 
applications for import licenses are made, if we can get them at that 
time we can give American small-business men a sufficient lead time to 
contact these particular importers abroad. 

We have recently issued a list of some 97 pages of importers and 
dollar amounts and the commodities that will be circulated through 
the country concerning Italy. There is an example of the type of 
information that we are getting. These are applications that are 
applied for, and whether it is ECA of what is immaterial to the 
American businessman, whose only interest is trying to find out how 
he can sell his product to the importer abroad. 

I would urge any businessman here who is interested in obtaining 
this information directly to contact me through the Office of Small 
Business, ECA, Washington, 800 Connecticut Avenue, and I will be 
very preess to send you what we have at the present time, composed 
of all of the publications, including import manuals, up-to-date im- 
aoggl lists, and the most up-to-date information on proposed pur- 
chases. 

Before concluding, I would like to mention one other thing, Mr. 
Chairman, which I think would be interesting to the manufacturers 
of this area. 

There is consideration in Con on broadening the provisions of 
the ECA guaranty program which would for the first time permit , 
dollar convertibility on local currency earnings on intangible invest- 
ments, such as patents and techniques. 

In other words, gentlemen, if you cannot export directly why can you 
not manufacture abroad under a perfectly legitimate arrangement, 
where you as an American manufacturer with a patent or a machine 
or a particular technique, might take a firm in England and permit 
them, under the patent, under a license arrangement, to manufacture 
your machine abroad ? 

I am thinking of that because of the tremendous sterling area avail- 
able to Englishmen. They may export anywhere in the sterling area 
and, because of the royalty arrangement in local currency, the ECA 
will guaranty you, providing you have an ECA contract, which is 
usually provided in advance of such arrangement, and that will pro- 
vide you with dollar convertibility at the local rate of exchange. 

We have recently set up this license program throughout Europe 
whereby we have had in the past 3 months 167 applications from 
Americans in the smaller- and intermediate-sized concerns interested 
in just such arrangements. 

e Congress has felt that if economic stability is to be continued 
without further assistance of public spending, it 1s definitely impera- 
tive that private enterprise invest abroad, but because of the hazards 
to a company here from doing that, Co has also taken steps 
toward the guaranty, the dollar convertibility; and also against con- 
fiscation of the patent. 
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I urge you seriously to look into this phase of the program. It is 
based on the point 4 4 am that you have heard so much about, 
and this Office of Small Business in Washington is available to you, 
it is at your ole otrmem contact it. 

Thank you, Mr. irman. 

Mr. Evins. Thank you, Mr. McCormick. 

Our next witness will be Mr. Sumpter. 


STATEMENT OF THOMAS W. SUMPTER, NASHVILLE, TENN. 


Mr. Sumprer. Mr. Chairman and members of the Small Business 
Committee in the House of Representatives, my name is Thomas W. 
Sumpter, Nashville. 

I wanted to address the committee on the matter of the financing 
problems of small business—that is in connection with Government 
contracts. 

I mean by “small business” American businesses that employ 50 
people or less, businesses employing 50, 10, 25, and so on, and busi- 
nesses in which the owners or managers of the business exercise their 
skills and actually do a portion of the work, speaking primarily from 
the standpoint of financing of the small business with loans under 


bec at 
e have had some general discussion of the problem of financing 
and what you could do in case you got a Government contract. 

I would like to tell the committee from the standpoint of small 
business what happens to you if you do get a Government contract and 
then try to get ne 

At the present time I hold two small prime contracts with the Air 
Force and a small prime contract from Medical Procurement. 

Back in the fall 1 approached the RFC to discuss the problem with 
them and shortly thereafter there was enacted or at least became 
available a method of financing under the Defense Production Act 
of 1950. 

Now, as these are metal products, it fell under the Department of 
Commerce. So, I secured, around the middle of December, the proper 
application forms in quintuplicate and prepared this application and 
sent it in to Washington. It was acknowledged on the 27th and 
returned to the RFC in Nashville on January 8 for proper investi- 
gation. 

The investigation was made, the appraisals of equipment, land, 
buildings, and so forth were made and a statement was made showing 
refusal from the bank, which was received from the bank with no 
difficulty, and then the application was ready to go back to 
Washington. 

However, on January 19, the Department of Commerce requested 
that we obtain a statement in writing from the Air Force, Wright 
Field, Dayton, Ohio, that they would not finance the contract. So, 
that was done and a telegram was received and that was sent with 
the file to Washington. 

On February 15—this started back in December—meantime, I had 
made application for a small loan to finance the materials, labor, and 
a very small amount of equipment, copper, small piece of machine 
tools—on February 15 I got a call from Washington saying that 
under the President’s Executive Order No. 12010, it would now be 
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necessary for me to go back to the contanting Siow: at Wright Field 
and see whether under this Executive ord ey would now finance 
the contract. 

So I contacted the contracting officer at Wright Field and obtained 
a letter from them and it was sent into Washington on February 19. 
~ On February 27 I called Washington and talked to the Department 
of Commerce, Mr. Creedon, to try and ascertain what the status of 
the loan was. 

In the meantime, I had a delivery schedule to meet, I had materials 
to procure. 

was advised that the letter from Wright Field had been received 
and that insofar as the statement of facts in the loan application 
was concerned, it was satisfactory. 

I was then advised, in trying to obtain information on this, that 
in order to get Government financial assistance on that type of con- 
tract, the prime requirement was the ability of the contractor to 
produce. 

Well, Wright Field went on record as to their belief that I was 
able to produce, and the aircraft inspectors who made the investi- 
gation went on record also. Commercial aceounts and civilian 
accounts which I do business with made statements as to production. 

So, I called Washington on February 27 to find out whether the 
letter had gotten in and they said “Yes,” that it was there, and that 
they would try to take some action on it. Insofar as they knew, that 
was al] the information that they needed. 

At that time they stated to me that one reason that —_ the 
procedure was a little slow was that the Department of Commerce 
at that time was down to their last $10 million and that therefore 
they were only trying to finance such distress cases as they could. 

In the meantime, in order to attempt to meet my delivery require- 
ments on my contract from any source available, I was able to obtain 
a part of the money I needed so as to get part of this equipment 
that I am producing on two of the contracts and delivering at the 
present time ; on the other one I am not. 

However, I will not be able under the present set-up if this thing 
stretches out another 60 or 90 days, to complete the contract, that is, 
to take care of the total amount of labor and materials and incidental 
expenses. 

he situation in contacting the RFC to see if you could get any 
further assistance places you in the position that if you have pro- 
duced on this contract, if you have invoices, then they can make you 
an advance or loan on the invoice. 

In other words, if you can produce these contracts without any 
money, then they will let you have some money, after you have billed, 
until it comes back from the ent agency. 

I don’t know that all small business runs into that same problem, 
but I know that the majority of small businesses who out and 
take on Government contracts are not able to finance $100,000 or 
$150,000 or $200,000 contracts out of their own resources and in the 
majority of instances the banks will not go along to the extent of 
financing those contracts or cannot finance them adequtaely, - 

I would like to recommand—first, in connection with what Mr. 
O'Donnell was talking about for the RFC, during the past war the 
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com ‘that I was associated in, the majority of our contracts were 
financed by the RFC. We were able to take a prime contract and 
once we had set ourselves up with the RFC as to ability and facilities 
for producing, we could take our prime contract and go to the RFC 
and show them the amount of money that we needed for immediately 
financing of materials and get into production and get a commit- 
ment on such a loan for such financing within — of 3 to 5 days. 

Now, instead of that, under the present conditions, over 90 days 
have elapsed since this loan application has been made to Washington. 
Since February 27 I have heard nothing whatsoever by mail, tele- 
phone, telet telegram, or any other means of communication. 

I specifically requested: that Mr. Little, in the Department of 
Commerce, advise me at my expense when any action was taken, 
either favorable or unfavorable. At the present time the application 
for Government financing is dormant. 

I just wanted this a to — that to the committee, 
because there are any number of small-business men employing be- 
tween 10, 25, 50 people, who are awarded a contract, and you will 
find that they, as I have been, find it practically impossible to finance 
the entire amount of the contract. 

I thank you, Mr. Chairman. 

Mr. Evins. I am sorry, but I was called out on a phone call and so 
I did not hear all of your testimony but I will review it in the trans- 


a later. 
r. Priest, do you have any questions? 

Mr. Priest. I do not believe I have any questions. 

This problem of small business in its efforts to obtain loans is 
certainly something that the committee will want to go into, I am 
sure. I do not have any questions. I wonder if Mr. O'Donnell from 
the RFC might have some observations. 

Mr. Sumprer. Mr. Priest, I think that the greatest difficulty en- 
countered there is the fact that we cannot act any information. The 
last time I talked with the Department of Commerce I asked specifi- 


cally if I could find out when they could get this thing closed, whether 


it would be 30 days, 60 days or what, an 
was, “Don’t pin me down, I don’t know.” 

Mr. Priest. I think that you should have gotten some kind of an 
answer about the long delay. 

Mr. Sumpter. Well, we do have to know, because the small-business 
man has a delivery schedule to meet. 

Mr. Evins. Mr. Curtis. 

Mr. Curtis. I have a question. That contract was with the Air 


Force, say? 

Mr. P een. We do have one with the Air Force, yes, sir, a prime 
contract. 

Mr. Curtis. Can you tell me, Commander, why they do not ad- 
vance money in these matters ahead of time? 

a Asuter. Congressman, without knowing more about 
the Ks I cannot answer it specifically, but I can generalize, if you 
wish. 

Mr. Curtis. Yes. 
Commander Asuuer. An advance payment is ordinarily made only 
to a man who has something in the nature of exclusive facilities. In 


the gentleman’s reply to me 
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other words, if we could not get elsewhere what we were getting 
from him, then they would probably entertain advancing. 

Mr. Sumprer. The Air Force has made a statement of that type. 
In addition, they have also made the statement that it is not their 
policy—and I assume that would be the policy of the Navy—that it is 
not their policy to make advance payments on contracts awarded on 
competitive bidding. 

Commander Asuier. That is correct. Advance payments are re- 
stricted to contracts which are negotiated. 

Mr. Sumrrer. And they have made the statement that it is also not 
their policy—while it was not stated in letter, I was at Wright Field 
and it was stated in conversation—it is also not their policy to make 
advance payments to a contractor who has not previously contracted 
with the particular procuring agency, unless you were in the position 
of furnishing something that could not be secured elsewhere. In other 
words, once you were established as a producer for several years with 
the Air Force, you will not encounter too much difficulty from that 
question. 

Mr. Evins. Mr. Hughitt, do you have any observation ? 

Mr. Huenirr. If the gentleman will be enough to give me the 
details, we will get the information need 

Mr. Sumpter. I will certainly be glad to give it to you. If Com- 
mander Ashler remembers, we had a meeting sometime back, at which 
time I think a Mr. Kelly was down there and I gave Mr. Kelly all of 
that information and the—“the situation is normal.” [{Laughter.] 

Mr. Evins. Mr. O’Donnell, do you have any Sncivetiont 

Mr. O’Donnett. I might make this observation. Mr. Sumpter 
commented that during the last war RFC took from 3 to 5 days to 
give a man an answer. At that time the RFC had broad emergency 
powers which today it does not have. 

This situation, as outlined today, has been outlined to us innumer- 
able times across the country, and assuming that the Executive order 
that I discussed a little earlier is acted on favorably, this situation 
can be corrected rapidly. 

Mr. Evrns. Are there any further questions or observations? 

(No response. ) 

Mr. Evins. Thank you. 

Mr. Betty is the next witness. 


STATEMENT OF BEN R. BETTY, JR., BETTY MACHINE CO., INC., 
NASHVILLE, TENN. 


Mr. Berry. Mr. Chairman and gentlemen, my name is Ben R. Betty, 
Jr., of the Betty Machine Co., Inc., Nashville, Tenn. We operate a 
screw machine and we manufacture under contract for the big manu- 
facturers and our business is a long-run proposition. Our prices, as 
the quantities increase, come down. 

Now, most of our work is in brass and it has been; we also run some 
steel stuff for Ordnance, for the Cincinnati Ordnance. 

Now, not long ago I received this sheet of surplus brass from New 
York, from P & P, where they have surplus, 20,000 pounds at-a price 
of $49. That is the base price of brass today, and I received it before 
at $32.23. I notice down here it says, “f. o. b., New York.” 
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Now, that was imported brass, and it looks like to me, gentlemen, 
that it should be looked into, instead of paying this fellow the differ- 
ence between $32 and $49. And we cannot get that material. 

(The information was later received from Mr. Betty.) 


P & P INDUSTRIES 
NEW YORK 7, N. Y. 


Free-cutting brass rods, round 
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Prices are f. 0. b. New York pier. Minimum order: 1,000 pounds; 25 percent 
deposits with the order. Balance to be paid against invoice. All the material 
listed is offered subject to prior sale. No “DO” priority rating necessary. Your 
valued inquiries for other materials will receive our prompt attention. 

Mr. Evins. Thank you, Mr. Betty. 

The ee of material in wartime or peacetime seems to be criti- 
cal and—— 

Mr. Berry. Well, these prices don’t mean anything, we might just 
as well have a deal at $10,000, it doesnot make any difference, we 
cannot get the material anyway. It is just a hunting license, and we 
already had that. 

Now, last week, we bid on a job at Dover, opened Friday evening. 
By Thursday at 2 o’clock we finally had the Columbia Steel Shafting 
Co. of Pittsburgh figure up the tubing on this job. 

Now, that is running it pretty close, to get out air mail, special de- 
livery, to Dover, to open the next day at 2 o’clock, which is 1 o’clock 
our time. 

I still think that Ordnance, when they let jobs to help out the little- 
business man, that they ought to have some place in the country where 
the material has been arranged for our information. 
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Mr, Evins. Mr. Betty, our staff is in daily contact with Ordnance 
and they will appreciate your testimony. 
Our next witness is Mr. Wagoner. 


STATEMENT OF W. G. WAGONER, PRESIDENT, AMERICA & 
SOUTHERN CORP., NASHVILLE, TENN. 


Mr. Waconer. Mr, Chairman, my name is W. G. Wagoner and I 
am president of the America & Southern Corp., of Nashville, Tenn. 
e manufacture electric water heaters and electric apartment-size 
ranges. We organized our business in 1945 and we started in 1946 
and we have just completed the fifth full year of operation. 

My comments probably are going to be a little different from a lot 
you have heard today. I missed most of this afternoon’s conference, 
due to the fact that I had some previous business. 

We, you might say, are a normal small business which is local and 
was organized in the last 5 years. We started our business the first 
year with approximately $200,000 volume and each year we have in- 
creased from 40 to 62 percent. Our problem is similar to a lot of 
others, I am sure, in that we are still increasing and are having our 
problems on the tax situation which occurred this last year, due to 
excess-profits tax. We feel that our taxes were excess, of course. We 
feel that way due to the fact that, as a growing concern we feel that 
we should be given some consideration. We are not an old estab- 
lished concern. We started out from scratch with an empty build- 
ing, and last year we produced a volume of approximately $1,250,000 
during 1950—each year, as I said, we had 40 to 62 percent increase. 
The last year our volume increase was 62 percent and our tax increase 
was 523 percent; our gross profit increase was 233 percent. 

Now, that might seem like a considerable increase, but it is a nor- 
mal increase over a period of years. It is being built up and it is 
not a—well, we are not a “war baby.” We did not make it because 
of the Korean situation. 

Mr. Evins. Mr. Wagoner, do you have any war contracts at this 
time, your company? 

Mr. WaGoNER. We have not. We have been producing our regular 
products, which include water heaters and ranges. 

Mr. Evins. Are you in a position to convert your equipment for es- 
sential materials and products at this time if needed ? 

Mr. Wagoner. We definitely are. Along those lines, this after- 
noon I had been discussing a new building. Well, with the restric- 
tion of 50 percent down payment, approximately, on new construction, 
and considering your high taxes, those have presented a problem, 
as far as we are concerned. It is a problem to us as to whether to 

and make our normal expansion each year as we have been doing 
in our regular peocaee and—— 

Mr. Evins. you feel that you are going to be able to get suf- 
ficient material to continue? 

Mr. Waconer. Well, we have the NPA regulations; but even so, 
there are new products which are not affected. by the NPA regula- 
tions which we are considering adding to our line. We haye that 
in mind. We have added new items each year and we are considering 
those new items at the present time. 
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Mr. Evins. And can you use substitute materials in these new 
items ? a 

Mr. Waeonrr. That is right. ; 

Mr. Evins. Are there any questions or any further observations? 

Mr. Curtis. Your problem, basically, is a tax problem? __ 

Mr. Wagoner. Taxes, coupled with your restrictions on building, 
they have limited us and I am sure it has a lot of other concerns. 

Mr. Curtis. I see what you mean. 

Mr. Wagoner. What we want to do is—well, let me put it this 
way, in other words; in a political campaign it takes a certain time 
to get your ball rolling. In a business it is taking — we might say, 
5 years to get where we are and we have got our ball rolling. Now, 
the limitations which have been placed in front of us at the present 
time are going to slow down that ball, so to ger While we are 
willing to forego a little business in view of the situation, still we 
would like to continue on and keep that ball rolling, you might say, 
even if it takes defense contracts, which it probably will. We would 
like to cooperate there. 

Mr. Evins. Are there any other questions? 

No ay 

r. Curing. Mr. Chairman, if you please, I would like to go on 
record as asking that the record be kept open so that this Chamber 
of Commerce industrial mobilization committee can continue hear- 
ing the evidence and send some of the hardship cases to you people 
so that _ can figure out what you might do. 

Mr. s. The committee will be pleased to receive further com- 
munications from any of the businessmen. 

Now, we will see if there are any questions, from the witnesses 
who have testified. As I read off the names, you may ask your 


oo. The first witness we had this morning was Mr. McCann. 
believe he has some questions. 
Mr. McCann. Well, I have these stock lists, or one of them here. 
I will just pass it around. Probably you will want to avail yourself 
of it. You will notice that it offers steel for immediate delivery. 
I will make this stock list an exhibit to my testimony this morning. 
Mr. Evins. It may be included. 
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(The stock list referred to is as follows:) 


ALL StaTe Sates Co., 
Detroit, Mich., February 6, 1951. 
(Attention: Steel purchasing agent. ) 
GENTLEMEN: We offer for immediate delivery subject to prior sale the fol- 
lowing : 
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SHEET, STRIP AND COIL—Continued 
ROUNDS 
STRUCTURAL STEEL 
plates up to 3” thick. Send us your requirements, 
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channel 
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steel, not listed. 
LAST MINUTE ARRIVALS 
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If you can use any of the above items, please contact us at once. However, if 
none of the above meets your present needs, please send us your full require- 
ments. Contact Ben Cohen. 

Very truly yours, 


Aut Strate Sates Co., 
Ben COHEN, 


New address: 18109 James Couzens Highway, Detroit 35, Mich. Phone, Dia- 
mond 1-1444. 

Mr. McCann. Thank you. Also, I would like to state further that 
due to the fact of the steel shortage and not being able to construct 
jobs of steel, it not only puts our business on the but it stops all 


of the new construction, any construction. In other words, anything 
else that goes into the building is stopped because of the steel sheatng, 
they are curtailed due to that fact, and that hurts everybody in the 
construction business. 

Another statement I would like to make is in answer to a question 
that was asked me when I testified : Did I have any defense plant con- 
tracts where we do not have steel available for them? 

Well, Mr. Chairman, I have one in your own home town where we 
are not able, as yet to get steel. 

Mr. Evrys. You cannot get a steel supplier—well, I assure you I 
will cooperate with you. 

Mr. McCann. Yes; if you will; that steel will contribute to defense. 

Mr. Curtis. I appreciate that, because I was the one that asked the 

uestion. 
: Mr. McCann. Yes; you asked it. Well, there are others that would 
be defense plants if they had defense work. If we had defense work 
we could be considered defense but we do not have defense contracts; 
they are not available. 

Mr. Evins. Off the record. 

(There was a discussion off the record.) 

Mr. Evins. Would you comment, regarding these documents you 
have submitted, haar. 2 the heading on the list, “Available to us— 
not owned by us”? 

Mr. McCann. Well, it says here, “Emergency Steel Service”—if I 
may call the name, out of Chicago, and it says—it does not give 
the date—‘“received yesterday” and it is their stock list No. 73. 

Mr. Evins. It is a stock list of steel products? 
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Mr. McCann. Yes; “available to us—not owned by us,” and it says, 
“immediate delivery.” 

Here is one item that I am particularly interested in, 3¢-inch plates, 
60 by 240 inches, I1 cents a pound, f. o. b. Los Angeles—by the way, 
the that are selling that steel are in Chicags. 

~ : 8. Eleven cents a pound; what would be the ceiling price 
on that 

Mr. McCann. About 6.85 is the normal warehouse base price at 
Nashville. 

Mr. Curtis. Almost 100 percent more. 

Mr. McCann. Yes, sir; and here is another one down the line—this 
stock list goes up to—well, I see one here, 18- gg a by 96 
inches, an those are as high as 18.85 f. o. b. New ‘ork. Here is an- 
other one—— 

Mr. Curtis. I wonder if you will give us your estimate of the ceiling 
price when you read that. 

Mr. McCann. Well, these increases are all about the same. 

Mr. Curtis. You mean about a hundred percent mark-up ¢ 

Mr. McCann. About 100 percent mark-up on those prices; in some 
cases even more. 

Mr. Curtis. Thank you. | 


Mr. Evins. The evidence which you have presented here of prices 
in excess of the freeze order will be certainly given careful considera- 
tion. 


Mr. McCann. Well, I might say that this 18.35 is nearly 200 per- 
cent over the — 
Mr. Curtis. u. 

> egies comment, as I did this morning, 


° 

Mr. McCann. And I m 
and make the statement 
weeks, 

I have one here from another concern in New York which has 
similar materials available in Chicago, Detroit, Philadelphia, and in 
other places, with prices ranging from 7 cents, which it was before, to 
11 cents for today on this list. I believe that is about the highest that 
I see on this particular stock list. 

So, that bears out my statement of this morning that the prices 
memes increased nearly 50 percent since—well, within the last 2 or 3 
WweeKS. 

Mr. Evins. Mr. McCann, here is the card which has the questions 
that you wrote in your handwriting, if you want to read them. 

Mr. McCann. Yes. 

Well, these neepen to be not my questions, they were just handed 
to me to give to the committee. It does have my name at the top, but 
it is signed by Bob Fulcher, Jr., and it says: 

Ask Mr. Cline what percent of this foreign steel came from the United States 
to start with. 


In other words, what percentage of the foreign steel we are getting 
is United States steel, raaeutactorad in the United States. 

Mr. Evins. Is Mr. Cline here? 

We understand that Mr. Cline is gone. 

Mr. McCann. Well, I can answer that. 

Mr. Evins. All right. 


t prices had increased in the last few 
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Mr. McCann. We know there have been some steel, American steel, 
as for example the Bethelehem steel which went across the water, it 
was shipped over there and then shipped back here and sold as for- 
eign steel. 

Mr. Eyrns. That isa pa revealing statement to the committee. 

Commander Asnizr. If I may interrupt, I think it is only fair to 
ask whether, if in his opinion, that was arranged by design of the stee] 
company or whether it was a true shipment and for some reason or 
poner not used by the country that intended to use it and which, 
because of the shortage, is coming back. 

Mr. Evrns. That needs to be looked into. k 

Mr. McCann. Frankly, we think it was lend-lease steel ee 
over there and then shipped back. I want to be frank about that. 
That is my honest belief. 

Mr. Evins. Are there any further questions? 

(No response. 

Mr. Evrxs. We want to thank you, Mr. McCann, for your addi- 
tional testimony. 

Mr. Enorert. Mr. Chairman, my name is Frank Englert and I am 
with the Englert Engineering Co.. Nashville. I have a question 
here. 

Mr. Evins. All right. 

Mr. Enoatert. How would the CMP regulation affect it when it 
becomes a Aner in June? 

Mr. Evins. You are asking Mr. Hughitt? 

Mr. Enaterr. Yes. 

Mr. Evins. Mr. Hughitt, did you understand the question ? 

Mr. Hventrr. No; I did not. 

Mr. Evrns. Would you repeat it, please? 

Mr. Enetert. How would the CMP regulation affect the present 
steel orders when it becomes effective June 1? 

Mr. Hvuenrrr. No. 1, I did not know CMP was going to be effec- 
tive June 1. However, there is no question that it is being given 
very serious consideration, but if it becomes effective it will probably 
be July 1. Until that time all orders will automatically be handled— 
but allocation in the CMP as it is being proposed or being considered 
will be for steel, aluminum, copper, only for defense and defense 
———s programs. Does that answer your question, sir? 

r. Evins. It has not been put in effect yet? 

Mr. Hvuentrr. No. 

Mr. Enoverr. It is more or less definite it will be July 1? 

— oo There has been no announcement made; it has been 
planned. 

Mr. Evins. Do you have any more questions? 

Mr. Enetert. I believe that is all. 

Mr. Furcuer. My name is R. G. Fulcher. Now, we have heard 
all day that steel is critical. 

Now, could I suggest to the committee that they use their influence 
where it is possible to get the builders of these pF acta plants to go 
back to masonry construction and do away with some of this critical 
steel mirigy : 

_ I mean, the Government right here in this area is using aluminum 
siding—I don’t want to step on anybody—but, they are using alumi- 
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num siding to beautify, when it is a critical material. Masonry will 
last for a time. If the committee could use their influence to 

them to do that, it would relieve some of the steel shortage, if 

y could get the builders to use yeaa ag aI 34 that would take 
care of it and it might speed up the whole building program a little 
bit. 
Mr. Evins. The question of using substitutes is always under 
consideration. 

Mr. Futcuer. Well, that is not a substitute, because the others have 
been used since masonry started—they are the substitutes. 

Mr. Evins. Thank you. Mr. Turner of the Chamber of Commerce 
Committee has been very kind in helping us, and he has selected the 
questions. Will > read the next one, Mr. Turner? 

Mr. Turner. Here is one from Mr. Shaffield: 

Instead of using the Jarman suggestion of exempting small retailers from 
price control, would it not be more practical to control the manufacturer's price 
and allow the jobber and retailer to add his normal mark-up or profit? This 
would not be difficult for anyone to understand and it would narrow the OPS 
control problem to a smaller field, that is, the manufacturing field. 


On wage control I would say the Jarman exemption plan is O. K. It would 
place the small manufatturer and retailer in a competitive position in bidding 


for and in keeping employees. 
Mr. Evrns. That question is being given consideration. 
What is the next question ¢ 
Mr. Turner. This question was not signed : 
Where a certificate of necessity has been granted for the construction of new 


production facilities, how can small business secure assistance in procuring the 
necessary steel and electrical materials? 


Mr. Hueurrr. Do you want me to answer that? 

Mr. Evins. If you will. 

Mr. Hueutrr. There is no priority assistance available just on the 
basis of a certificate of necessity. 

The certificate is in reality only one thing; it provides for the in- 
creased, accelerated depreciation of the new expansion. 

However, it is quite obvious that. at the present time no priority 
can be given, but I can assure anybody who is in that position that the 
Small Business Office of the National Production Authority will do 
all in their power to obtain material for them, except there will be 
no priorities. 

Mr. Datmas. I do not want to pretend to know more than Mr. 
Hughitt, but there is a Plant Expansion Section in NPA which, as I 
understand it, at the present time is working toward the goal, with 
regard to all of the materials that are needed Sor any particular plant 
expansion, whether it be a steel plant or whatever it is, that has been 

anted a certificate of necessity, working out a system of priorities 

or the construction of that project. 

Mr. Hueurrr. That wuld be an administrative problem. 

Mr. Evins. Are there any more questions? 

Mr. Trupen. I have one. 

Mr. Evins. Give your name and address to the reporter. 

Mr. ‘broven. F. A. Truden, Southern Finishers, Inc., Nashville. 

Mr. Evins. What is your question ? 

Mr. Trupen. What steps are being taken to prevent or limit capital 
expenditures by large industries which will in effect reduce or elimi- 
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nate the need for established small shops who have in the aggregate 
adequate facilities and skills to do a large portion of defense work 
through subcontract awards? 

Mr. Hventrr. If I may answer, all of the certificates of necessity 
are considered in NPA. 

Now, as far as the Office of Small Business in NPA considers them, 
as far as we are concerned, we have assumed somewhat of a negative 
attitude in that respect, in that we do not that a certificate of 
necessity should be approved if adequate subcontracting is available 
to take care of that job without. That is a very strong policy. I can 
assure you that we will endeavor always to be sure that the subcon- 
tractors in that area cannot take care of it—it frequently happens 
that they have no knowl of it. 

Mr. Truven. The reason I asked that question is that we happen to 
be in the metal-finishing business, the electroplating business, which 
was something that has not been too prominent in the South until 
recently—however, there are possibly 200 or 300 electroplating shops 
in the country. 

During the last war we had a very serious situation, in that the 
large manufacturing companies went head over heels in the purchas- 
ing of new equipment, installing electroplating and metal-finishi 
equipment, in face of the fact that there were adequate facilities avail- 
able. It made a mortality rate of something like 50 percent in the last 
war, and it is a problem that is confronting us today. 


Mr. Hueutrr. I know exactly what you are talking about. 
Mr. Trupen. And since we know what kg 

war, we do not want to see it happen again. 
Mr. Evrns. Are there any further questions? 


during the last 


(No response. 
Mr. Evins. May I say on behalf of the committee that we —°. 
ciate the testimony of you gentlemen. We hope that we can be of 


help to you all. 
e have a letter from Mr. Justin Potter which will be included in 


the record. 
(The letter referred to is as follows :) 


NASHVILLE Coat Co., INc., 
Nashville 3, Tenn., March 16, 1951. 
Mr. W. Ratpn LAWRENCE, 
Chairman, Industrial Mobilization Committee, 
Nashville Chamber of Commerce, 
Nashville, Tenn. 
Dear Mr. Lawrence: In response to your letter of the 15th, will hope to attend 
the meeting and in the meantime will express my views as suggested in your letter. 
As a small-business man, being responsible for the operation of a number of 
small businesses, I am completely convinced that the most help the Government 
ean be to small business is to cut down the number of regulations, ruies, an inter- 
ference with business in general. Second, it seems to me that the most help that 
the Government can be would be to cut out nonessential spending, wasting money 
in foreign countries under the claim of it being war effort, and other spending 
under the name of war effort which is not really preparation to defend this 
country. 
It seems to me most essential that our chamber take the position of urging a 
reduction of spending in our own district as an example and as a proof of our own 
sincerity. 7. 


Respectfully yours, 
Justin Potrer. 
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Mr. Turner. Upon behalf of the Industrial Mobilization Commit- 
tee I want to express their appreciation to everyone participating in 
this fine program y. 

To the Members of Congress, may I _ say that we appreciate 
this opportunity for Nashville and middle Tennessee businessmen to 
present their problems directly to this committee. 

We are indebted to the witnesses who have so ably told the story of 
their industries and the problems they are facing. 

We are indeed appreciative to all of you who have been present today 
to listen and add corroboration to the presentations made by the sev- 
eral witnesses. 

We are indeed hopeful that the.information given to this committee 
today will assist Congress in correcting many of the difficulties under 
which business is = operating. 

The Industrial Mobilization Committee is happy to have had a part 


in this pregram since it affords us another opportunity to be of assist- 
ance to local business in the solution of their problems. 

Mr. Evins. Thank you. The hearing is adjourned. 

(Whereupon, at 4:55 p. m., the hearing was adjourned to reconvene 
Thursday, March 29, 1951, at 2 p. m. at Atlanta, Ga.) 
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House or RepresENTATIVES, 
Suscommirree No. 1 or Tug Seiect 
ComMiItTEeE oN SMALL Business, 
Atlanta, Ga. 

The subcommittee met, pursuant to notice, at 2 p. m., in the Taft 
Hall ogo} acggaam men Atlanta, Ga., Hon. Joe L. Evins, of 
Tennessee, presiding. 

ceeds te ne EE Evins (presiding), Clarence G. Burton, 
of Virginia; Charles A. Halleck, of Indiana; and Thomas B. Curtis, 
of Missouri. : 

Also present: Victor P. Dalmas, executive director of the select 
committee staff; W. Roy Ulrich, manager, chamber of commerce, 
Atlanta, Ga. 

Presenting representing Federal agencies: John S. Bartlett, field 
representative, National Production Authority Charles F. Hughitt, 
Assistant to the Director, Office of Small Business, Nationa! Produc- 
tion Authority ; Commander Philip F. Ashler, Deputy Director, Office 
of Small Business, Department of Defense; Leo H. McCormick, As- 
sistant to the Director, Office of Price Stabilization; Walter J. 
O'Donnell, Manager, Office of Small Business, Reconstruction Fi- 
nance Corporation, and Hugh K. Mahon, Regional Director, General 
Services Administration. 

Mr. Utricu. Gentlemen, I believe we are finally ready to go on with 
the hearing. 

Several weeks ago, Congressman Jim Davis called our office and 
told us about the hearing scheduled for today and asked us to com- 
municate with manufacturers, primarily, about some of their problems. 
So, the Atlanta chamber, in cooperation with the Association Indus- 
tries of Georgia, did communicate with quite a lot of business people. 

We apologize for the delay in arrival of the committee; rather, 
we apologize for the wash-out about Dalton which delayed them. 

I want to extend the most cordial welcome to the members of the 
subcommittee of the House of Representatives Committee on Small 
Business. I am sure they will listen to your problems sympatheticall 
and we hope as the feentt of this and other hearings much good will 
accrue to business, the community, and the public. [Applause.] 

Mr. Joe L. Evins, Representative from Tennesse, will preside at 
the meeting. At this juncture I will turn the meeting over to you, 
Mr. Evins. [Applause.] 

Mr. Evins. Thank you, Mr. Ulrich. 


207 
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Businessmen of Atlanta, we are most delighted to be present here. 
I speak for all of the members of this subcommittee of the Committee 
on Small Business of the House of Representatives and for the repre- 
sentatives of Government departments who are here. 

Mr. Ulrich, it is we who should apologize, not you, for the delay 
in our arrival. 

We assure you it is a great pleasure to be in your great city, Atlanta. 

Now, we are not going to have any more preliminaries use of 
the lateness of the hour. Weare going to try to hear as many wit- 
nesses as possible within the time that we have. However, I will 
make this opening statement regarding the committee and its purpose. 

These heari ing held here today are a part of a series of Nation- 
wide hearin ing conducted by the House Small Business Com- 
mittee, for the pu of receiving testimony first on the problems 
of small business related to the national emergency; secondly, to get 
first-hand information of the extent of the participation of small 
business in Government procurement; and, third, whether the policy 
of the Congress is being carried out, namely, that small business shall 
receive a fair and proportionate share of all Government contracts in 
the defense effort and mobilization — We are also very much 
interested in receiving information on the special problems of specific 
business groups, of individual small-business men and independent 
business enterprises. 

The Committee on Small Business has been in existence some 10 
years. It was formed shortly after Pearl Harbor, 3 days before, in 
fact, and since that time it has performed a herculean task in aiding 
small business in the matter of contracts, the procurement of essential 
materials and supplies, and in endeavoring to ease the difficulties of 
small-business men. 

This subcommittee will endeavor to take pl ropriate steps to 
straighten out some of the supply and other problems now crucially 
a many small-business men and to be of helpfulness wherever 

ible. 
Poa y I take a minute of your time to stress the nonpartisan approach 
of the committee in dealing with small-business problems. re- 
ports issued by the committee during the past 10 years. have, almost 
without exception, been unanimous reports. Studies and investiga- 
tions undertaken by the committee over the years have been conducted 
in an atmosphere of unity. 

It was through the direct efforts of the Small Business Committee 
of the House that the Smaller War Plants Corporation came into 
existence, which agency aided small business through financing con- 
tracts and securing such contracts. It also was instrumental in chan- 
neling needed material to small concerns to fulfill these contracts and 
to supply the necessities of the civilian population. 

The hearings recently embarked upon by the committee throughout 
the Nation are the result of recognition by the House Small Business 
Committee of the many vexing problems confronting small business. 
We of the committee Lefieve, and sincerely believe, that small and 


independent business is the keystone of our oom eo economy— 
the backbone of our American economy—the bulwark of qur free- 
enterprise system. Smal] and independent business supplies com- 
petition in many fields of endeavor where, without its vigorous and 
successful efforts, competition would not exist. If we are to preserve 
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and foster our competitive system of free enterprise during the criti- 
cal years ahead, Sy med on ten hes small business is afforded an 


equal opportunity in ing defense contracts and in securing suffi- 
cient materials rd play its fall part in supplying eacential crvilian 

It is in recognition of these facts, that these series of hearings are 
scheduled and are being conducted throughout the Nation. all- 
business men from all walks of like are welcome in this forum espe- 
cially provided for them. We want to hear about your problems in 
detail. This is your committee, gentlemen. The testimony which 
you give will be transcribed by an official reporter of the committee 
and later printed as a document of the House of Representatives. 
The information which you gentlemen provide will be brought to the 
attention of the Congress, and where appropriate, to interested agen- 
cies of the Government. 

We sincerely hope and trust that you will have no fear in testifying 
before the committee. If, perchance, it should eventuate that your 
larger suppliers undertake retaliatory methods because of your testi- 
mony, we assure you that the committee is prepared to take immediate 
and helpful action in your behalf—and we have here with us repre- 
sentatives of interested agencies of the Government who also can learn 
first hand of your needs and desires and can thus be in a better posi- 
tion to cooperate with the committee in your behalf. 

In a national emergency such as was declared by the President on 
December 16, 1950, the problems of small and independent businesses 
multiply to a arene extent than those of its larger competitors. The 
thousands of letters and complaints received by the committee in the 
past few months are evidence of that fact. We have a sincere and 
earnest conviction that the full and complete record of the heari 
now being undertaken by the committee through its three subcommit- 
tees, will be a great force in bringing about a solution to most of the 

roblems now affecting small business. Your committee—the House 

mall Business Committee—is dedicated to that proposition and we 
shall not fail to do our best to forcibly present your problems to the 
executive departments and to the Co ’ 

Copies of the transcript are available by contacting the official re- 
porter who is taking down these p i 

And now I want to introduce the members of the subcommittee 
very briefly. First, Congressman Burton, of Virginia. Clarence, 
will you rise? 4 pa Py 

Congressman Curtis, of Missouri. [Applause.] 

Co Halleck, of Indiana. fAp lause.] Congressman 
Halleck is the minority leader of the House Small Business Commit- 
tee and has been a member of it since its inception and has rendered 
valuable service to the committee and to the small business economy 
of the Nation. [Applause.] 

Accompanying us are representatives of the Government depart- 
ments who, we hope, will have answers for you, to your questions. 

It is going to-be our procedure to hear the testimony and later on 
answer such questions as time will permit. 

Mr. Bartlett of the National Production Authority. [Applause.] 

Mr. Hughitt of the National Production Authority, Office of Small 
Business. [Applause.] 
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Commander Ashler, Department of Defense, Office of Small Busi- 
ness. [Applause.] 

Mr. Mahon, regional director, General Services Administration, 
Atlanta, Ga., one of your local men. [Applause.] He was with us in 
Nashville yesterday and we are mighty pleased that he could be there 
and here. [ Applause. | 

Gentlemen, we appreciate your kindness and cooperation. We cer- 
tainly appreciate the cooperation and all of the courtesies of the 
chamber of commerce in making these facilities available and pro- 
viding the witnesses. 

And now we will go on to the witnesses and we will hear from as 
many of them as we can. 

Mr. Brashears is listed as the first witness. Mr. Caye. 

Mr. Care. Mr. Chairman, my name is Caye, and I am with the 
same firm and substituting for Mr. Brashears, with your permission. 

Mr. Evins. You just go right ahead, sir. 


STATEMENT OF W. C. CAYE, W. C. CAYE CO., ACCOMPANIED BY 
JACK M. HALL, HALL STEEL CO., AND LOUIS ARONSTAM, SOUTH- 
ERN G. F. CO., ATLANTA, GA. 


Mr. Care. My full name is W. C. Caye, of the W. C. Caye Co. I 
would like to have two other businessmen sit with me here as I read 
this paper, if that is permissible. 

Mr. Evins. Fine. 

Mr. Carr. They are Mr. Jack M. Hall, of the Hall Steel Co., and 
Mr. Louis Aronstam, of the Southern G. F. Co. I presume that you 
may have some questions to ask and I would like to have these men 
beside me when they are asked. 

Mr. Evrns. If you gentlemen have a prepared statement, it will 
be, possibly, just as well to turn it over to the reporter. We are going 
to try to keep to a time limit of about 10 minutes for each witness, and 
that procedure should facilitate the hearing. Whatever you have to 
say will be transcribed and made a part of the record, and your full 
statement will be included in the record. 

However, that is merely a suggestion in the interest of saving time. 
You may proceed in your own way. You may either submit your 
prepared statement or you may summarize it or you may read it; it is 
up to you. 

Mr. Care. Thank you, Mr. Chairman. 

The fact that directives, or this ed reer, have been granted to 
prime defense contractors by the National Production Authority, 
through its agents, the Atomic Energy Committee, to purchase steel 
for reinforced concrete structures, and fabricate it themselves, is 
virtually putting our industry out of business. This is a very serious 
condition in that most of the companies affected are relatively small, 
and therefore will be unable to withstand the economic shock. Also, 
for the several companies involved in.this dislocation, we estimate that 
perhaps between 100 and 200 families will be seriously affected. 

I would say that the average life of our several companies in this 
area is about 25 years, and their employees have been with them for 
almost as long. 

To define our contention more specifically, it has always been the 
regular practice, over the whole of the United States, that contractors 
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purchase their reinforcing steel from fabricators, who in turn purchase 
the stock steel from the mills. We take the steel from the mills, and 
cut, bend, and bundle it to engineer’s specifications, so that the con- 
tractor merely has to place it into the forms ready for the concrete. 
Our industry is a fabricating and engineering service, recognized 
nationally through our National Association, known as the Concrete 
Reinforcing Steel Institute of Chicago, Il. 

To date there is not much defense work that will allow us to purchase 
steel at our mills, in this area, except the “H” bomb plant. The E. I. 
du Pont de Nemours Co. is the prime contractor, and they have elected 
to detour our industry by fabricating most of their own steel, and 
they purchase same either directly from the mills or through their 
own selected agents. This is after our using every method to persuade 
them to allow us to fabricate, and we believe it to be a very unnecessary 

rocedure on their part. The du Pont Co. has gone ahead and pur- 
chased, at taxpayers’ expense, machines and equipment that will 
replace and render idle all of our plants and equipment. 

Moreover, at the extremely mee of pay proposed by the du Pont 
Co., we feel sure that same will be an expensive project insofar as our 
part of itisconcerned. Our men are not only paid less, but are skilled 
in performance due to long service. As far as our ability to service 
their needs promptly, we are certain, oe experience, that with 
proper coordination, steel can be furnished the contractor promptly 
and economically. 

Our Atlanta isbricating plants are in a direct line from steel mills 
at Birmingham and Atlanta, to give 24- to 48-hour service to the 
H-bomb plant, near Augusta. Such things as extra shifts, and over- 
night truck service, could, with the fabricating plants available in this 
area, more than take care of the prime contractor’s needs. A local 
bender or cutter, for strictly hour-to-hour needs at the job, would be 
understandable. However, we are advised that both benders and 
shears are being bought in quantities of some seven or eight each. 
These, along with power cranes and conveyors to serve their estimated 
needs, are an unnecessary expense. 

The fact is that the prime contractor has purchased large stocks 
of mill-length steel, that otherwise would have come. to fabricators, 
which is to be stored by them at the job site. It has been our experi- 
ence from the last war, whenever this was done, that waste resulted 
and surplus stocks were disposed of after the war at great loss to our 
Government. If this same steel were delivered and stocked with the 
fabricators there would be no waste because whatever was surplus 
would be channeled to other uses in fabricated form to needed 
buildings. 

The same argument presented by the prime contractors during this 
emergency, to fabricate their steel on the job, was presented to the 
prime contractors who constructed the Oak Ridge plant near Knox- 
ville, Tenn. The result was that Public Law No. 603 was enacted 
by the United States Senate. This law prohibited the prime contractor 
from purchasing or renting any machinery or equipment for the 
me of manufacturing or fabricating any materials on the job. 

nfortunately, this law expired July 1, 1945. However, it was a good 
law then, and we believe it to be a good one now. 

Therefore, we most urgently ask you gentlemen to take such meas- 
ures to either enact such a law now, because time is of the essence, or 
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place us in a position where a worth-while industry, with all its em- 
ployees, will not “wither on the vine.” 

Mr. . Thank you. Did you state what your company does! 

Mr. Care. We are fabricators and engineers of reinforced steel 
for concrete structures in Georgia. Now, we are open for any ques- 
tions that you would like to ask. There is a great deal more that we 
could say, but out of respect for the time, we will merely answer any 
questions. 

a Evins. Mr. Caye, through whom do you obtain your normal 
wor 

Mr. Care. We obtain them from the contractors who build all sorts 
of reinforced concrete buildings. 

Mr. Evrns. Well, now, since the emergency was declared last Decem- 
ber, what difficulties have you encountered ? 

Mr. Care. Well, as I have said there in the statement, the du Pont 
Co. " practically the only contractor in this area who is able to get 
stee 


Mr. Evins. And they are not subcontracting that? 

Mr. Care. They are not subcontracting that work and it is putting 
our industry out of business. It will do that, I would say, by July 1 
unless we get some help. We have gone to them, all three of us, and 
so have others, and we have explained this to them—but simply and 
ey they are very autocratic about wanting to do that business 
and the 

Mr. em Were you subcontractor in the Oak Ridge plant? 

Mr. Care. Yes, sir. 

Mr. Evins. How about the Paducah, Ky., plant? 

Mr. Care. We did not furnish the Paducah plant, but I under- 
stand it was furnished, the same as Oak Ri you know? 

Mr. Aronstam. I am not sure. At the time I was connected with 
the Wilson Co., who furnished a large portion of the steel for Oak 
—— I was partner at the time and this same argument was put 
up then and they were killed, on the passage of this public law pro- 
hibiting fabricating on the job. They are not fabricators, they are 
construction workers and acting as such. 

In the case of du Pont, that is a separate organization. 

Mr. Care. I think that probably we fellows here represent 90 per- 
cent of the business in the State. Now, there is not enough business 
elsewhere to even keep us in business, and our recommendation is 
that legislation be passed to require prime contractors to allocate sub- 
contracts, and to prohibit them from doing their own fabricating and 
manufacturing on the job, because they are not manufacturers or 
acting as such in this case. They are acting as contractors. 

Mr, Evins. We certainly thank you, Mr. Save and your associates, 
for your splendid statement. 

Are there any questions ? 

Mr. Cave. Excuse me, Mr. Chairman. I want to tell you that they 
are moving mighty fast over there, and I think they have a design 
and purpose to move fast. They are buying machinery right and 
left to replace machinery sitting in our yard. They already have a 
great lot of stuff in that place that is going to replace ours. That has 

n going on and has been under way for several months. 

I have had it up with an Davis and Senators George and 

Russell and some of the r gentlemen, and they are thoroughly 
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familiar with the situation. We have also had it up with the Small 
Basal Section of the National Production Authority, with Mr.. 
Kelly. 

Me. Evins. Well, we have representatives of NPA here, and maybe 
they can give i some answers today at the very first opportunity. 

Mr. Care. It is very critical, and I am cularly interested in 
about 40 families of employees in my own t; and if you multiply 
that by about — coe folks have — es for us — 10 
to 15 years; we have got ies working for 10 or 15 years, and others, 

i and draftsmen. 

it this thing on, by July 1 we will have to let them all out, and 
they have got their houses here, and they will have to move some- 
where else to get jobs, if they nin. 

Mr. Haszzcx. Do you think, Mr. Caye, a re tation from this 
committee on that situation would have any effect on the contractors? 

Mr. Care. No, sir; I don’t think it will have a bit of effect on them. 
I think that they have made their minds Up» and they are sitting in the 
saddle and they are running the show. You can draw your own con- 
clusions about how they got that authority, but that is the way it is; 
they are sitting up there running things. 

Mr. Evins. reid questions, Mr. Curtis? 

Mr. Curtis. My understanding is that essentially you would not 
be feeling this way if you were not in the position of doing this fabri- 


cating. 

Me Cars. That is right. You see, “pA are buying brand-new 
equipment, built to replace the eens at five or six of us have 
here. That runs into millions of dollars, and they are buying that 
stuff which we have got sitting right h ready to do the work. 

Mr. Curtis. I have one other question, slightly off of that amar 
subject. Would you say there is a shortage of steel for your industry ? 

Mr. Care. We cannot get the steel. 

Mr. Aronstram. We cannot get the steel. 

Mr. Curtis. Have you had any of that steel offered in the black 
market? Is there a black market or, as far as you know, a gray 
market ? 

Mr. AronsTaM. Foreign steel sells at $20 or $25 a ton more than 
domestic—but cannot even get that. 

Mr. Care. You see, we are kind of down South here and off of the 
beaten path, and it would not run into as much as in Philadelphia or 
New York, down here. We have not run across a great deal of it. 

Mr. Hatteck. We might try some representations when we get back. 
Legislation is a long, tough road. 

r. Care. Well, they did it before with legislation. 

Mr, Evins. You feel sure that legislation will solve your problem? 

Mr. Care. I do, for this reason. Not later than last Thursday I 
met the head man of du Pont and he made some remark about us go- 
ing into politics, and I said, “Man, we are fighting for our lives, we 
have no other recourse, you have turned us down.” 

Mr. Hatuecx. Off the record. 

(Discussion off the record.) 

Mr. Cars. Gentlemen, we appreciate your offer of help—but he did 
not appreciate our coming to you. 
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Mr. Evins. Gentlemen, I assure you that this committee will re- 
ceive most sympathetically your suggestions and recommendations, 
and we will see what action can be taken by the full committee. 

Mr. Care. Thank you, sir—but act in a hurry, please. 

Mr. Evins. Mr. Hughitt of the NPA. 

Mr. Hvueurrr. I think it is quite appropriate to say that we are quite 
familiar with this gentleman’s situation, that was brought up, and 
the Administrator has written to the Chairman of the Atomic Energy 
Commission, explaining and asking what could be done. I do not have 
any information as to the answer of the Atomic Energy Commis- 
sion as yet, but we will have it shortly, and I will see to it that you get 
it. 

Mr. Hay. Maybe we can enlighten that a little bit. They had the 
du Pont Co., I believe—the Atomic Energy, not us, they came over and 
met with the du Pont people to try to work out a situation whereby 
we could fabricate, and they went to Augusta and to Mater a and 
re told us the same thing, that they are going to fabricate their own 
steel. 

Mr. Evrns. There certainly has been a shortage of steel fabricators 
and we are all interested in having some increased steel production. 

Mr. Care. Gentleman, we had an experience—if I could have one 
more minute—when they built these concrete ships in Savannah in the 
last war. They did the same thing that these fellows are trying to 
do, they bought the steel, the stock, and they fabricated their own 
job, and when they got through building the ships it was something 
like 15,000 to 20,000 tons of good steel that was sold to a bunch of New 
York junk dealers, that they had stocked up. 


Well, we went and we wanted to — some of that steel for here, and 


we could not do it. If that steel could be channeled to us fellows, in- 
stead of being wasted—it should be directed to where it is needed, 
for buildings. The way they are doing it, it is not used. 
Mr. Evtns. You have presented a new and novel problem which 
has been presented to this committee for the first time. We thank you. 
Our next witness is Mr. Cash. 


STATEMENT OF J. WILSON CASH, HEATING, PIPING, AND AIR 
CONDITIONING CONTRACTORS ASSOCIATION, ACCOMPANIED BY 
C. V. BROWLEE, SECRETARY 


Mr. Casu. Mr. Chairman, our problem is very much the same as the 
one presented to you just now. I have a written report here which I 
will read as quickly as I can. 

This association is of the opinion that your appearance here is most 
appropriate at a time when the Nation’s economy is in the process of 
transition toward accelerated production and mobilization of its re- 
sources during a oman of impending eme cy. 

We concur in the statement made by Defense Production Adminis- 
trator, William H. Harrison: 

In meeting defense requirements we are determined to take whatever steps 
are necessary to see to it that small business can make the greatest possible 
contribution to the mobilization program and to maintain a high level of pro- 
duction to supply civilian needs. 

We are, also, gratified that John C. Pritchard, Special Assistant for 
Small Business, to the Administrator and Director of the National 
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Production Authority’s office of Small Business is fully cognizant of 
the true situation embodied so aptly in his statement as follows: 

The impact of the defense program on small business is of real concern in 
Washington. We recognize that many firms are experiencing difficulties in mak- 
ing civilian products because certain basic materials used are in short supply 
and must be channeled to military production. 

Yet, it is in the paramount interest of the Nation that the know-how, produc- 
tion facilities and the labor force of small business be kept intact. Obviously, 
this is necessary to produce for defense needs and to maintain a strong civilian 
economy. American business, in the finai analysis, is small business. 

According to the various releases from the United States Depart- 
ment of Commerce and through the press, large prime contractors 
are encouraged to break down their contracts to smaller concerns as 
much as possible, however there seems to be a lack of enforcement of 
this policy and contracts are permitted to be sublet only when the 
rime contractor cannot conveniently handle the entire contract sub- 
ject to his discretion. ioe 

In order to investigate the possibilities of subcontracts in connection 
with the construction of the huge H-bomb plant in South Carolina, 
several of our members have had considerable correspondence to 
varying degrees with the E. I. du Pont de Nemours Co., general con- 
tractor for this multi-billion dollar project, but to this date informa- 
tion and responses have been most discouraging and of such nature 
that they could only assume that the policy being pursued is entirely 
contrary to the national policy publicized as hereinabove described. 

This association and one of our members has written to the Georgia 
and South Carolina Senators and Congressmen and we are gratified to 
state that each of these have requested information concerning sub- 
contracts on the Savannah River project. Hon. James C. Davis has 
been particularly active on our behalf. Senators.Russell and George 
in following up this matter have furnished us with copy of letter 
written by Mr. Gordon Dean, Chairman, Atomic Energy Commission, 
from which we quote: 

Dear Senator Georce: This will acknowledge your transmittal on February 26 
of a letter from the Engineered Temperature, Inc., dated February 23, in which 
this company expressed its concern over its belief that the du Pont Co. will sub- 
contract only a limited amount of work to small-business concerns. : 

We are forwarding a copy of this letter to the manager of our Savannah River 
operations with the request that he furnish us with complete information re- 
garding du Pont’s proposed subcontract plans. When this information is received 
we will advise you further. 

Thank you for your interest. 

No further information has been received regarding the inquiries of 
Mr. Dean to the manager of the Savannah River operations. 

_ One of our contractors, who filed during January complete informa- 
tion as to his financial ability, scope of operations, and large contracts 
handled by him, etc., received a letter which stated therein that 
invitations to bid would be let to a selective list of bidders, which 
within itself indicates that the bid list would be a restricted one super- 
imposed by the general contractor. 

Others of our peerehip have made inquiries to du Pont and have 
received replies similar to the following which we quote: 


CONSTRUCTION, SAVANNAH River PLANtT-—PrRoJEcT S980 


GENTLEMEN : Thank you very much for your letter of January 23, 1951, offering 
the services of your organization to assist us in the construction of this project. 


86267—51—>pt. 1 15 
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In addition to being the general contractor, we are also doing all of the engi- 
neering work in connection with this project. As the general contractor, we are 
performing the majority of the work with our own forces, subcontracting only 
those items of construction normally known as “specialty items.” 

We will keep your letter in our files, and in the event that any services in your 
line are required from an outside source, we will be pleased to consider your offer. 


Upon receipt of this letter one of our members telephoned du Pont 
for an explanation of their term “specialty items” used in the second 
paragraph and was informed that this referred to the surfacing of 
roads, the erecting of boilers and stacks, but did not include plumbing, 
heating, air conditioning, and refrigeration which they are perform- 
ing as a general contractor. 

An invitation to bid was submitted on February 14, 1951, by H. M. 
Gordon, contract supervisor, engineering department, E. I. du Pont 
de Nemours & Co., Ine., Wilmington 98, Del., for piping and plumb- 
ing labor on Project 8980, Savannah River Plant on a fixed-fee basis, 
the cost of labor estimated to be $26,300,000. Steamfitters, plumbers, 
welders, and pipefitters helpers required were to total ey 
4,050 at the peak of the work which was to start on March 7, 1951, and 
be completed during the third quarter of 1954. Du Pont proposed to 
furnish all materials, tools, equipment, and general supervision and 
have as general contractors, presumably under national agreement, 
asked for bids on labor only. Attached is an abstract of the invitation 


for bids. 
(The abstract referred to is as follows:) 


INVITATION FoR Bip ror Prprinc AND PLUMBING LABoR, Prosecr S9SO—SAVANNAH 
RIVER PLANT 


E. I. du Pont de Nemours & Co. has been authorized by the Atomic Energy 
Commission to construet certain facilities near Aiken, 8S. C. We are requesting 
your proposal on a fixed-fee basis and in accordance with the following condi- 
tions and attached subcontract form for furnishing the necessary labor and 
supervision thereof for the completion of the piping and plumbing work in con- 
nection with these facilities. 

The estimated cost of labor, supervision, and taxes for the completion of the 
piping and plumbing work is $26,300,000. Should the actual amount of reim- 
bursements under this contract, exclusive of amounts for (1) increase in wage 
rates, (2) premium time, (3) welfare plans under collective bargaining agree- 
ments, and (4) fixed fee be more than 125 percent or less than 75 percent of the 
estimated cost or in case of a change in the scope the revised estimated cost, 
as the case may be, the fixed fee will be adjusted by negotiation between du 
Pont and the subcontractor, subject to the approval of the contracting officer, 
Atomic Energy Commission. Therefore, provisions of article IV, paragraph 3, 
of the attached subcontract form are inoperative. 

It is estimated that work will start on or about March 7, 1951, and be com- 
pleted in accordance with a schedule to be established by du Pont with the com- 
pletion date anticipated to be during the third quarter of 1954. 

It is estimated that approximately 4,050 steamfitters, plumbers, welders, ap- 
prentices, and helpers will be required during the peak of construction in addi- 
tion to the necessary superintendents. 

Subcontractor will be required to handle all employment and termination of 
labor in connection with the work herein. 

Du Pont will furnish the following at no cost to the subcontractor: 

1. All materials, delivered to the plant. 

2. Construction and transportation equipment and tools, other than those nor- 
mally furnished by journeymen. 

3. Temporary construction, including shops, offices, and office equipment and 
supplies, tool rooms and similar facilities required by you at the plant site. Any 
necessary work in connection with these facilities shall be performed by you on 
a reimbursable basis. 

4. All accounting, auditing, and inspection in connection with timekeeping and 
payroll services and the performance of all timekeeping and time checking and 
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furnishing of a complete payroll with all deductions authorized by you, together 
with checks drawn on your account for your signature, after which you shall 
complete payment to your employees. 
The following conditions shall apply to and will be made a part of this con- 
tract: 
GENERAL 


1. All work will be carried out under the general supervision of du Pont. 

2. Du Pont will either furnish or rent from you all major equipment required ; 
therefore, you shall not include any moneys in your fixed fee for equipment. 

3. Any license fees or taxes that you are required to pay to the State of South 
Carolina for the privilege of doing business in the State will not be reimbursable 
and shall be included in your fixed fee. 

4. Any sales or use tax applicable to reimbursements will be reimbursed to 
the subcontractor by du Pont. Any sales or use tax applicable to the sub- 
contractor's fixed fee will be for the subcontractor’s account and not reimbursed 
by du Pont. 

5. The provisions of article VI, paragraph 2, subparagraph (n), and paragraph 
3, subparagraph (L), are amended to the following extent: Any welfare plans 
(vacations, pensions, group life insurance, etc.) that your company has in effect 
during the prosecution of this work will not be reimbursable. However, wel- 
fare plans resulting from collective bargaining with labor will be reimbursable, 
providing approval is secured from du Pont prior to paying or agreeing to pay 
same. 

6. Payroll for all personnel at the job site and all allowable costs incurred by 
the subcontractor’s field organization and approved by du Pont will be reimburs- 
able, and should not be included in the fixed fee. All home-office expenses and 
overhead must be included in the fixed fee. 

7. First-aid facilities for job-incurred injuries will be available for your use. 

8. Appendix “A” as referred to in subcontract form is not attached ; however, 
the minimum wage rates referred to in article XNI_ paragraph 1, of the subcon- 
tract form for plumbers and steamfitters is $2.60 per hour. 


SUPERVISION 


The subcontractor shall furnish as part of his bid, complete chart of the field 
organization he proposes to place at the job site. This chart shall clearly state 
the function of each individual and applicable salary for each individual, if they 
are to be on a reimbursable basis, and each individual’s qualifications and sal- 
aries paid during the last 3 years. The subcontractor’s organization must include 
a competent resident supervisor who would be available at all times to direct 
and coordinate the work hereunder. 

It shall be clearly understood that reimbursable salaries are subject to ap- 
proval by du Pont and the Atomic Energy Commission, and that the afore-men- 
tioned supervision shall not be assigned to this work until du Pont’s approval 
is obtained. 

Du Pont will make available to the subcontractor a craft superintendent, quali- 
fied by training and experience with du Pont, to supervise the field labor required 
herein. It is du Pont’s opinion that in order to accomplish a satisfactory coordi- 
nation of this work with that of related craftwork, such an arrangement is 
desirable. A 


INSURANCE 


Du Pont will, at no cost to the subcontractor, maintain policies providing 
insurance protection for the subcontractor in accordance with article XII of 
the attached subcontract form. 

All proposals must be submitted in seven signed copies in attached addressed 
envelope and the following items must be included : 

1. Fixed-fee proposal in dollars (not percent). 

2. Your experience rate of South Carolina State Unemployment Compensation. 

3. Information requested relative to your proposed supervision. 

Your sealed proposal must be received in this office no later than Wednesday, 
February 28, 1951. 

Yours very truly, 
CONSTRUCTION DtvISsIon, 
H. M. Gorpon, Contract Supervisor. 
By M. J. Knorr. 
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Mr. Casu. It is reported that Lenard Construction Co., general 
contractors, Chicago, Ill., will do piping and air-conditioning work 
on the chlorine plant, Wilson Dam, Ala., for USED and that they 
are not qualified as legitimate heating, piping, and air-conditioning 
contractors. It is our understanding that they have a national agree- 
ment. 

We have been informed that the H. K. Ferguson Co., Cleveland, 
Ohio, on fee contracts, will do jobs themselves under a national con- 
tract agreement. They handled the American Enka rayon plant at 
Morristown, Tenn., in this manner, which job was finished either late 
in 1949 or in the early part of 1950. There is also a question as to 
how this firm handled a lump-sum contract for the Atomic Energy 
Commission on a laboratory construction job at Los Alamos, N. Mex. 
These people operate in the northern part of the country and in the 
Texas area. 

We feel that projects financed by Government funds such as the 
H-bomb plant should be broken down into subcontracts small enough 
to enable a broad cross section of small business to participate. We 
believe money will be saved by this policy but, what is more important, 
small business can be stabilized rather than disrupted. 

The group of contractors which we represent are alarmed by the 
trend which is apparently being set by the large corporations referred 
to in the preceding a. We feel that these policies are defi- 
nitely qvligary cat will result in the duplication, on a very large 
scale, of plants and equipment already available in areas surrounding 
projects of this type. As we see it, the end result will be a disrup- 
tion of small business, the accumulation and subsequent sale of large 
amounts of excess construction equipment and disruption of labor. 

The policies which we suggest in connection with construction for 
the Federal Government are as follows: 

1. That full use be made of existing mechanical specialty contractor 
organizations having tools, equipment, technical and supervisory 
staffs who are now prepared to do the job, instead of allowing them 
to stand idle while inexperienced and inefficient high-cost organiza- 
tions are developed. 

2. That job management functions and experience-tested industry 
practices be given full play and encouraged rather than suppressed 
or supplanted by arbitrary and unrealistic policies or procedures. 

3. That mechanical specialty contractors be assigned complete re- 
sponsibility for the procurement of all equipment, material, and 
labor required to accomplish their part of the project. 

4. That normal contracting procedures be followed to permit the 
awarding of the mechanical specialty work to established organiza- 
tions of experience and proven capabilities. 

We feel certain that you gentlemen of the committee can readily 
understand the grave concern resulting from these circumstances cited 
and can agree that if these conditions, as we view them, are not in- 
vestigated now and immediate steps taken toward correction to release 
the flow of ta work under the defense program serious conse- 
quences will develop and these arbitrary policies will spread through- 
out this entire area, and the Nation for that matter, unabated, 
to the immediate detriment of all established businesses and ulti- 
mately impede the defense program with serious consequences an< 
repercussions. 
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Mr. Evins. Thank you, Mr. Cash. You represent an association 
of heating, piping, and air-conditioning contractors ¢ 

Mr. Casu. That is right. 

Mr. Evtns. And you are speaking for that association of con- 
tractors ¢ 

Mr. Casu. That is right. 

Mr. Evins. And it is your feeling that these prime contracts should 
be broken down so that the subcontractors can have a share or par- 
ticipate in this business ? 

r. Casu. That is right. 

Mr. Evins. Are you getting many contracts at this time on a civilian 
basis, that is, other than Government ¢ 

Mr. Casu. It has not been discontinued entirely, no; but it has 
been restricted to a large extent by the construction control order. 

Mr. Evins. In other words, construction is down, your normal 
operations are down, and unless you are permitted to secure some 
contracting on a Government basis, your industry is going to suffer 
difficulties? 

Mr. Casu. That is right, and material shortages affect that con- 
siderably. 

Mr. Mrrie. I want to assure you that the committee is fully in sym- 
vathy with your problem, and we feel that your industry and your 
facilities should be used. 

Mr. Evrns. Do you have any questions, Mr. Halleck ? 

Mr. Hauteck. I think I have nothing to ask. 

Mr. Evins. Does anyone have questions ¢ 

(No oe) 

Mr. Evins. We certainly appreciate your splendid statement. 

Mr. Casu. Thank you. 

Mr. Evins. Our next witness is Christopher Hammond, Sr., of the 
Steel Products Co., of Savannah. 


STATEMENT OF CHRISTOPHER HAMMOND, SR., STEEL PRODUCTS 
CO., INC., SAVANNAH, GA. 


Mr. Hammonp. Mr. Chairman, I am Christopher Hammond, Sr., 
and I am with the Steel Products Co., Inc., in Savannah, Ga. 

Our primary product is truck trailers. 

The Steel Products Co., Inc., of Savannah, Ga., has been doin 
business for 50 years, this year. The company employs approxi- 
mately 400 people, and the volume of business for 1950 was slightly 
under $5 million. 

Eighty-five percent of this business was the manufacture of truck 
trailers, and fifteen percent the fabrication of structural steel. I 
would like to emphasize here that truck trailers are used in the trans- 
— of freight, and have no connection whatever with house 
trailers. 

During the middle of 1950, at the outbreak of the Korean War, 
we immediately began efforts to obtain Government contracts. Our 
sales manager and I contacted all branches of the Government that 
we knew of, which were interested in our type products. 
Incidentally, immediately after World War II, a program was 
instigated by the United States Army Ordnance, setting up plants 
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to manufacture various products, and the idea was that when these 
products were used, you would yy 4 be told to start making what- 
ever was on this list. This, so far, has not been put into use. We 
have bid on every contract on which we received an invitation, but 
have been unsuccessful except for a single case. We have received 
one contract for approximately $500,000 on trailers for the United 
States engineers. (steers World War LI, by contrast, we manu- 
factured a total of approximately $18 million worth of trailers for 
the United States engineers. We won the Army E award five con- 
secutive times. 

We bid on trailers for the Federal Service of Supply, which were 
to be shipped to the H-bomb plant area, 75 miles from our plant, 
and lost the business to an Ohio concern, with a differential of approxi- 
mately $5 per trailer, on 100 trailers. This was less than one-quarter 
of 1 percent. We hear of contracts being negotiated, but so far have 
not been invited in on any of this negotiation. We have endeavored 
to get invitations to bid from the Army Air Force at Wright Field, 
but so far have received no invitations, although we have made half 
a dozen trips there. / 

We are in a position to take on Army business of any reasonable 
size without applying to the RFC, or any other Government agency 
for loans, yet we hear of several companies in this area who have 
large quantities of Army work which is being financed by RFC loan. 
We feel that our facilities and know-how are such that we can com- 
pete with any company in the country, as far as price is concerned, 
and only want the opportunity to get the contracts to prove this. 

Passing from that picture to the civilian business : 

On the manufacture of civilian truck trailers, which the Defense 


Transportation Authority and the National Production Authority 
both deemed essential to our economy, we have had very rough sled- 
ding over the _ 6 or 8 months in obtaining the material. As an 


example, on March 10, 1950, we placed our order with a steel com- 
pany, with which we have done business for many years, for 150 tons 
of sheet, which was promised for July 1950 rolling. We received 
one-third of this in September 1950, one-third October 1950, and the 
balance in January 1951. We placed another order at this same steel 
company on May 26, 1950, for 300 tons of sheets, were promised 40 
tons October 1950, 240 tons November 1950, and 20 tons the fourth 
quarter of 1950. We received 172 tons in January 1951, 20 tons 
March 1951, and the balance of 108 tons is incomplete and no definite 
shipping date is promised. As a consequence of the above we have 
had to purchase approximately 350 tons of steel from warehouses and 
black market, at prices considerably above mill prices. We are unable 
to secure sufficient steel from these sources to keep producing steel 
trailers, and as a consequence, are discontinuing the manufacture of 
steel trailers, effective April 1, 1951. 

We fortunately manufacture some aluminum trailers and so far 
have been able to obtain sufficient aluminum to continue this manu- 
facture on a reduced basis. Don’t ask me why that is—aluminum 
is supposed to be tougher than steel, but it is not. 

As bad as the steel situation is, it cannot compare with the rubber 
situation. I will not attempt at this point to go into orders on tires, 
because ordering tires means nothing any more and has meant nothing 
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since last November. Effective December 15, 1950, we were forced to 
begin delivering trailers on one-half the number of tires required, 
which necessitated the customer obtaining the other half wherever 
he could. Strange to say, these tires, so far, have been obtainable, but 
at a rather steep price, from retail sources. We ourselves have a 
chased several hundred tires at extra cost of some ten to twelve thou- 
sand dollars, or up to 40 percent, over and above the original equip- 
ment price, in order to keep operating, even when delivering trailers 
with one-half the number of required tires. This, in spite of the fact 
that our production is running below last fall. The tire companies 
tell us that they are doing the best they can with the rubber being 
allocated to them and that they are laying off people, so that the short- 
age is in the rubber, not in the plant capacity. When delivering 
trailers on one-half the required number of tires, we have promised 
our customers to replace the tires when they are available. As of 
this date, we already owe our customers approximately 700 tires. 
Unless something is done immediately to correct the rubber situation, 
it will undoubtedly mean further lay-offs and reduced hours at our 
rlant. 

We are unable to obtain sufficient quantities of axles te keep our 
reduced production line running efficiently, and are told by the axle 
people that it is not their capacity, but the lack of steel tubing and 
alloy steel, which is forcing them to operate on reduced schedules. 

We have been advised by one of the leading manufacturers of rivets, 
which are essential in the manufacture of aluminum trailers, that 
they will be unable to ship any further rivets in certain sizes without 
DO ratings. Naturally, we are unable to furnish a DO rating on 
civilian trailers, in spite of the fact that they are so essential to our 
national economy. 

To sum up, we seem to be faced with gradually being put out of 
civilian trailet business by Government regulations, and to be unable 
to obtain Government contracts to replace this production in our 
plant. We feel that as long as the passenger car manufacturers are 
allowed to make all the cars they can, shortages of axles, tires, and 
steel will continue. Some authority must decide whether we need 
highway transportation of essential freight, perishables, et cetera, or 
passenger cars. 

Thank you. 

Mr. Evins. Thank you, Mr. Hammond. As I gather from your 
statement, you are faced primarily with two difficulties: One is the 
lack of contracts, and, second, is a lack of materials. 

Mr. HamMonp. Yes, sir. 

Mr. Evins. Let me ask you about the contracts you are receiving, 
are the specifications drawn so that they are satisfactory ? 

Mr. Hammonp. Yes, sir. We haven’t received but one, though. 

Mr. Evins. Well, the specifications were drawn so that they were 
satisfactory in that one ? 

Mr. Hammonp. Yes, sir. 

Mr. Evins. And you are participating in one contract at the 
present time ¢ 

Mr. HamMmonp. Yes, sir; one contract with the United States engi- 
neers. We have bid on some of them—well, as an example, they got 
a silverware manufacturer making truck trailers for the Army. We 
don’t think that is exactly right. 
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Mr. Evrns. Is that on a negotiated basis or a low-bid basis? 

Mr. Hammonp. That particular contract was low bid, sir. Now, 
there are some contracts, particularly I understand with Army Air 
Force, which are being negotiated, but so far we have not found the 
wand to open the door to get in it. 

Mr. Evins. I think we can provide you with the answer to that; 
we certainly hope so. 

Mr. Hammonp. The big problem on civilian trailers, they tell us 
in Washington—I happen to be on two industry advisory committees 
of our industry—they tell us they are going to do something about 
this rubber situation, that they need these trailers, but so far they 
have not done anything about it. And this tire thing is shutting 
down the trailer industry. 

Mr. Evins. That is, you received information but you have not 
been able to negotiate satisfactorily with the Defense Department / 

Mr. Hammonp. Yes, sir. 

Mr. Evins. Any questions? 

Seer Your most acute need is rubber or tires, rather than 
meta. 

Mr. Hammonp. Yes, sir; because we have given up on making steel 
trailers. We cannot get the steel at all, except German steel or Eng- 
lish steel, which we can buy at 15 cents a pound, which is approxi- 
mately four times the going domestic price for steel. 

Mr. Burron. Why can you not get steel ? 

Mr. Hammonp. Because they won’t ship it. 

Mr. Burrow. Is it all being taken for defense purposes? 

Mr. Hammonp. That is what they tell us: yes, sir. I think most of 
it is going into the automobile industry, the sheets are, the largest 
sheets. 

Mr. Burron. Well, there is no regulation giving them preference 
over you? 

Mr. Hammonp. No, sir; but they are pretty big companies and they 
have big buying power. 

Mr. Burton. Phat is where we should come in. 

Mr. Hammonp. Yes, sir. Actually, unofficially in NPA, they are 
supposed to be helping us all they can, because they feel we are mak- 
ing something that is thought to be more necessary than passenger 
cars, but we cannot compete with General Motors and Ford. 

Mr. Burton. Thank you. 

Mr. Evins. Mr. Halleck? 

Mr. Hatrecx. Do you think that your steel suppliers are giving you 
a fair break or not? 

Mr. Hammonp. That is a hard question to answer. We have been 
in business 50 years and we have been doing business with the same 
people, with Bethlehem, with all of them, and we get pretty much — 
the same story from all of them. 

We have had the same trouble as he had with Du Pont and we 
have quit calling on them, as far as the structural business. We gave 
that up. 

Sip. eee, One more question. You mentioned having more 
aluminum than you have steel. . 

Mr. Hammonp. Yes, sir. 

Mr. Burton. Isn’t that so-called death sentence effective April 1? 

Mr. Hammonp. That does not apply to trailers. 
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Mr. Burton. That does not apply to your products? 
Mr. Hammonp. No, sir. 
Mr. Evins. Mr. Curtis? 


Mr. Curtis. No questions. 
Mr. Evins. Gentlemen, I feel that Commander Ashler might well 


make a brief statement at this time on the invitation to bid proposition 
for your information. 

Commander Ashler, you have heard the testimony. Will you make 
any comment ? 

ommander Asuter. Well, when you have received the information 
on the bid and other people get the contracts, that probably indicates 
that somebody else has a sharper pencil. 

Mr. Evins. Well, he testified he has been able to secure contracts 
when they were on low bid but since it has been a negotiated proposi- 
tion, he is having difficulty. 

Mr. Hammonp. I will say this, Congressman. We do receive, as 
far as we know, most of the invitations to bid from Detroit. However, 
we go to Detroit and they tell us that they are going to move the bids 
to Hirminghent, they are going to farm out those to the ordnance dis- 
trict. So, we go to Birmingham and they tell us, “Well, you are 
supposed to go to Detroit.” So far they are bids coming from De- 
troit. 

I will admit we do not have the right contacts there, but we cer- 
tainly have been haunting the buildings, because those contracts, as 
you know, are not awarded strictly on a low-bid basis. I mean, that 
is not necessary since the Ist of January, I believe, and most of the 
larger contracts, I understand, are being negotiated. In other words, 
they might take 10 people and negotiate with them. 

ommander Asuuer. Or take 100. 

Mr. Hammonp. Yes; they might take 100. So far, we have not bid 
in on any negotiations. I am tempted to bid really low, about 25 
percent under cost, and see if I would get called. 

Commander Asner. Well, the chances are that other folks are. 

Mr. Ham»onp. That is the way it is, and then they get them jacked 
up somehow or other—I don’t know how. Af course, some of these 
people are being financed by RFC and they haven't got anything 
to lose. [ Laughter. | 

Mr. Evtns. We have Mr. O’Donnell of the Reconstruction Finance 
Corporation. I believe he wants to make a comment. 

Mr. O’Donnevt. Mr. Chairman, I would like to clarify the record 
on this point. The witness testified that several people with contracts 
are being financed by the RFC, and that he is very capable but has 
not been able to get contracts. 

Now, I am sure that you will appreciate that the Reconstruction 
Finance Corporation has nothing to do with letting contracts, whether 
they are military or civilian. It will assist in assuming the contract 
once it has been received, but we have no force of suasion or any 
other basis to help in the matter of obtaining a contract. 

Mr. Hammonp. Well, I did not mean to infer that. I mean, the 
people were not in very good financial shape and they did not have 
too much to lose. 

Mr. Hatxeck. I wonder if I may make an inquiry. I know that if 
you borrow money from a bank, the bank frequently says, “What are 
you doing and what sort of profit margin are you working on?” 
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That is, he is just trying to see to it that the fellow to whom he is 
lending mone Fs not go broke. 

Does the RFC have any similar appraisal or surveillance of people 
that borrow money ? | 

Mr. O’Donnetu. Yes, sir, a very strict check, despite what might 
appear in the papers. If we receive any complaint at all from the 
staff of both the House and Senate Small Business Committees, it is 
that the RFC has been too rigid in its credit requirements with respect 
to small business. 

Mr. Hammonp. While this gentleman is still here, I might remark 
that if I get a contract I might want to go to RFC. 

Mr. Evins. Off the record. 

(Discussion off the record.) 

Mr. Evtns. I have one observation. You said something about the 
black market under the freeze. If you have information dealing with 
that, I am sure that the Enforcement Division of the Office of Price 
Stabilization would like to have that information. 

We have with us Mr. DiSalle’s assistant, Mr. McCormick. 

Do you want to say anything at this point ¢ 

Mr. McCormick. Thank you, Mr. Chairman. 

Gentlemen, we are very happy to be present here at this meeting, 
and to have you present. We are trying to make every effort to bring 
you folks here and elsewhere all of the facilities that we have at our 
beck and call. 

Now, as you may realize, we have been only 8 weeks in this busi- 
ness, but if you have enforcement problems as to steel or anything 
else, we can move without hesitation, and we would like to have the 
facts, whatever facts you can give us. That is one thing we are ready 
to do. 

Mr. Evrys. Thank you, Mr. McCormick, and thank you, Mr. Ham- 
mond; do you have any further statement ? 

Mr. Hammonp. No. Thank you. 

Mr. Evins. Our next witness is Mr. Wilson. 


STATEMENT OF J. L. WILSON, SUGGS MACHINE CO., BUTLER, GA. 


Mr. Wirson. Thank you, Mr. Chairman. 

Mr. Evins. Will you please give your name and organization to the 
reporter ? 

Mr. Wirson. J. L. Wilson, Suggs Machine Co., Butler, Ga. 

Gentlemen, I don’t have a written report. 

Mr. Evins. That is all right; proceed. 

Mr. Wurson. Our trouble is materials. We are a small concern and 
we have been in business for a number of years. We build log winches, 
edgers, and loaders, which require a good bit of steel products, such as 
bushings, bearings, and power take-offs, and we are practically done. 

These items are precision machinery and they are used in the lum- 
ber industry and they are a direct necessity of the lumber industry. 

We have been in business about 25 to 30 years and we are the only 
source of possible maintenance parts for these machines and we are 
practically done now, with no material. A 

We would like some material, some way of getting some material, 
or procure Government contracts, or something for survival. That 
is all we are after. 
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Mr. Evins. Who are your local suppliers, Mr. Wilson ? 

Mr. Wiutson. Well, the steel companies of Birmingham and Spicer 
Co. and American Roller Bearing do. 

Mr. Evrys. You have been doing business how many years? 

Mr. Wuson. Twenty-five to thirty years. 

Mr. Evins. And your power of persuasion on your normal suppliers 
has not been very effective? 

Mr. Wuison. No, sir. 

Mr. Evins. Have you given any consideration to substitutes in your 
industry ? 

Mr. Wuson. Yes. We have tried numbers without success. We 
have had no luck with them. 

Mr. Evins. What about the scrap situation ? 

Mr. Wirson. Well, they want more for the scrap than they do for 
the new steel. 

Mr. Evins. The problem which you have presented is one that is 
being encountered, apparently, by many today, this lack of material. 

Mr. Wiutson. We get our steel, most of it, from the warehouses at 
Birmingham, and they cannot supply us. We use 150 to 200 tons a 
year and we are getting about 10 percent of that, or hardly that much. 

Mr. Evins. You have had no experience in the black market or 
profiteering end of it, as has been mentioned here earlier ? 

Mr. Wiison. Well, we buy our steel from the warehouses on a $5.90 
basis. We have had to pay as high as 9 to 12 cents for scrap and that 
much for some new arent 4 

Mr. Evins. I may make this observation that, of course, this com- 
mittee, like yourself and all other patriotic Americans, wants the 
Army and the military to have certain essentials in this mobilization 

riod, but we also feel that there ought to be a sufficient amount to 

eep small business alive ard thriving, because small business is very 
important in our economy. 

Mr. Wirison. Well, we built those machines or equipment for the 
lumber industry. We have them in Georgia, South Carolina, and 
also Alabama and Florida, and we have mo for them every day and 
we have to Aave parts for maintenance. 

Mr. Evtns. How much would you say your normal needs have been 
reduced, by percentage ? 

Mr. Witson. Our normal needs? 

Mr. Evins. Yes. 

Mr. Wirson. Well, they have been reduced to practically nothing 
—= last 30 days. We cannot operate 30 days longer without some 
relief. 

Mr. Evins. Mr. Curtis, do you have any questions of Mi. Wilson ? 

Mr. Curtis. How is your situation affecting the lumber industry, 
are some of your competitors able to go in there? 

Mr. Wiison. No. We have plenty of business. We haven’t any 
competitors, we are not worried about competitors. 

Mr. Curtis. Well, how about the lumber business; how is that 
affected by your failure / 

Mr. Witson. Well, they cannot get out the timber without our log- 
ging winches. 

ae Curtis. They will back you on that; they want to see you get 
that 

Mr. Wirson. Yes, sir. 
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Mr. Evins. Mr. Halleck? 

Mr. Hatieck. Mr. Chairman, I would like to inquire of the witness 
what his attitude would be with respect to putting in a system of over- 
all priorities and allocations, say, in the matter of steel. 

Mr. Witson. Well, we feel that we should get some priority on that 
because it is in direct connection with the lumber industry, and it is 
one of the main items, I would think, in the defense program—isn’t 
it, lumber ? 

Mr. Hatueck. Certainly, but, of course, it was last year that they 
enacted the Defense Production Act, and there are provisions in there 
for priorities and allocations, and that was presumably one of the 
things that was very badly needed and needed quickly. 

Now, it is true that in many fields the full authority of the law as it 
exists has not been extended. Of course, the question is that lots of 
people do not like to get any more of that control in business than 
they have to, and that 1s the reason I inquired of you. 

In other words, assuming your business is a very essential one, and 
I can understand why it is, and if you cannot get the steel, why, it 
begins to look as if maybe that is the kind of a widespread situation 
where probably the matter of allocation and priority will have to be 
extended. 

Mr. Wuson. Well, now, we get most of our steel from O’Neal Stee! 
Co. in Birmingham. Now, we had an order for plate the first of this 
month, and they called us and said that all of their plate was canceled, 
they did not get any plate at all. Well, we had enough stock to oper- 
ate until about the month of March. 

Mr. Evins. You have made no effort toward getting priority 
percentagewise ¢ 

Mr. Witson. Yes; we made several trips to Atlanta, and I think 
they said we were under order No. 97, I believe, but that does not give 
us any relief. 

Mr. Evins. Are there any further questions or observations? 

Mr. Hueurrr. If I may, Mr. Chairman, I would like to inquire. 

Mr. Evtns. Yes. 

Mr. Hueurrr. Order No. 97 does not give you any relief? 

Mr. Wuson. Well, not in the steel bearing end of it; no, sir. 

Mr. Hueurrr. You spoke a little while ago of the necessity for 
maintenance items. Are those maintenance items for your own opera- 
tion or are you selling maintenance items to others ¢ 

Mr. Wiison. We are selling directly to the man operating the 
equipment. 

Mr. Hueurrr. And when you sell them, do you ask them to give you 
a 97 on the purchase order ? 

Mr. Wirson. Yes. 

Mr. Hueurrr. And you have been to your steel suppliers without 
success ¢ 

Mr. Wuson. Yes. 

Mr. Hueuirr. We would like to have very much any cases of that 
nature reported to us, because, although Order No. 97 causes consider- 
able trouble, nevertheless it is an important order and we feel that 
there should be deliveries under 97, DO, and other ratings, and the 
National Production Authority will take very definite steps. 

Mr. Witson. Well, when you present them, they say they haven't 
the steel in stock and cannot deliver it. 
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Mr. Hueurrr. Well, there may be other people that do have stock 
and it may be that the National Production Authority may attempt 
to get some from your other sources of supply. 

Mir. Wirson. Yes. Well, we would like to procure a contract, a 
winch contract, that is the business we are in, either from the Army 
or the Navy or someone, for survival. 

Mr. Hauiecx. Could you sell your winches to the civilian trade if 
you could get materials to make them ? 

Mr. Wuson. Yes, sir. 

Mr. Hatieckx. And if you cannot get materials you have got to get 
some Government work or go out of business ¢ 

Mr. Wurson. That is right. 

Mr. Evins. Commander Ashler, will you tell him how to proceed 
on contracts ¢ 

Commander Asuier. Well, that is a little bit difficult to do, in the 
limited time we have. If you would care to write to me directly and 
tell me what your facilities are, and if there is a requirement for 
winches, and that I do not know, why, then we will see that you get 
an opportunity to at least participate in the program. 

Mr. Wiutson. Yes, sir. 

Commander Asuier. Or to enter negotiations; but if there is no 
requirement for winches, then we will have to look for something else 
for you. 

Mr. Wuson. Well, we contacted Continental Gin at Birmingham, 
we understand that they have a $7,000,000 or $8,000,000 contract and 
we contacted them, but they did not have anything that we could build. 

Also, we contacted the arsenal at Birmingham and they said there 
wasn’t anything for us right now. 

Commander AsHtrr. That you could take care of ? 

Mr. Witson. That we could take care of ; that is right. 

Mr. Hatieck. Do you have considerable flexibility or are you con- 
fined largely to winches ¢ 

Mr. Wuson. Winches. 

Mr. Evins. Are there any other questions ? 

(No response. ) 

Mr. Evins. We certainly appreciate your statement. 

Mr. Witson. Thank you, Mr. Chairman. 

Mr. Evins. Our next witness is Mr. Olson, of the Atlanta Ventilated 
Awning Co. 


STATEMENT OF C. G. OLSON, PRESIDENT, ATLANTA VENTILATED 
AWNING CO., ATLANTA, GA 


Mr. Oxson. Mr. Chairman, I am president of the Atlanta Ventilated 
Awning Co. 

I am one of those that are in the capacity of the doomed business, by 
the April 1 death sentence on aluminum. We are out of business after 
April 1. We have just enough aluminum to run through April. 

We have taken off our salesmen because we have nothing more to 
sell. Now, we do not know just what we are going to do. 

We are representative of our industry. Our payroll amounts to 
about $75,000 a year. We are just a small company, but, as an industry, 
I imagine we have a payroll in the industry of. around $1,000,000 a 
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year, in and around Atlanta. Every city throughout the country of 
25,000 or 35,000 or over has a company that manufactures aluminum 
awnings. It has got to be a nice little business—I happen to be one 
of the men that started business late in life—and we are through. 

We employ about between 15 and 20, and there are about 10 or 12 
companies here in Atlanta that are in a similar business and we have 
that situation all through the Nation, so that you find that as you go 
from place to place, that this order M—7 of NPA ceases as far as we are 
concerned, our getting aluminum. We are through. We don’t want to 
go into bankruptcy, but—well, if we have to liquidate, we will take 
a terrific loss and our employees will go elsewhere. 

We bought a new building last fall that we will have to give up. 
We don’t know what to do. 

Mr. Evins. Mr. Olson, maybe we can give you a little bit of en- 
couragement by saying that this committee has been protesting to 
NPA and others against the effective date of April 1, and we have been 
given assurance at hearings in Washington that it will be postponed, 
and we are hopeful that it will be. 

Mr. Otson. Thank you. We are hopeful of that, but I don’t know 
how long we can go on living under that hope. 

Mr. Evins. Let me ask you if there is a possibility of your manu- 
facturing some other product, using a substitute in your industry ? 

Mr. Otson. We are in the sheet metal industry. We have made 
application at Lockheed, but it will be some time before we can even 
think of some of the things that we can make. It doesn’t look very 
encouraging for defense work. 

Mr. Evins. This committee has already had before it representa- 
tives of the Defense Department regarding stockpiling of aluminum; 
and we have information, among other things, that they are endeavor- 
ing to have an increased production. 

Mr. Oxuson. That is what we need. 

Mr. Evins. Are there any questions, Mr. Burton ? 

Mr. Burton. May I ask Mr. McCormick if he has any information 
on the death sentence. 

Mr. Orson. That is on April 1. 

Mr. Burron. Yes, April 1, just around the corner. 

Mr. Otson. Yes, just around the corner. 

(Discussion off the record.) 

Mr. Evins. Do you have any questions, Mr. Curtis? 

Mr. Curtis. Do you use secondary metal? 

Mr. Orson. We have to use primary sheet and angles. 

Mr. Evins. We had one witness a short while ago who said he was 
getting all the aluminum he could use or wanted. That is an incon- 
gruous situation. 

Mr. Orson. Well, I should get in touch with him, but the mills will 
not take any orders from us because we are on the M-7 list of end use. 

Mr. Evins. Are there any further questions or observations ? 

(No response. ) 

Mr. Evins. Our next witness is Mr. Gillman. 
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STATEMENT OF BERNARD I. GILLMAN, S. L. GILLMAN PAINT C0O., 
ATLANTA, GA. 


Mr. Guiman. My name is Bernard I. Gillman, of the S. L. Gill- 
man Paint Co. That is a small company, a small one-man business, 
my father’s business, and so it is necessarily small—but he could not 
come today, he has to stay in the store, therefore I am here. 

We have a prepared statement here that I would like to read to you. 
It will not ra very long. 

Mr. Evins. You may proceed. 

Mr. Gutman. Our biggest problem today is that we are unable to 
obtain the so-called critical raw materials, such as white pigments 
which are the mainstay of the paint business. Every time there is a 
national emergency we are curtailed on these pigments. 

During the last World War, we were put on an allotment basis for 
priority ratings. Due to the fact that the Federal, State, and muni- 
cipal governments carried certain ratings, we were able to obtain 
enough materials to continue business. This time we find that the 
large concerns which supply our raw materials are apparently trying 
to cut us off completely, except on orders carrying a DO rating. One 
company in particular has cut us off for the reason, they say, that we 
haven’t bought any material from them prior to 1949, where we have 
proof here that we have bought material from them as far back as 1945, 
and even have a letter showing that an allotment basis was given to us 
in 1946. 

I have proof here that we have bought material from them as far 
back as 1946 and 1945. In fact, in 1946 we have a letter from them 
stating that they put us on an allotment basis in 1946, which sews that 
all up. 

We are not able at present to supply our customers with white 
paints of any kind for the above stated reasons, yet we are able to buy 
some white paints from some big companies in thé Atlanta area at 
dealers’ prices, except that the margin of profit is so small ‘that we 
cannot continue this much longer and remain in business, as the set-up 
of our company is a manufacturing set-up, not a dealer set-up. We 
cannot continue to act as dealers at such a small margin of mark-up 
and keep our heads above water. It seems to us that the big paint 
manufacturers are able to procure these white raw materials to carry 
on their business, while we smal] manufacturers find ourselves out in 
the cold. Also, we don’t know how to go about procuring a defense 
order from the Government, for fear we might collide with some of 
the 5-percent boys and incur the unending wrath of the higher-ups. 

So you can readily see that we have quite a problem and we would 
like to have an answer for it, for, frankly, gentlemen, we are be- 
wildered. 

Mr. Evins. You are a manufacturer, a small manufacturer of paints. 

Mr. Gittman. Yes, sir. 

Mr. Evins. And yours is a problem of getting the products that 
you use, such as white pigment from your normal source of supply ? 

Mr. Giriman. That is true. Let me explain. In the paint business, 
most of the paint is based on white paints of some kind, white paints 
are the basis of the paint industry. 
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Now, then, the essential white pigments such as zinc sulfide and ti- 
tanium dioxide, and so forth, are critical materials, or they are called 
critical materials—I don’t know how critical they are—and unless 
you have a DO rating, you don’t have the chance of a snowball in—you 

ow where. 

Mr. Evrys. Mr. Hughitt can tell you informally the procedure for 
getting a defense order and he will be glad to talk to you. 

Mr. Gutman. Thank you. 

Mr. Hueurrr. Yes. 

Commander Asuier. Mr. Chairman, I can tell the witness that 
paint and related products is one of the things where we have coordi- 
nated procurement; that is, there is one place in the entire Armed 
Forces that buys the bulk of that ed and that is the Aviation 
aver y Office, Oxford Avenue and Martin’s Mill Road, Philadelphia, 

a. 

Now, of course, some of the posts or some other military establish- 
ments are buying some paint in limited quantities for local use, but 
the bulk requirement is by that office in Philadelphia. Write to them 
and tell them what your facilities are and the sort of product that 
yeu can furnish and ask that you be considered. 

Mr. Guuman. Thank you. 

Mr. Burron. Are there a number of producers to which you can 
refer or is it produced principally by one, two, or three? 

Mr. Gutman. There are two big producers, the Titanium Pigment 
Products Co. and the Chemical & Pina Co. Both of these pro- 
ducers have gone on the basis that, instead of supplying the smal! 
manufacturers with 200 or 300 pounds a month, they would much 
rather supply one big manufacturer. They do not like to bother with 
us small people. 

Mr. Burron. And the bulk of the production is controlled by those / 

Mr. Gitpman. Yes, sir. 

Mr. Burron. What percentage of the total do they make, would 
you say ¢ 

Mr. Giutman. I would say offhand, not knowing the exact figure. 
something like 70 percent to 80 percent. 

Mr. Burton. Thank you. 

Mr. Evins. Mr. Halleck? 

Mr. Hauieck. Do you think it would do any good if this committee 
as a committee communicated with your suppliers, telling them your 
story; or would that prejudice you any ? 

Mr. Griuman. To be frank with you, I don’t know what it would 
do. What do you think it would do? 

Mr. Hatieck. I don’t know. But we would like to help you. 

Mr. Guiman. I know you would; we are grateful for that. 

Mr. Evins. I cannot imagine that you would be prejudiced. You 
have been a concern that has been giving them business for a number 
of years and your account has been good and your credit has been 
good. Why should any of them arbitrarily want to shut you off or be 
against you ? 

Mr. Gittman. That is just it, Congressman Evins. It is not us in 
“cea 0 It is a large number of small paint manufacturers who 
vave been cut off or curtailed from all white pigments because the 
producers just do not want those orders, they do not want to be 
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bothered with a small firm, a small shipment, they would just as soon 
sell to some large company. , ' 

Mr. Evins. Of course, the line of least resistance is the easiest 
course of action. I recognize that is true, just as anyone does, but I 
do not believe it would be prejudicial against your company, which 
has been doing business with them for so many years. 

Mr. Gurman. That is true. 

Mr. Evins. As Mr. Halleck suggested, we would be glad to get in 
touch with them if you want us to do so. 

Mr. Giutman. Thank you. 

Mr. Evins. Thank you. 

Our next witness is Mr. Harper. 


STATEMENT OF JOHN L. HARPER, CALVERT TRANS-LIFT CO. 


Mr. Harrer. Mr. Chairman, Commander <Ashler has already 
answered the questions I had as regards the company with which I 
am principally interested. 

Mr. Evins. For the record, give your full name and your company. 

Mr. Harver. John L. Harper, Calvert Trans-Lift Co. I have an 
interest in that company as a sales manager. 

Mr. Evins. Tell us your problem. 

Mr. Harrver. The problem that I want to present now is as manu- 
facturer’s agent. I have several lines which I represent in addition 
to my principal interest, and I am concerned about the clause which | 
is inserted into Government contracts which prejudices the position 
of manufacturers’ agents, who sell to the Government. 

Mr. Burron. May I ask—not the regular agent, it does not. It 
makes inquiry as to whether the firm has engaged agents other than 
their Bone. om agents. 

Now, from the practical angle, you may have no contracts and so 
this may not be in your area, but there is no prohibition against the 
use of regular established agencies in procuring Government con- 
tracts. 

Commander Asuter. Mr. Chairman, may I throw some light on 
that. 

There is in every Government contract for $100,000 or more, what 
is known as a contingent fee clause and in that clause the contractor 
must confess whether or not he has hired an agent to get this specific 
contract; and if he so confesses he must tell the amount of the fee 
that he pays.that agent to get him this contract. 

If he makes that confession, then there are two courses of action. 
The first is that the amount of the fee that he pays the agent can be 
deducted from the total amount of his award or, as is usually the 
case, the entire contract may be canceled at the option of the Gov- 
ernment. 

Now, bearing out what Congressman Burton just had to offer, 
there is reamaessy wrong with you or a group of people or a group of 
manufacturers hiring a representative, so long as you hire him across 
the board, to bring in whatever business he can get for you. 

But you pai g be cautioned against hiring the so-called one-shot 
operator. We in the Department of Defense are not against any- 
body’s having a Washington representative if he so desires and if he 
feels it is necessary and if he feels that he can afford it, because a 
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field representative will do a lot for you and in many instances it 
helps the Government procurement ollicers, by bringing sources of 
supply to their attention. 

The fellow we are gunning for is the one-shot operator, the man 
that claims that, because of his contacts and his influence, he can 
get you a particular contract. ‘ 

Mr. Harrer. I have not the slightest question of the sincerity of 
it, but by the wording of the law itself, it is such that it is open to 
abuse by the departments and employees of the Government; it is 
open to literal interpretation and application which, in fact, is 
prejudicial to the manufacturers’ agent, the legitimate agents who 
may be, under the law, denied their commission. 

Commander Asuier. Mr. Harper, I do not want to take exception 
to what you have to say, but I think that it is the public opinion that 
was generated as a result of the now famous 5-percenter hearings 
that did more of the damage than the actual law which provides for 
a contingent fee. 

Mr. Hauuecx. Mr. Chairman, I wonder if anyone here has the Jan- 
guage that is in those contracts ? 

Do you have that, Commander, by any chance? 

Commander Asuter. No, sir. 

Mr. Burton. I can get it for you. 

Mr. Curtis. Well, I think at this point, it should be put in there 
that a manufacturer's agent is long established as a method of doing 
business in industry. 

Mr. Evrns. That is recognized. 

Mr. Curtis. And this implying that 5-percenters have anything 
to do with legitimate manufacturer’s agent, or that he is doing any- 
thing wrong—I do not think that legitimate agents such as this man 
should be connected with this problem that we all recognize exists 
with the 5-percenters. 

In other words, if the language is not sufficiently clear that the 
manufacturer's agent is in a proper business, then I think we ought 
to clarify it. 

Commander Asuier. Mr. Congressman, I think you will find the 
clause is specific and explicit, and if it is read carefully it will not 
confuse. 

Mr. Burton. There is a proposal for a questionnaire which would 
say, “Have you or have you not used an agent other than your regular- 
ly employed agent?” And if you check, “I have not,” that is all 
there is to it; or, “Have you employed other than your regularly em- 
ployed agency?” and if you just use your regularly employed agent, 
then it is all right; so that, I would think, should take care of that. 

Mr. Harper. I did not know I would have an opportunity to bring 
that out or I would have come better prepared, but the courts have 
made some rulings which in fact are prejudicial to our regular em- 
ployers’ agents, unquestionably. 

Mr. Evins. As a matter of fact, that law was written to protect 
your interest. Would you recommend its repeal, is that your recom- 
mendation ¢ 

Mr. Harrer. No, sir, I would not. I recommend clarification of the 
law so that it would unquestionably serve its purpose, the ptrrpose 
that I am sure you intended, and that it will, in fact, be as Commander 
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Ashler interprets it. It does not, within its language, serve that pur- 
and the courts have interpreted the law detrimentally to us. 

Mr. Hauieck. Mr. Chairman, might I suggest at this point that 
we assure the witness here that some member of the committee staff 
will get that language together and we can put it in the record at 
this point and then can undertake to take some action as might be 

roper ¢ 
. Mr. Hareer. I thank you. The Manufacturers’ Agents National 
Association have been active on this matter for quite a time and they 
have a lot of information about it; still, it has not been clarified. 

Mr. Evins. Such information as you want to present in this con- 
nection would be apprepriated. 

Mr. Harrer. Thank you. To whom doI present it? 

Mr. Evins. To the Committee on Small Business of the House of 
Representatives. 

Mr. "Hanren. Thank you. 

Mr. Evins. And you might as well present it to your Congressman, 
Mr. Davis, if you wish to do so. 

Mr. Harrer. Thank you. 

(Discussion off the record. ) 

Mr. Evins. You may proceed, Mr. Banker. Mr. Roger Schoerner 
was to be our next witness, but he wishes to wait. 


STATEMENT OF A. C. BANKER, STEPLIK PRODUCTS CO. 


Mr. Evins. Give your name and organization, please. 
Mr. Banker. A. ©. Banker of the ie ag Products Co. 


Mr. Evins. Thank you. You may proceed. 

Mr. Banxer. I have no prepared statement, gentlemen. What 
we are faced with is this business of negotiations. 

We have our business cut about 50 percent due to the allotment 
of material, and some way or other we have to make up that 50 per- 
cent to break even. 

We sent a representative up to Washington to call on several of 
the agencies up there and we were informed that they were very 
definitely going within the next 3 weeks nearly 100 percent to nego- 
tiations. 

Our representative asked.them at that time on what basis and they 
said they were dividing it into three ways. 

The first class is those that have been in the habit of making 
that particular product. No. 2 were those that had bid on that 
product previously and had been high. 

In case both of those combined could not furnish their requirements, 

oy would call on anybody else that might be on file. 
- Well, that practically shuts the door. You don’t know what is 
being let. You don’t know what they want or why, and you don’t 
know what price they are paying for it—the fact of the matter is, 
you don’t know anything about it. 

Mr. Evins. What do you manufacture, Mr. Banker ? 

Mr. Banxer. Aluminum ladders. 

Mr. Evrns. That was listed in the U. S. Government Advertiser. 
They listed it and asked the suppliers to write to them, whereby they 
could get in touch with them. Have you see the publication ? F 
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Mr. Banxer. That was the last issue of the U. S. Government Ad- 
vertiser. I cut that out and I was going to answer it and I have 
not done it as yet. That was last week’s paper. 

Mr. Evins. That is information rigutdiae future contracts that 
i to be negotiated. 

Mr. Banxer. And my information was that they were practically 
going to go to entirety on that basis. Now, of course, for us to func- 
tion, we have got to find, if we cannot build our own product, some- 
thing that we can build in the interim. 

Mr. Burton. Is the material withdrawn for your regular product ’ 

Mr. Banker. Yes. Now, you see, we are getting a good bit of 
defense-order business, but here is what we are faced with. 

You see, we have been on allotment since August. The first allot- 
ment that we went on was because the aluminum company, the mills, 
were so loaded that they could not give us all of the metal that we 
needed to buy. 

Then, November 1, the NPA regulation came along and they hurt 
us still further, so that we have never been able to get stock. 

Now, with respect to these DO orders that we get, most of them are 
marked “Urgent,” and that means 20 days. Now, we can get our 
civilian allotment, what there is of it, in about 45 days, sooner than we 
can get it on DO orders, as a matter of fact. Now, when we use our 
stock to make up the DO orders, it takes us about 45 days longer to 
replace that stock on that DO business than on the commercial, and yet 
we are supposed, we are duty-bound to take the DO business in 
preference. 

Mr. Evins. You are getting some orders at the present time from 
the Government, did I understand you to say ? 

Mr. Banker. Yes, sir. We have been selling the Navy and we 
have been selling the Army and the Air Force, all three of them, and 
we have some orders in process right now with them, and most of 
those orders come back to us on a special form with big black letters 
that big [indicating], marked “Urgent” and “20 days’ delivery.” 

Mr. Evrns. And heretofore you have been able to receive all of the 
information on bids? 

Mr. Banker. Now, this is business we went out and—what we did 
was to go direct to the military camps and pick up this business 
ourselves, 

I will tell you what we did. We sent out 250 brochures to every 
buying organization listed in that guide, “How to Do Business With 
the Government” is the name of it. You have probably seen that. 
It is a large, red colored booklet and it lists all of the buying agencies, 
in that booklet. 

Well, we sent that to everyone, and out of all of that we have had 
one request, out of all of those, and they did not have the prints, they 
could not furnish us the prints, so we could not bid on that. I believe 
that came through the Navy Building in Washington—well, the main 
Navy office building in Washington, I think. 

Mr. Evins. I want to say that the Committee on Small Business in 
the House has been very active in trying to bring about action on the 
part of the procurement agencies to increase the dissemination .of in- 
formation to small business so that they might have a chance to 


participate. 
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Mr. Banker. Well, we have the invitation to bid and I am going 
to send it back with “No bid.” The opening day is April 4 and we 
have not received the prints. 

Now, I just happened to have a man in Washington the early part 
of last week and S was at the Navy Building and they told him that 
they were sorry, they did not have any prints and they would not be 
able to have them in time for the bid. 

Mr. Evins. Are there any other questions? 

Mr. Banxer. The main problem is, naturally, in our case, like with 
these other men, is it possible to find out where and how you can pick 
up some business so as to take care of the slack. 

Commander Asuier. I would like to make a statement on the 
record just in case that the audience, the witness and the Members of 
Congress have been misled. The U.S. Government Advertiser is not 
a publication of the United States Government. 

Mr. Banker. No, sir; we understand that. 

Commander Asuuer. And it is not an official announcement. 

Now, as to the witness’ classification of the three categories of 
negotiation, it is true that there are three categories, but they are not 
quite as you have listed them, Mr. Banker. 

When we negotiate we deal first with the people who we know can 
do the job because they have done it before. 

Mr. Banker. Yes, that is the way that was. 

Commander Asuier. And, secondly, we turn to people who, by their 
national reputation, ought to be able to do the job; and thirdly, to 
the group in which you belong, those newer companies who have not 
necessarily done that sort of business before but who have taken the 
trouble to acquaint the procurement offices, not only with their fa- 


cilities and equipment, but have convinced them of their capability 
to do the job. I would say the fact you are now already engaged in 
) 


several defense contracts indicates that you are well on the road. 

Mr. Banxer. Well, we could do a satisfactory job. As I told you, 
the contract we have now, we have gone to the camps. We have done 
quite a bit of business as well for the United States Navy at Norfolk, 
and we have gotten jobs from the post engineers and from the fire 
chief of those components. We did not go to Washington. 

Commander AsHier. Those were local procurement items, locally 
procured. 

Mr. Banker. That is right. Now, what we would like to know— 
we don’t mind those things being negotiated, if we only knew, if 
only there was some way people could find out what they are going 
to buy—but I don’t know how that could be done. 

Commander Asuter, Well, I can tell you that there is at the present 
time under consideration a plan to give prior notice of intention to 
negotiate and have it distributed through the United States Depart- 
ment of Commerce in the same fashion as they have been distributing 
information now for almost a year for invitation for bids. 

Mr. Banker. May I ask you another question ¢ 

Commander Asuuer. Yes. 

Mr. Banker. We sent out about 250 forms that we got from the 
Chemical Warfare, and we had them mimeographed and we sent them 
to all of the buying agencies. 
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Now, might I understand that those are put on file and if they ha: 
anything that would meet with our capacity, that we would be noti- 
fied—or does it not ¢ 

Commander Asuier. Ordinarily, I would say “Yes”; but I think 
it is up to you not merely to file that paper with the procurement office 
and let it die. I think it is your responsibility to follow that up and 
give an indication to them that you are continually interested in that 
sort of thing, because we have been faced with the problem that we 
were sending out invitations to bid to people who were no longer in- 
terested in that particular item and who had failed to tell the Govern- 
ment that they were no longer interested, or that they were out of that 
particular business. 

Mr. Evins. Mr. Banker, we appreciate very much your statement. 
T am sure that the committee is anxious to be helpful to you. 

Mr. Banker. Thank you. 

Mr. Evins. I might state, gentlemen, that we are not one-half 
through the number of witnesses who wish to be heard here in this 
session, and the time is running along. If we finish with the witnesses, 
then we will try to answer any questions if we have time, but, first, we 
do want to try to hear as many businessmen as possible. 

Our next witness is Mr. Hall. Mr. Hall, will you give your name 


and organization ¢ 
STATEMENT OF GEORGE LEO HALL, HALL’S, INC., ATLANTA, GA. 


Mr. Haut. My name is George Leo Hall, of Hall's, Inc. I am 
manufacturing an item that during World War II was considered to 
be very essential ; that is, a steam cleaning or steam degreasing equip- 
ment and those were used and are being used today, frankly, in every 
camp of every description in the entire world, they are using these 
degreasing-equipment machinery to sterilize and clean GI cans and 
for various other purposes. They are very essential. 

Now, I did not know about this meeting until last night, so I did 
not have anything prepared at all. I came down early this morning 
and I was put off until 2 o’clock, so that gave me an opportunity to 
go back and write up a few questions to ask. 

Mr. Evins. We would be very pleased if you will present your 
questions for the record, Mr. Hall. 

Mr. Haut. Thank you. I might mention that we are a very small 
business and I have been in the steam-cleaning business about 12 years, 
steam-generating business, and only a year ago started manufacturing 
our own equipment. 

Our weehien is the NPA regulations principally. In the manufac- 
ture of our machine we use practically everything it considers critical, 
such as sheet steel, bar steel, electric motors, wiring, and switches, all 
of which contain copper and brass and other things. 

We should like to know whether we should sell such machines to 
the wholesale trade without ratings or, if ratings are required. When 
a jobber extends a rating he has secured from his customer, what 
shall we do with such a rating? (a) Can we extend it to our sup- 
pliers? (4) How should we break down a rating that we have re- 
ceived fora ——s machine in order to extend it to several different 
sources of supply, say, a manufacturer of steel; a manufacturer of 
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rubber hose; a manufacturer of brass fittings or copper tubing; a 
manufacturer of electric wire; a manufacturer of electric switches, 
et cetera. 

My next question is, inasmuch as most of our suppliers of the above- 
mentioned items are now demanding that we extend a DO-97 rating 
on our purchase orders, both new orders and orders that have not 
alread n shipped, do we have the right to extend this rating or 
any other rating we receive and how should we break it up to extend 
a rating we have received for a complete machine ¢ 

Mr. Evins. I am going to suggest that a put all of your other 
questions that you have written down into the record. 

Mr. Hau. Yes. I have these other questions: 

In addition to this rating, suppliers who manufacture items con- 
taining copper, brass, etc., demand a certification as provided in NPA 
Copper Order M-12, as amended February 19, 1951, which, as you 
know, provides for statutory penalties. Most suppliers wind up by 
saying, “You are probably already familiar with this regulation,” 
and we are forced to come back with, “No; we are not familiar with 
nor do we understand Order M-12, do you?” Invariably they admit 
they do not know what it is all about. I have discussed the matter 
with so-called experts on this order. Two different attorneys and 
our certified public accountant and not one of them seems to know 
just what we should do. Please explain this to me in as simple a 
anguage as possible. 

Is there any way we can replenish our inventory? Can we increase 
it since we are a new concern and our volume is normally increasing ¢ 
Is there any rating we can use for inventory purposes ? 

Our chemicals are packed in fiber containers and metal containers, 


and our — are demanding that we extend them ratings. Is 


it necessary 
compound? If so, what kinc 
suffice? After all, cleaning compoun 
— as indicated in regulation 4. 
yhen we receive a rated order, is it necessary for us to set up 

an extra order file to as separated from orders we may have re- 
ceived without ratings? How long must we keep these rated orders? 

When we extend such ratings to our suppliers on our purchase or- 
ders, do we have to set up an extra purchase order file to keep such 
orders separate from purchase orders we have sent out which do not 
—— ratings‘ How long do we have to keep these rated purchase 
orders ¢ 

We have read over stacks of NPA regulations, orders, amendments, 
supplements, and what have you, and we can find no restrictions or 
any mention of steam-cleaning equipment nor of steam-cleaning com- 
pounds. Can you advise me of any such restrictions? In the event 
there is none, do we not have the right to manufacture and sell same 
and to order parts, motors, electric switches, wiring, rubber hose, cop- 
per tubing, brass fittings, and so forth, without the necessity of signing 
certifications or proven. ratings? 

What is the penalty if we unwittingly violate the provisions of the 
different NPA regulations and orders after exhausting every effort: 
to learn what it is all about ? 

Those are the questions that we would like to have answered, Mr. 
Chairman. 


or us to obtain ae on, say, one drum of cleaning 
of ae is required? Will a DO-97 


s is unquestionably operating 
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Mr. Evins. Mr. Hall, your —— questions are directed toward 
clarification of these orders and their interpretation. 

Mr. Haut. That is right. 

Mr. Evins. This committee has been insisting that local representa- 
tives in the field be able to give you an on-the-spot answer and we are 
hoping yet to get better results in that regard. 

feel that Mr. Hughitt will be able to answer most of your questions 
for you informally and, if not, then we will try to get them for you. 

Mr. Hatu. I might say this, Mr. Chairman, that we are a small or- 
ganization and we have not the personnel to visit Washington. I hon- 
estly believe that I would cooperate in every possible manner if I only 
knew what todo. So my remarks are not intended to be disparaging to 
his work in any regard whatsoever. 

Mr. Evins. We realize that. But it would facilitate small business 
if you could get your answers locally. 

Mr. Haut. And now I will make just one little criticism of the Gov- 
ernment on sending out specifications, particularly for machines or 
steam-cleaning equipment. I don’t think those specifications should 
be so written that they bar everybody except perhaps one particular 
make of machine. And I think in the matter of chemicals a specifica- 
tion should be written along the lines of looking toward what they 
will ultimately accomplish—in other words, I mean, to make it clear 
if it is not, that if they want a steam-cleaning compound to do a certain 
job, then I think that the specifications should specify what job is to 

done, either that or have the ingredients to put into that compound, 
because the way they are written now they don’t mean one darn thing. 

Mr. Evins. Thank you. I assure you that your recommendations 
and facts are appreciated. Are there any questions? 

(No response. ) 

Mr. Evtns. Thank you. 


STATEMENT OF ROGER SCHOERNER, SOUTHWIRE CO., 
CARROLLTON, GA. 


Mr. Evins. Give your name and organization. 

Mr. Scuorrner. My name is r Schoerner, and I am vice presi- 
dent of the Southwire Co., at Carrollton, Ga. 

Mr. Evins. You may proceed. 

Mr. Scnorrner. Recognizing a need for wire and cable manufac- 
turing facilities, Southwire Co. was organized early last year to help 
supply the ever-increasing demand being made by the South. Our 
company represented an industry new to Georgia—that of producing 
electrical wire and cables for the industrial South. Initial production 
facilities were keyed to supply a limited line of popular items in the 
bare copper and aluminum wire and cable field. 

Although Southwire Co. falls in the category of small business, it 
also falls in heavy industry. Therefore, its present capital investment 
is substantial. 

The basic metals required in our operations are aluminum, copper, 
and steel. To insure a steady flow of raw materials, Southwire adopted 
a policy of working with a minimum of two suppliers—and, in most 
cases, more than two. 

As of yesterday afternoon, our operation in Carrollton was shut 
down for lack of raw materials. 
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Just prior to coming down to this hearing, one of our suppliers has 
agreed to ship us an additional car of aluminum, pending clarifica- 
tion of the NPA regulations on this April 1 deadline. 

Mr. Evins. That is a very encouraging statement. 

Mr. Scuorrner. Yes; but the company took it upon themselves 
and their position with NPA is questionable. We tried to get clari- 
fication from the NPA, but we have not been successful. 

For the past several months, our incoming supplies have been grad- 
ually dwindling. Since the wire and cable industry was not covered 
by specific NPA regulations, we have been at the mercy of our sup- 
pliers. Some of these have chosen to keep Southwire operating at a 
survival pace; others saw fit to cut us off entirely. 

We have made many and varied appeals to committees and NPA. 
Some of these appeals have been fruitful and enabled us to continue 
limited operation until the present time. NPA had felt that it was 
pretty much out of the picture and we had to look to our suppliers 
for relief. We further understand from NPA that the cable alloca- 
tion program being set = April 1 would give us relief. 

As recently as 11 o’clock this morning, we were in contact with 
Mr. Lynch, in Light Metals Division, and indications are that relief 
will not be forthcoming for some time. 

The following wire was sent to Mr. Nagel Bell, head of Light 
Metals Division, yesterday: 

Southwire Co. has been carrying on limited operation for several months to 
survive until April 1, when we understood from your office relief would be ob- 
tained under cable allocation program. Operation is now shut down for lack 
of aluminum and your assistance needed for relief. This morning your Mr. 
Lynch advised allocation would be based on historical production records. You 
will recall we had none. Therefore we are requesting Southwire’s quota be 
adjusted in line with industry percentage operation. 

When organized, 6-day capacity was approximately 500,000 pounds per month. 
Present allocations from suppliers are down to 50,000 pounds per month— 
And it is that 50,000 pounds that our supplier has agreed to send us 
prematurely. 

For immediate relief would you direct, Kaiser, Alcoa, or Reynolds to ship a 
quantity of rods upon our certification that metal would only be used in accord- 
ance with NPA and DPA regulations. This is necessary for lead time to pre- 


vent continued shut-down. 
We believe you have brochure and necessary statistics on Southwire Co. If 


not, will make immediately available. 

We are including with this file recent correspondence and wire that 
reflect our difficulty in obtaining copper. Our experience here is 
similar to that with aluminum, except that we further find we are 
unable to extend DO's to our copper suppliers. This is particularly 
confusing to us, inasmuch as one of the many reasons given for our 
inability to obtain copper was our lack of DO orders. After we went 
out and secured several DO orders, we find we are still unable to 
secure materials. 

There is a void existing between NPA regulations and the ability of 
small producers to obtain materials. Until this gap is closed there can 
exist nothing but hardship for new small companies, regardless of the 
end use to which their product is to be put. 

Mr. Evins. Thank you, Mr. Schoerner, for your splendid state- 
ment. I think at this time, while you have some very current informa- 
tion and have had telegrams and phone calls that you have been mak- 
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ing and you are interested in the procurement of aluminum, Mr. 
Hughitt might at this time make a statement. He has just been on 
the wire with Washington and he may have some information. 

Mr. Hveurrr. The aluminum prohibition order will be extended 
for 30 days. In other words, there will be no prohibition put in effect 
on April 1, as originally directed. 

Mr. Evins. You have got some aluminum already and here is some 
information that it is going to be extended 30 days; that should be 
sufficient. 

Mr. Scroerner. Does that apply to the cable allocation program 
which has been separate and apart from the balance ? 

Mr. Hvueurrr. Well, the allocation program is a responsibility of 
the claimant agency. I cannot tell you just that quick what your pro- 
gram is. However, just as rapidly as they are reported by NPA they 
are presented to the Priorities Administration Committee, which is 
composed of NPA, Interior, and all interested agencies, and directives 
to implement such programs will be issued on all approved programs. 

Now, I cannot tell you about this particular program but I will find 
out for you and let you know. 

Mr. Evins. Any questions, Mr. Curtis? 

Mr. Curtis. I want to clarify something, if I could. This extension 
for 30 days for nonessential use actually is going to hurt you, isn’t it? 

Mr. Scrioerner. That is right, it is going to hurt us. We have been 
suffering under this program for some time because of our lack of 
historical purchasing position with suppliers. The truck-body manu- 
facturer, for instance, was in a purchasing position and he could get 
aluminum for his truck bodies. We had no historical purchasing 
position, being newly organized. 

Therefore, we had to rely on suppliers making us some allocations 
in their own programs. The extension to keep these other small or- 
ganizations going is in effect going to be a further hardship on us at 
the moment. 

Mr. Evins. Which indicates that it is altogether too rigid. 

Mr. Burrin. There may be some relaxation that might help you. 

Mr. Hvueurrr. Mr. Chairman, I think that one of the most. difficult 
problems that NPA has in handling materials is the question of the 
new company without historical basis. 

Quite obviously when they get into anything as critical as aluminum 
is—well, when you give it to someone, you have got to take away from 
somebody else. There simply is not enough to go around yet, because 
of the added impact of the defense effort. 

It is a pretty difficult problem and it is one where we have to move 
carefully—and I am sure that this gentleman realizes that we are not 
acting arbitrarily. 

Mr. Scuorrner. Yes; I appreciate that, but when Southwire Co. 
was organized we placed purchase requisitions and had them, in some 
cases, acknowledged; at least, suppliers had plenty of opportunity to 
supply last March when there was actually a slight recession and sales- 
men were pounding a path to our door and we were furnishing orders 
or purchase requisitions for materials. 

When the situation became very critical in late June and July, just 
when our operation was getting going, our suppliers then felt that 
we were a new customer and we fell in line with no historical position ; 
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yet just 2 months prior to that there was plenty of metal available for 
our purchase orders. 

So we could assume nothing but that the metal that a month ago 
could have gone to us was now going to older companies or integrated 
operations of primary producers. In other words, we are in what you 
might say is an un-unique position. 

Mr. Evins. Well, I think that those extensions could well be used 
by your company to establish some basis of use of aluminum. 

Mr. Scuorrner. That is right, and that was the basis of our appeal 
to Mr. Bell. Now, that may be delayed another 30 days. We are 
operating with less than 10 percent operation at the moment and, as 
you know, that is not even a survival operation. 

Mr. Evins. Mr. Cash is asking if-you will yield. 

Mr. Scnorerner. Yes. 


STATEMENT OF J. WILSON CASH—Resumed 


Mr. Casu. Mr. Chairman, along the line of aluminum, we use a 
good bit of aluminum in our fabrications, for air-conditioning systems 
and, of course, that is cut off. 

But we frankly are wondering whether there is actually an alumi- 
num shortage. I don’t believe there is. We have heard that the 
Aluminum Co. of America has subsidiaries in Canada which are mak- 
ing aluminum at a terrific rate for Canadian industry and Canada’s 
needs, and more than they need, and yet in the United States someone 
has been able to get the United States to prohibit importation of 
aluminum from Canada or slow it up in some way. 

But you can get it, and that is substantiated by this. We had a 
friend who was in a very bad need for a large quantity of aluminum 
and it was suggested that he contact Alcoa and tell them he wanted 
aluminum from Canada, and almost immediately he got aluminum 
shipped from Canada. 

ioe it happened, I don’t know, but it did happen. I also know of 
some aluminum that came to New Orleans at 54 cents a pound and was 
sold here. 

So we just wonder if there is actually a shortage of aluminum and 
not just an artificial shortage. 

Mr. Hatxeck. That is one of the things that we are trying to find 
out. 

Mr. Evins. We appreciate your observations. As Mr. Halleck said, 
these are things that we are going to try to find out the answers to. 

The next witness we have on our schedule here is Mr. Abrams. 


STATEMENT OF A. R. ABRAMS, PRESIDENT, A. R. ABRAMS, INC., 
ATLANTA, GA. 


Mr. Evins. Please state your name and organization. 

Mr. Asrams. A. R. Abrams, president, A. R. Abrams, Inc., of 
Atlanta, Ga. 

The present Government regulations affecting commercial con- 
struction, and general conditions which have developed since the out- 
break of hostilities in Korea, present a serious problem in the operation 
and continuance of our business. 
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We have been in business as general building contractors since 192), 
operating regularly throughout the southeastern section of the United 
States and with other work periodically in other sections of the 
country. We have specialized in commercial construction, offering 
complete service including design, merchandising lay-out, construc- 
tion and installation of all equipment, and store fixtures manufac- 
tured and installed for each specific location. A good portion of our 
business has been remodeling and modernizing retail stores for suc}, 
national chains as Lerner S Ops, J. J. Newberry Co., Butlers, Inc. 
the Askin Stores, Inc., Grayson Shops, W. T. Grant Co., and numerous 
department stores and individual retail outlets. We have also con. 
structed complete new store buildings for the H. L. Green Co., Lerner 
Shops, and many smaller concerns. 

Under existing NPA regulations, commercial construction is very 
limited and we are unable to utilize our existing plant and personnel. 
Our staff is composed of about 25 highly trained and specialized em- 
ployees, each of whom has required expensive indoctrination to our 
procedures. If we are unable to retain their services at present, re- 
placement at a later date would be most difficult as well as costly. 

We also operate a cabinet factory which at present is 95 percent 
shut down due to lack of work, indirectly Sid ays from restrictive 
orders. The factory occupies approximately 30,000 feet of floor space 
and represents roughly $50,000 invested in machinery and equipment, 
and $60,000 invested in raw materials for fabrication. In addition to 
losing skilled workmen through lay-offs, we are unable to secure any 
— on this investment or liquidate our holdings without a drastic 
oss. 

The problem of securing materials appears to be mainly one of 
distribution rather than shortage. Black-market operations, we have 
found, have already cut into available materials. In addition, nu- 
merous new businesses have begun handling such materials on a specu- 
lation basis and upset organized distribution channels. As an exam- 
ple, large steel companies, which formerly sold direct, now channel 
their product through warehouses, which increases the price in rebill- 
ing from 1 to 2 cents per pound, even though the warehouse does not 
physically handle the steel. In many cases, in addition, the warehouse 
chooses their customers who will receive the allocation. 

Even in instances where certain materials are not available, we 
could, if authorization to build or remodel could be secured, substi- 
tute with less critical or readily available materials and thereby per- 
form a sufficient volume of work to hold our organization together. 

Certain defense contracts are open for public ae but no repu- 
table contractors can compete against the numerous bidders and secure 
sufficient contracts to maintain his operation. If such contracts are 
obtained, the chances of actually losing money on their performance 
are great. The contracts which are negotiated are exceedingly diffi- 
cult to secure due to political pressure and favoritism. 

I want toadd tothat. There was a job that was bid at Fort McPher- 
son which amounted to $10,000. I understand that there were 20 
bidders on it. 

In summary, we believe that with the manpower which is available, 
and with materials which are available or for which substitutes can 
be found, restricting orders should be eased so that businesses such 
as ours can continue in existence and provide not only their service 
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to general business and the public but also their usual share of taxes 
to provide a strong America. 

Today we are laying off carpenters. We don’t know where to put 
them. e can hive 200 carpenters in an hour’s time; but we cannot 
keep them, we don’t know what to do. yf 

Mr. Evins. Thank you, Mr. Abrams. In addition to manufacturing 
these cabinets, will you state again what you manufacture ¢ 

Mr. Asrams. We manufacture millwork, store fixtures for com- 
mercial purposes. 

Mr. ? ag What kind of store fixtures, counters ¢ 

Mr. Asrams. Counters, show cases, wall cases for grocery stores and 
department stores. 

Mr. Evins. And you feel that the real problem in your opinion is 
one of distribution rather than a shertage of material. I notice you 
have an observation with respect to aluminum. I wonder if you would 
elaborate your views on that for the benefit of the committee. 

Mr. Asrams. Well, it is pretty hard to elaborate unless you want 
to go into quite a lengthy discussion. 

t reminds me of the time back there when we had the WPB. When 
the orders came out we were putting in a lot of these store fronts, 
and the order came out to chop up all of the aluminum that was already 
extruded into 2-foot lengths. 

Well, that aluminum was never picked up. It was just wasted, 
you see. 

: It was the same story as when a man bought a suit of clothes at 
that time. You remember, they were not permitted to put on the 
cuffs on the trousers. Well, your tailor still had to have that material 
in those trousers, and he chopped off the cuffs and, well, he still has 


got all of those scraps that were left over—well, what was he going 
todo with them? You get my point, I am sure. 

Well, we are going through the same thing again now. 

Mr. Evins. Off the record. 

(There was discusion off the record.) 

Mr. Evins. Thank you. Our next witness is Mr. Tucker. 


STATEMENT OF T. T. TUCKER, SR., PRESIDENT, METALCRAFT 
ENGINEERING CORP., ATLANTA, GA. 


Mr. Evins. Give your name and organization. 

Mr. Tucker. T. 'T. Tucker, president of the Metalcraft Engineering 
Corp., Atlanta, Ga. 

After listening to these other gentlemen, Mr. Chairman, I find that 

we are in a rather unique position. We do not have any trouble get- 
ting material. We do not have any trouble with NPA and we do not 
have any trouble with purchasing—in fact, we are out looking for 
subcontractors; we are swimming around with orders—but we do have 
other troubles. 
_ Perhaps the greatest difficulty small business has with Government 
is protecting itself against the multitudinous small-business aids 
which Government has established. It would seem to me that the first 
thing Government should know is just exactly what is “small busi- 
ness.” If you are operating a siail business, go to any Government 
agency and find out for yourself. None can answer of its own know]l- 
edge, succinctly and confidently, what is small business. 
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So that there shall be no misunderstanding between us, I am going 
to tell you exactly what I mean by small business: 

1. An independent business which is not a subsidiary or associate 
of any unit not itself a “small business.” 

2. A business upon which management must depend for their own 
personal livelihoods. 

3. Management and ownership should be coexistent. 

4. Employing less than 100 people. 

5. Not more than $250,000 in capital assets. 

If management of my kind of small business is sufficiently aggres- 
sive, they will perhaps have similar problems to Metalcraft. They 
will have developed a good product. Given time, they will have found 
out who in Government can and does use their product. Or, they will 
have discovered ways and mean#to convert their facilities to Govern- 
ment use. Government is slow pay. There are inspections and many 
other delays. How is this time increment to be financed? Here is 
where small business runs squarely into the frustration of Govern- 
ment red tape and indecision. Let me tell you something of Metal- 
craft's experience and how you gentlemen can perhaps help. 

Three years ago Metalcraft developed and built dies for the manu- 
facture of windows in the canvas tops of Government jeeps. So far 
as I know, there are no other similar dies in existence. Ordnance was 
kind enough to pay for these dies with their first purchase. Since 
then several small orders have been manufactured. But, when the 
Government decided to winterize jeeps, they wanted the entire can- 
vas-top assembly, not just windows. Metalcraft accepted a subcon- 
tract to produce 15,000 window frames. 

In due course materials were ordered. The steel mill scheduled 
shipment during April 1951. About the 1st of March Metalcraft 
received a demand sin the steel mill for $4,050 advance payment. 
It was then discovered that the steel would not even be produced 
unless cash was on hand before production started. It means financ- 
ing is required for many months. The steel mills are just not inter- 
ested in small business. They informed Metalcraft that, unless this 
advance payment was immediately forthcoming, Metalcraft’s order 
would be removed from their production sthedisie The next produc- 
tion schedule would be many months hence. Metaleraft is prepared 
to accept sight-draft shipments but cannot advance funds 45 to 60 
days before raw materials are received. Here is what Metalcraft had 
already done about it. 

There has been a ruling by the Comptroller General making the 
assignee of a Government contract liable in the event of renegotiation. 
That has shut the door of commercial banks. Discussions with the 
Federal Reserve bank showed that V loans were not designed for small 
business without adequate working capital. The Reconstruction Fi- 
nance Corporation could only advance against fixed assets. They said 
they had no authority to use Government contracts as collateral. On 
December 11, 1950, a loan application was filed with the National Pro- 
duction Authority. It was the twenty-fifth application they received, 
and it bears that number. 

Metalcraft showed that they had on hand $91,073 in unshipped Gov- 
ernment contracts. It was also shown that notifications of award 
amounted to another $199,943, and that negotiations were in progress 
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on an additional $310,468. Metalcraft also showed that they were 
the only bidder on more than 85 percent of its business and was, there- 
fore, in many instances the Government’s only source of supply. The 
urgency of the situation was made obvious by the “end use” of the 
products. ; 

That was back in December, about 4 months ago. These jeep can- 
vas tops were urgently needed this winter. Until the Government 
finds some means of raising $4,050, I cannot tell you when delivery 
will be made. I wonder what the fellow is thinking who is sitting out 
in the snow on a bleak Korean hillside. Does he really know why he 
has no protection from the weather? 

I would recommend that your committee do these things: 

1. Clearly define “small business.” 

2. Seek the abolition of all other so-called aids to small business 

3. Limit loans to $1,000,000 for any one borrower. 

4. Select an advisory committee from small business, preferably 
one member from each Federal Reserve district, to work with you in 
the formulation and administration of all small-business legislation. 
Your advisory committee should be men to whom small business can 
turn for advice and upon whom you can depend for help. 

Mr. Evins. Thank you, Mr. Tucker. How long have you been in 
business ¢ 

Mr. Tucker. About 30 years. 

Mr. Evins. And you have $93,000 in undelivered, unshipped orders 
to the Government ? 

Mr. Tucker. This particular business has been in existence 4 years. 
And we have notification of award for $199,900 and another $310,000 
is in negotiation. 

Mr. Evins. And your consider yourself a small-business concern ¢ 

Mr. Tucker. Yes, by these five categories that I have set up, we 
are small business. 

Mr. Evins. By your definition? 

Mr. Tucker. Yes, sir. 

Mr. Evins. You made some observation about the boy in Korea 
wondering why he has no protection from the weather. With these 
contracts that you have, it would seem to me that you would facili- 
tate getting that tohim. That is my observation. 

Mr. Tucker. Well, we did everything we could. We cannot con- 
trol—when the steel mills will not deliver steel, it is tough. 

Mr. Evins. You are talking about small business. It would seem 
to me from the majority of the testimony we have heard today that 
there is small business that needs help. Now, you make your remarks 
in a rather facetious sort of way. You are a very fortunate busi- 
nessman, and you are in a minority. 

Mr. Tucker. Yes, sir. That is the way I prefaced my remarks: that 
I thought we were very fortunate. 

Mr. Evins. Are there any further observations? 

Mr. Hatieck. What is the reason that the steel companies give for 
requiring that payment in advance? 

Mr. Tucker. I do not know. I did not ask. 

Mr. Hatieck. They did not give you any? 

Mr. Tucker. No, sir. 

Mr. Hauieck. They did not volunteer any ? 

Mr. Tucker. That is right. 
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Mr. Hauueck. It does seem strange that they would do that. 

Mr. Tucker. It does. But a mene 4 Pw cannot buy less than a 
carload of steel from the mill direct. This particular order takes 
two cars of material, and we have to depend on the schedule. In other 
words, we cannot just go to the warehouse; the warehouse does not 
have that steel. 

Mr. Burron. When you took that job, you had your finances plan- 
ned to handle that? 

Mr. Tucker. Yes, sir. 

Mr. Burron. And the contract that requires delivery on your part— 
is there a penalty there? 

Mr. Tucker. All delivery schedules are based on the procurement of 
materials, on the availability of materials. 

Mr. Evins. Any questions, Mr. Curtis? 

Mr. Curtis. No questions. 

Mr. Hatieck. No further questions. 

Mr. Evins. Thank you very much for your recommendation. 

Our next witness is Mr. George T. McDonald of the Georgia State 
Highway Department. Is Mr. McDonald present ? 

(No response. ) 

Mr. Evins. He does not seem to be here. 

Our next witness is Mr. Rosenberg. 


STATEMENT OF CHARLES LEWIS ROSENBERG, SIMMONS PLATING 
WORKS, ATLANTA, GA. 


Mr. Rosenserc. Mr. Chairman, my name is Charles Lewis Ros- 
enberg, and I am representing Mr. L. Rosenberg, president of the 
Simmons Plating Works. He was unable to be here. 

Mr. Evins. Give your connection. 

Mr. Rosenserc. Manager of the company. I am sorry that I was 
not prepared to come down here. Mr. nberg was supposed to be 
here, but he found out last night that he could not get here, and he 
gave me this letter, which was written ahead of time. 

Our main problem is the purchasing of nickel. Our business has 
been in existence 60 years—1891 was when it was started. It was a 
very smal] business at that time, and today it employs about 90 people. 
I would like to read his letter. , 

Mr. Evins. You may proceed, yes. 

Mr. Rosensere (reading) : 

We have approximately 90 employees and due to the scarcity of raw materials 
and also restrictions, will have to release approximately one-half of our employees. 

We are unable to obtain nickel anodes in sufficient quantities to continue our 
operations. Further, we will be restricted from further nickel-plating at the 
end of April, under order M-14. 

We do not have sufficient defense orders to retain all of our employees. 

Nickel anodes are available on the gray market at fantastical figures—where 
do they get it? 

Unless we are permitted to continue and are able to obtain scarce materia!s 
at legitimate market prices, we will have to have defense érders or practically 
shut down. 

We are in a peculiar position in that we do not manufacture for the 
Army or the Navy or the Air Force. We have to contract out; that is. 
subcontract, any work that we are going to have. 

It seems as though any orders that have been let in this section of 
the country, while they might call for plating work, are not far enough 
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along at this stage for us to be able to take care of any of the plating 
for the companies that have those orders. 

Now, with respect to nickel, the regular price of nickel is 79 cents a 
pound. We have advertised in the New York papers some months 

and we were able to buy nickel at $4.50 a pound if we wanted to 
buy it at that re. 
ow, we are down very low on nickel. Our operations—while they 
are 24 hours a day at present, we have to watch them very closely. 
There are certain items we cannot plate because we do not have suffi- 
cient nickel to plate them. 

What we want to know is how to get that nickel. We do not feel 
that there is any scarcity of it, if we can buy it at $4.50 a pound. 

Mr. Evrns. Mr. Rosenberg, what information do you have regarding 
these quotations from the black market? Do you have the names? 

Mr. Rosenserc. We have the names. 

Mr. Burron. May we ask the normal price? 

Mr. Rosenserc. The normal price is 79 cents a pound. We have 
obtained in the last 6 months very little through our normal sources 
of supply. We are set to a certain allocation, but they cannot furnish 
us even what they are allowed to allocate. I think it is 65 percent 
of our normal usage. 

Mr. Evins. Any questions, Mr. Curtis? 

Mr. Curtis. Have you any idea how that nickel got into the black 
market ¢ 

Mr. Rosenserc. No, sir. I wish I did know. I think our suppliers 
are honest people and want to help the war effort. 

» Mr. Curtis. How many suppliers are there of nickel ? 

Mr. Rosenserc. Our major supplier is Udylite Corp. in Detroit. 

Mr. Curtis. Are there other suppliers? 

Mr. Rosenserc. There are other suppliers but they are not able to 
help us. We have been in touch with International Nickel; and there 
is Gaylite. Simmons Plating Works enjoys a very good reputation 


in that they are the largest plant in this particular part of the country, 
the i aa age concern. 
8. 


Mr. Do you think that any of that $4.50 nickel is imported ? 

Mr. Rosenserc. We do not know where it is coming from. 

Mr. Burton. But, the normal sources are largely imported, are 
they not ? 

Mr. Rosenperc. Yes, sir. 

Mr. Evins. Do you have any questions, Mr. Halleck ? 

Mr. Haieck. Yes. Mr. Rosenberg, by this question I do not mean 
— any intimation that you would do this thing that I am talking 
about. 

But, assuming that you could get a quantity of nickel at 79 cents a 
pound, would you make more money out of it processing it and using 
it in your your business, as against selling it at $4.50? 

In other words, what I am getting at is simply this. Do certain 
people who have a historical valstionditi and hence who have an alloca- 
tion and who can get nickel, do they turn around and go to somebody 
for resale? 

Mr. Rosenserc. No, sir, no; none of your primary users. In other 
words, you take for instance your automobile manufacturers. They 
are not selling what nickel they had when they were forced to stop 
plating. ; 

86267—51—pt. 1——17 
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Now, I don’t know where the nickel is. Maybe the Government has 
taken that nickel. Anyway, answering your question, none of those 
large manufacturers are offering nickel just because they have been 
stopped from nickel-plating. 

Mr. Evins. I wonder if, Mr 
$4.50 situation. 

Mr. Lao McCormick. Yes, Mr. Chairman. I reiterate that Office of 
Price Stabilization is in a position today to look into these things very 
carefully from an enforcement standpoint. Where we find actua! 
black-market operations, we are able, with competent. people, to hit 
and hit hard. 

Could I speak to you in the hall for a few minutes? 

Mr. Rosenserea. Yes, sir. 

Mr. Evins. Suppose you go and talk with Mr. McCormick. Thank 
you for your information. 

Mr. Rosenserc. Thank you. 

Mr. Evins. Our next witness is Mr. Farris. 


STATEMENT OF ALTON FARRIS, GEORGIA AUTOMOBILE DEALERS’ 
ASSOCIATION AND ATLANTA AUTOMOBILE DEALERS ASSOCIA- 
TION 


Mr. Evins. Give your name and organization. 

Mr. Farris. My name is Alton Farris. I own and operate a small 
automobile dealership in Decatur, Ga., and am president of the At- 
lanta Automobile Dealers’ Association. I am also a member of the 
Georgia Automobile Dealers’ Association. This association has a’ 
membership of 520 franchised automobile dealers, scattered over the 
entire State. Georgia is a rural State, and at least 75 percent of our 
members sell less than 100 new cars per year. Many of them sell less 
than 50 new cars per year, which really puts us in the class of small 
business. The board of directors of the Georgia Automobile Dealers’ 
Association met last Thursday, March 22, 1951. Each congressional 
district in Georgia has representation on the board. The board passed 
a resolution unanimously requesting me to pres before this com- 
mittee to outline in an informal way some of our problems. There- 
fore, I am speaking for the 520 members of our State association. 

The automobile dealers of Georgia want to do their part in the 
defense effort. We recognize any sacrifices we may make will be small 
indeed compared to the sacrifices our boys have made and are making 
in Korea. But we also recognize that successful small business is the 
keystone of a strong ——- in our country, and all we are asking is 
that the importance of small business, including automobile dealers, 
be recognized in Washington, and that we be given a fair break in 
connection with defense efforts. 

There seems to be a tendency in Washington to look upon the auto- 
mobile as a luxury, which is not center + essential to the defense 
effort. Nothing could be further from the truth. America is literally 


- McCormick, you could comment on that 


a nation on wheels. Automobile Facts and Figures, a national pub- 
lication, shows that 52 percent of all automobile trips are for the pur- 
of making a living. In some cities in Georgia the percen is 
igher than that. Literally millions of defense workers all over Amer- 
ica depend solely upon the automobile to get to and from work. I 
have for each of you gentlemen a little pamphlet, issued by the Na- 
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tional Automobile Dealers’ Association, which depicts graphically just 
how essential the motor vehicle is to our economy and our defense 
effort. I hope each of you will take time, at your leisure, to read it. 

The automobile dealers of Georgia are a vital part of the communi- 
ties they serve. You will find them lending their support, both in time 
and money, to all worthy civic enterprises, which is exactly what they 
should do. The overwhelming majority of them are doing an eens 
intelligent, and effective job in the distribution of motor vehicles, an 
in keeping them running. Let me emphasize again that the big ma- 
jority of our dealers in rgia sell less than 100 new cars per year, 
and many of them sell less than 50 new cars per year. 

The production of automobiles and trucks is being curtailed, and 
according to reports emanating from Washington, will be curtailed 
further. We do not a ag to any necessary cuts in production of mo- 
tor vehicles. But we do want the war production authorities to rec- 
ognize the importance of automobiles and trucks, and repair in 
our defense effort, and in our economy. May we point out, also, t 
automobile dealers, as in many other lines, derive most of their net 
profits from the top 10 or 15 percent of their sales. Therefore, when 

roduction is cut drastically, sales of dealers decline drastically, and 
ealers’ — decline drastically. We will have more to say about 
profits a little later. 

It appears that some officials of our National Government want to 
levy an excessive and prohibitive tax on automobiles. Strong recom- 
mendations have been made by some Federal officials that the excise 
tax on automobiles be increased to 20 percent. Taxes of all kinds now 
amount to about $475 on a $2,000 automobile, and the proposed 
inerease would raise it to about $675 on each lower-priced unit. This 
suggests again that some Washington officials regard the automobile 
as a luxury instead of the vital cog in our economy that it is. The 
motor-vehicle owners of Georgia have been paying 42 percent of all 
State taxes in direct automotive levies, and a large portion of the other 
58 percent in income, property, and other taxes. They also pay now 
to the Federal Government at least $30,000,000 annually in direct 
automotive taxes. There is such a thing as “killing the goose that 
lays the golden egg.” The Federal excise tax of 7 percent on automo- 
biles is as high as it should go. | 

The limitation of terms to 15 months on automobiles by the Federal 
Reserve Board has also reduced our potential, especially in the sale of 
used automobiles. Rumors have been circulating that terms on auto- 
mobiles might be shortened to 12 months, but information received 
from Washington this week indicates the Federal Reserve Board is 
not currently planning to tighten terms on automobiles, and, certainly, 
we hope this information is correct. High monthly payments on 
automobiles make it difficult for essential workers to buy the trans- 
portation they need. 

Now we come to a situation that is the most serious threat of all to 
the stability of automobile dealers. We refer to the program of the 
OPS which threatens, and which has already resulted in a reduction 
in the automobile dealers’ historic discount. Recently manufacturers 
were granted an increase in prices averaging about 314 percent. We 
assume the increase was warranted, else would not have allowed 
it. But OPS then issued an order which allows the dealer to increase 
his prices by just the dollars-and-cents increase granted the manufac- 
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turers, and this has resulted in a reduction of more than one point, 
or almost 5 percent in the dealers’ discount. i 

Figures compiled by the Business Management Committee of the 
National Automobile Dealers Association, from a Nation-wide survey 
. of its members, show that net profits of the more than 8,000 dealers 
who answered the questionnaire average 6.4 percent before taxes in 
1950. Now remember, gentlemen, that 7 5 percent of Georgia’s dealers 
sell less than 100 new cars per year, and many of them sell less than 50 
hew cars per year, and you can readily realize that these small dealers 
are not making any excessive amount of money, on net profits that 
average of 4.7 after taxes. Contrast these earnings with those of some 
of the manufacturers in various lines, who earned as much as 11 per- 
cent or more after taxes, and it is difficult to understand why a raise 
granted the manufacturers must be passed through in dollars and 
cents by the dealers, resulting in a decrease in their discount. 

But even more disturbing than that is the report or rumor that 
OPS is considering requiring dealers to absorb present and future 
increases granted manufacturers. Reports are that the OPS is study- 
ing profits of dealers to see if they can absorb such increases. Any 
study of this kind should surely include a study of the modest profits 
of small dealers, handling from 50 to 100 automobiles a year, and 
whose volume is being and will continue to be curtailed seriously by 
the curtailment of the production of motor vehicles. 

The National Automobile Dealers Association will present to the 
proper committees and officials in Washington, the facts regarding 
automobile dealers—facts compiled from surveys made among their 
34,000 members. Please remember that National Automobile lers 
Association speaks for these 34,000 dealers, and that the vast major- 
ity of them sell less than 100 new cars a year. 

We thank you for giving us the opportunity to appear. Again we 
say we are eager to help the defense effort, but we respectfully suggest 
that the best way to keep our economy strong and build up our de- 
fenses is to realize that the success of our economy and our system of 
Government rests on the success of the hundreds of thousands of 
small, independent businessmen in America. 

Now let us summarize. The automobile dealers of America would 
ask of you~—-the only champion we have—the Small Business Com- 
mittee of Congress, that you use your influence— 

1. To establish the fact that motor vehicles are essential to our 
defense program. 

2. To protect the public against discriminatory and prohibitive 
excise taxes on automobiles. 

3. To protect the dealers’ discount. 

4. To see that credit terms on automobiles are within bounds of 


reason. 

Mr. Evrns. Thank you, Mr. Farris, for your splendid statement. 
You represent a great industry and I assure you that this committee 
recognizes its importance. 

Now, you spoke about regulation W. I want to ask you one or two 
questions, if you please, for information in that regard. 

I might say the Committee on Small Business was very -instru- 
mental in securing a release of regulation W for your industry fol- 
lowing World War Il. 

Mr. Farris. Yes. 
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Mr. Evins. Do you think that the 15-month requirement at the 


resent time is too short ¢ 
Mr. Farris. We Semmes do; yes. 
be your opinion as to how many months 


Mr. Evins. What woul 
it should be extended to? 

Mr. Farris. We felt, when they first cut it 3 months, that that was 
jess than we expected. We expected some reduction to possibly 18 
but when they cut it 3 and then clip 6 more, making it 9 months, 
then that put the cars in the very high bracket out of the aver 
purchaser's resources, so to speak. Frankly, I think that 18 months 
would still be a restriction, but it would be a great help to the average 
man meeting a monthly note. 

Mr. Evins. Would you favor the same requirements for new and 
used automobiles ? 

Mr. Farris. I believe so; yes. As a rule the man that buys a new 
car has a little larger income and can pay an increased note. 

Mr. Evins. Mr. McCormick, can you make any observation re- 
garding the OPS phase of this testimony ¢ 

Mr. McCormick. Unfortunately, I was out of the room at just this 
time, talking to Mr. Rosenberg. 

However, sir, we know your problem, and we are making all the 
effort that we can to help you. We also know of the splendid coopera- 
tion that your association and related associations all over the country 
have given. As far as the Office of Price Stabilization is concerned, we 
appreciate that cooperation. We need your cooperation. 

e are trying to rectify your burden as far as our regulations are 
concerned. 

And we would also strongly recommend a national committee of 
your industry—— 

Mr. Farris. We have such a committee. 

Mr. McCormick. A national committee ? 

Mr. Farris. Yes. 

Mr. McCormick. When was it set up? 

Mr. Farris. That was appointed at the convention. We certainly 
would be glad to work with you in any way. 

Mr. McCormick. Thank you. 

Mr. Evins. Are there any questions? 

(No “se aged 

Mr. Evins. Thank you, Mr. Farris, for your statement. 

Our next witness is Mr. Grafman. 


STATEMENT OF CHARLES GRAFMAN, SOUTHEASTERN VENETIAN 
BLIND MANUFACTURERS’ ASSOCIATION 


Mr. Evins. State your name and organization for our record, please, 
Mr. Grafman. 

Mr. GrarMan. ee is Charles Grafman, and I am chairman 
of the Southeastern Venetian Blind Manufacturers’ Association. 

Mr. Evins. All right, thank you. You may proceed. 

Mr. Grarman. Gentlemen, I was very gratified to hear Mr. Hug- 
hitt’s statement that the effect of M-7 has extended 30 days. How- 
ever, we feel that is just a reprieve for the moment. 

We would like to bring to the attention of this committee that the 
venetian blind, as we consider it, should be classed as an essential item 
rather than enumerated as a nonessential one. 

(eters 
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Now, I have prepared a statement of approximately 20 reasons why 
the venetian blind plays an increasingly important role in industry 
and in the country as a whole. 

The Southeastern Venetian Blind Manufacturers’ Association, a 
body of men having a membership of approximately 80 firms from 
the States of North Carolina, South Carolin — Florida, Ten- 

Alabama, and Mississippi, menalied for the ent of 
their industry, and fully aware that the mobilization effort of our 
country in the present state of world affairs requires the cooperation 
and sacrifices of all citizens, and realizing the necessity for conser- 
vation of aluminum desires to bring to the atttention of this committee 
that the effect of NPA order M-7 would be disastrous, both to the 
industry and to the country as a whole, for the following reasons: 

We submit that— 

1. The curtailment of aluminum would preclude the manufacture 
of an item that is most essential to the war effort and to the mainte- 
nance of civil morale. 

2. Numerous small businesses would of necessity be required to close 
their doors as they will be unable to manufacture venetian blinds 
from any type of metal or wood as a substitute for aluminum. 

3. Many venetian-blind manufacturers in the Southeast are ex-GIs 
who have their entire life savings invested in their smal] businesses. 

4. Most of the persons employed in the industry are unskilled labor 
and women, and consequently of no vital use to war industries. 

5. Many of the venetian-blind manufacturers in the Southeast are 
small shops not having more than four employees. 

6. Older men and women unable to do heavy work required in de- 
fense plants can be employed in venetian-blind plants with no drain 
on the supply of workers for defense. 

7. The machinery and equipment used by small venetian-blind firms 
cannot be conve to defense production and insufficient capital and 
financing would preclude most manufacturers from equipping for 
defense production. 

8. Aluminum is the only metal known to the venetian-blind indus- 
try that can be used successfully in coastal regions because of its non- 
corrosive qualities. , 

9. Wood slats, the only other possible substitute are not available 
and are very critical and short in supply. 

10. Now, I understand from a statement by the Atomic Energy 
Commission that they recommend that all venetian blinds be closed 
and lowered in the event of a bombing attack or an atomic bomb attack, 
and that when they are so closed they form a protective shield pre- 
venting broken glass from entering the room in event of such attacks. 

11. Venetian blinds made of metal are less inflamable than any other 
type of window covering. : 

12. Venetian blinds were extentively used in Government and mili- 
tary buildings in World War II to obtain the most effective medium 
of light control and thus increase the efficiency of Government and 
military personnel. 

13. Venetian blinds permit careful control of light and ventilation 
minimizing the fatigue factor in helping maintain the healthr of the 
defense worker. 

14. The change-over from wood to steel and aluminum in the manu- 
facture of venetian blinds has resulted in a tremendous decrease in the 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 253 


use of freight cars, trailer trucks, and so forth, for transportation of 
war material. One carload of aluminum will produce the equal in 
yenetian blinds of 10 carloads of lumber thereby saving valuable 
transportation space to the defense effort. 

15. The small-business man whose life savings and livelihood are 
at stake must be protected during the course of a defense program 
into which his business cannot fit directly. 

16. The venetian-blind industry makes a valuable contribution to 
every phase of our defense program, it draws its employees from the 
handicapped, the disabled, the physically unfit, as well as relyin 
heavily upon female and yey workers, leaving the skilled an 

ter portion of semiskilled to defense production. 

17. Good health, comfortable working conditions, a feeling of safety, 
attractive homes, and principally gainful employment insure a cou- 
rageous and willing acceptance of a strict civilian economy. 

18. Venetian-blind manufacturers particularly in coastal cities such 
as Charleston, Savannah, Tampa, Wi i n, Pensacola, Panama 
City, St. Petersburg, Jacksonville, Daytona, Fort Lauderdale, Miami, 
and West Palm Beach would suffer severely as aluminum is the only 
known metal that can be used in these areas, and approximately 80 
small firms now manufacturing venetian blinds are located in the 
above cities alone. 

19. There are 4 ware 350 manufacturing firms located in 
the Southeastern States having average employees of four persons 
and whose average net worth is not in excess of $6,000. These small 
manufacturers are to a very great extent unskilled and untrained in 
other trade or callings and would, if they were forced out of business 
become possible burdens on their respective communities. ~ 

20. The venetian-blind industry belongs essentially to the small- 
business man. The contributions which venetian blinds and the in- 
dustry make to the defense program from’ every angle are so im- 
portant that it is essential for this committee to provide for the sur- 
vival of these small operators. 

Mr. Evrns. Thank you, Mr. Grafman. I think you have made a 
very excellent statement as to the advantages and benefits of aluminum 
in fou industry. 

f this committee could be helpful in some way in bringing about 
an increased production of aluminum or in freeing the channels of 
distribution to your industry and other industries so that you could 
receive a fair and proportionate share, so that you could continue in 
business and maintain your employment, then the committee feels 
that it would have made a great contribution. I assure you we are 
working toward that end. 

Mr. Grarman. Thank you. 

Now, I have one additional statement. 

Mr. Evtns. You go right ahead. 

Mr. Grarman. We have heard several people claim that they are 
small business. Well, gentlemen, we are small business, there is no 
question about it. 

Every town has a very small business where people put their life- 
time savings into that business. We are small business, there is no 
doubt about it, and there are no big firms in the venetian-blind 
business. 

Mr. Evins. Well, of course, we are interested in all business, big and 
small, and we feel that both are essential to our economy. 
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However, we do feel that big business is able to take care of itself, 
whereas small business is not. And we are even more interested in 
small business, because we feel that the small-business man is the 
backbone of our economy, and we feel that they are very, very im- 
portant in our Nation, and, so, although we are interested in all busi- 
ness, our primary concern is the small-business man. We have no 
feelings against big-business men, none whatsoever; but protecting 
and looking after the small-business man is our primary function. 

We appreciate your statement very much. Are there any questions? 

(No response.) 

Mr. Evins. Thank you. 

Our next witness is Mr. Downing. 


STATEMENT OF J. C. DOWNING, FIRST VICE PRESIDENT, NATIONAL 
USED CAR DEALERS ASSOCIATION 


Mr. Evins. Give your name and organization for our record, please, 
Mr. Downing. 

Mr. Downrna. J.C. Downing. I am the first vice president of the 
National Used Car Dealers Association. I represent the independent 
used-car dealer in my capacity as first vice president of the National 
Used Car Dealers Association. I have been a used-car dealer here in 
Atlanta for the last 5 years, having been a senior economist for the 
United States Department of Agriculture prior to entering the auto- 
mobile business. 

There are, as we understand it, approximately 25,000 used-car deal- 
ers in this country. I have been a used-car dealer in Atlanta for the 
past 5: years, and I operate a firm known as Downing Motors. 

Prior to being in the used-car business, as I previously mentioned, 
I was a senior economist for the United States Department of Agri- 
culture, so you can see I have gotten out of that line somewhat. 

During recent weeks the used-car business has been almost com- 
pletely fensed in by Federal price and credit controls. These con- 
trols, up to this time at least, have in our opinion been both un- 
desirable and unnecessary. We believe that entirely too much regu- 
lation has been aimed at used-car dealers when the small proportion 
of public ag ay they account for is considered. I should like to 
point out that in a recent year—1949—only 4.2 cents out of every 
dollar spent by the American public was for the purchase of new and 
used automobiles. Not more than half of that amount, 2 cents, was 
for the purchase of used cars. ; 

Food, on the other hand, and for which relatively ineffective price 
controls have so far been devised, accounts for about 20 cents of every 
dollar spent by the American public. Furthermore, the rate of new- 
car production, which affects used-car prices, has been the highest in 
history for the first 3 months of the year. The March 26 issue of 
Dealers News estimates that the production of new automobiles and 
trucks during the first 3 months of 1951 will be 21 percent greater 
than during the same period of 1950—the greatest first-quarter out- 
put in history. Indications are that second-quarter production of new 
cars and trucks will also set a record. It seems clear that imism 
which prevailed a few months ago, as concerns new-car production, is 
unwarranted now. 
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Used-car dealers are now required to operate under OPS ceiling 
regulations, Federal Reserve Board credit rules, and Federal Trade 
Commission fair-practice rules, although the effective date of the FTC 
rules has been delayed until May 6. 

The FTC rules will im no particular hardship—their chief 
purpose is to require a breakdown of finance charges for the enlight- 
enment of the public. Dealers will have no objection to furnishing 
these data to the public. The chief objection of dealers to FTC par- 
ticipation in the over-all governmental control structure is that it 
simply represents supervision of their business by another Govern- 
ment Fat 004 undertaking a function which, if needed at all, could 
better come under State supervision. Many States already have the 
so-called disclosure laws. 

Used-car dealers believe that regulation W is unnecessarily drastic 
in its present form. By October 16, 1950, the date on which the 15 
month rule was announced, used-automobile prices had already 
dropped 9 percent below the August 1950 level. Yet that regulation 
was tightened while prices were declining and without consulting the 
industry as intended by voy ng The industry does not believe that 
the situation was so serious that there was no time for consultation. 

Dealers believe that the stringent rule limiting time payments on 
used cars to 15 months penalizes most the man who contributes least 
to inflation—namely, the wage earner who must buy his transportation 
on a pay-as-you-go plan. With a maximum maturity of 15 months 
the average wage earner cannot generally buy dependable transpor- 
tation because of the high monthly payments. This is particularly 
true since the recent increases in food and clothing costs. The prac- 
tical effect of the 15-month rule has been to deny dependable trans- 
portation to those who need it most and to increase the cost of the 
vn Cag cars that should long ago have been retired to the junk 

ard. 

’ If we must have regulation W with its amendment No. 1, we believe 
that the regulation should be changed to at least provide a longer 
repayment period, preferably 21 months, for balances under $1,000. 
This arrangement would help the low-income worker obtain needed 
transportation. A still better arrangement would be to increase the 
number of months for repayment as the age of the automobile de- 
creases. It is suggested that 12 months be allowed on prewar cars, 15 
months on 1946 and 1947 models, 18 months on 1948 and 1949 models, 
and 21 months on 1950 and 1951 models. This arrangement would 
make for the establishment of a used-car value structure more closely 
related to the unused transportation in the cars represented. In 
addition, this plan would make it possible for low-income workers 
to purchase transportation of a quality that would reduce the neces- 
sity for frequent trading and attendant higher costs. 

Vith reference to ceiling prices on used automobiles, I should 
like to report that used car dealers believe them to be entirely im- 
practicable in principle. No two used cars are actually worth the 
same because they do not contain the same amount of unused trans- 

rtation. You will recall, I am sure, the utter failure of OPA ceil- 
ing regulations during and after World War II. Those regulations 
were not supported by the public or by dealers. The individual sim- 
ply would not sell his clean, low-mileage used car for the same amount 
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tes his neighbor could get for a worn-out car of the same age and 


e. 

As they now stand, OPS ceiling prices on used cars are not workin 
a — hardship on the public or on dealers simply because the leve 
of those ceilings are usually above the real market valuee of the 
cars involved. Even today, however, the owner of a better prewar 
car is penalized because he must accept tthe same price his neighbor 
can obtain for a similar worn-out car. Clean prewar cars are generally 
worth more, assumirig a free market, than the current ceiling. Their 
value has been increased out of proportion because high monthly 
payments will not allow many users to purchase postwar cars. 
should like to say in passing that used-car dealers do not condone 
the selling of new cars for higher than list price. Even now, however, 
there are to my knowledge only two makes of automobiles that would 
bring above list price on a free market and this will not continue if 
new car production continues relatively high. 

In announcing its specific price ceilings on used cars the OPS said 
that the urgency of the situation did not allow time for industry 
consultations. Dealers do not believe the situation was that dangerous. 

Used-car dealers definitely oppose the proposed installation of a 
two-level ceiling price system such as that used in conjunction with the 
wartime OPA regulations. That plan was largely responsible for the 
failure of OPA regulations on used cars. Under at system the 
dealer could sell for 25 percent more than the individual. e public 
absolutely would not support that plan. Individuals with clean cars 
would not sell them to dealers for the same price that could be ob- 
tained for a worn-out car of the same age and make. Used-car dealers 
do not have a specific percentage profit per car without close reference 
to the short-term investment involved. My company aims at $100 
gross profit per car. A few days ago, for example, a 1937 car was 
purchased for $100 and resold for $200, a gross profit of $100, or 100 

reent. During the same week a car en for $3,000 was sold 

or $3,100, a profit of $100, or only 3 percent. Obviously, a percentage 
—_ piney her not roy ed tet ‘ 
alers are op to the pro evying of an excise tax on 
used cars. They think that ash cars already absorb more than a 
fair share of all tax burdens. Since 60 percent of all used car sales 
are handled among individuals, such a tax on cars handled by dealers 
would be highly discriminatory and would drive the business to ga- 
rages, filling stations, and similar establishments operated on a casual 
basis and without licenses. 

In summary, I should like to say that there is a general feeling 
among dealers that present price and credit controls are largely un- 
necessary because of the unprecedented rate of new-car production and 
because of the small proportion of the consumer’s dollar accounted for 
by automobile purchases. Dealers believe that there is entirely too 
much control for the sake of control alone. Although dealers are 


patriotic as any group, they are unalterably opposed to unnecessary 
regulation. They feel that their rights as independent businessmen 
are being abrogated without any real purpose. 

It is earnestly hoped that the various governmental agencies in- 
volved will ask the advice and counsel of the used-car dealers before 
imposing additional restrictions or tightening those now in effect. 

fr. Evins. Thank you, Mr. Downing. 
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Now, to what extent will you say that the OPS price regulation and 
the Federal onpien Board regulation W have curtailed your business 
in used cars 

Mr. Down1no. Well, Mr. Chairman, I think that has been the kind 
of a situation where we have been required to shift gears back and 
forth so often that we cannot tell where we are. We are just hanging 
on now. 

I would say that most used-car dealers are making a living, but, of 
course, their income has been cut greatly. 

Mr. Evins. Of course, the purpose of these regulations is to prevent 
inflation. 

Mr. Downtne. We understand that. 

Mr. Evins. Would you say that they have or have not been some- 
what effective ¢ 

Mr. Downtne. I would say this, that while they may have to some 
degree forced a realinement of values which is not healthy—they have 
forced good clean cars down and have forced older ones up—I think 
that is not a good thing for the economy. 

Mr. Evins. You say it has forced a realinement of values. 

Mr. Downrnea. Yes. 

Mr. Evins. You mentioned earlier there was a large production of 
automobiles coming off the assembly lines at this time. 

Mr. DownIne. Yes. 

Mr. Evins. Do you think there should be a curtailment on the manu- 
facture of new cars? 

Mr. Downrne. Well, I do not want to go on record as saying they 
should be curtailed. Let me put it this way. I think that if it would 
be in the natural interest, then they should be curtailed. 

Mr. Evins. Well, that is a good statement. 

Mr. Downtne. And we have a lot of new-car dealers here, too, and 
you know that they depend for a living on new cars. But, of course, 
we are not too interested, from a profit standpoint, what the actual 
level of automobiles is, as long as we can trade. 

Mr. Evins. Do you agree with the other gentleman, Mr. Farris, who 
represents the Georgia Automobile Dealers Association, that regula- 
tion W should be extended to 18 months? If not, what is your recom- 
mendation ¢ 

Mr. Downine. Well, I would prefer it to be extended to 21 months 
for balances under $1,000 to take care of these people who need trans- 
portation the most, and that is really the best basis. 

Mr. Evins. Do you have any further observations? 

Mr. Downtne. Yes; there is one other thing that I would like to 
put into this record, if I am not taking too much time. 

I would like to say that there is a general feeling among dealers 
that this placing of price and credit controls applied to them is 
largely unnecessary. 

at is to say, we feel really that the powers that be should con- 
centrate more effort toward such things as the control of the issuance 
of new money and the control of bank credit, and things of that kind 
that really hit everybody equally, if you please—that is Mr. Eccle’s 
theory, if I might add. The dealers believe that there is too much 
control at this time, just for the sake of control alone. 
_ Mr. Evins. I would like to ask you one or two questions. You men- 
tion the FTC rules. 
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Mr. Downtne. Yes. 

Mr. Evins. Those rules were voluntary, were they not, on the part 
of the automobile dealers or salesmen; they were not compulsory, 
they were not arbitrary, and in effect you are imposing on yourselves 
fair-trade rules for your industry. 

Mr. Downtne. That is what we have been told. We were opposed 
—well, about as far as we could go, we were opposed because we felt 
it was a Federal control that was not necessary. 

Mr. Evins. I would like to tell you for your information that the 
fair-trade rules for the automobile industry or any other industry 
are rules that have been drawn up by a segment of that industry, and 
that they are voluntary and that pre are self imposed upon the 
industry and anyone who protests may have a right to do so. It more 
or less sets a standard. 

Mr. Downrne. I was there at three of the hearings in Washington 
when it was developed. I discussed that with Commissioner Mason at 
the time, and we let him know without any question that we were 
opposed—but they got them, anyway. 

r. Evins. But the majority of your industry elected to have them. 

Mr. Down1nG. No, sir; we did not elect to have them. We got them. 
We don’t want them. 

Mr. Evins. Well, if that is so, then that answer should certainly 
be looked into by this commitee. I have never heard of any rules 
imposed except such as those that are self-imposed by the industry; . 
that is, these fair trade practice procedures of the Federal Trade 
Commission have been accomplished by a majority, and they cannot 
be or will not be adopted unless there is a majority for it in the in- 
dustry. Of course, a minority may dissent. 

Mr. Downrna. We realize that that is the theory; but that isn’t the 
way it works. 

Mr. Evins. Well, I am glad to have your reaction and we wish to 
thank you for your statement. 

Are there any questions? 


(No response.) 
Mr. Evrys. Our next witness is Mr. Brown. Is Mr. Brown of the 


Coggins Granite & Marble Co. present? He is not present. 
en, the next witness on this schedule is Mr. Douglas Knight. 


STATEMENT OF W. DOUGLAS KNIGHT, PRESIDENT, FEATHER 
CRAFT, INC., ATLANTA, GA. 


Mr. Evins. State your name and organization for our record, please, 
Mr. Knight. 

Mr. Knicut. W. Douglas Knight, president of Feather Craft, Inc., 
ro ig Ga. We are aluminum-boat manufacturers—or we were, 
that is. 

Mr. Evrns. Feather Craft, Inc., are aluminum boat manufacturers, 
is that your business? 

Mr. Knienrt. Yes, sir, and due to the fact that we manufacture fish- 
ing boats why, we should be put into the preferred list. 

Now, we feel very confused. Last week we shipped a boat to the 
King of Siam and until such time as we hear from him as to whether 
he is using that officially as a king or not—well until then we cannot 
clear up that point. 
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But, seriously, here is what we are pleading—I will read my state- 
ment and then we will get along. t 

Mr. Evins. If your statement is lengthy, if you care to present it to 
the reporter, it will be copied into our record, and you may make any 
recommendations or observations that you care to make. 

Mr. Knicur. Yes, sir; thank you. 

(The statement referred to is as follows :) 


FEATHER CRAFT, INC., 
Atlanta, Ga., March 29, 1951. 
SMALL BUSINESS COM MITTEE, 
House of Representatives. 

GENTLEMEN: We respectfully submit the following statement to this commis- 
sion in support of our request for continued allocations of raw materials neces- 
sary to the operation of our small business. 

Our boat-building business was initiated in the summer of 1945, and incor- 
porated July 1946 as Feather Craft, Inc., with $50,000 capitalization. Our 
primary product has been aluminum boats. In 5 years of operation, we have 
developed not only something new in the South, but new throughout the country 
—the manufacture of smal! aluminum fishing and pleasure boats. 

The past years’ efforts have been more or less ground work. Now we face a 
certain business stalemate through lack of raw materials under the current NPA 
restrictive orders, and lack of defense work projects. Our request for con- 
sideration in either of these categories is made in order that we may not be 
forced out of business. Business failure would effect not only a small but 
promising industry, but also some 45 employees and approximately 150 de- 
pendents. 

You will note from the attached list of contacts made that we have, in our 
opinion, gone all out in trying to obtain defense orders. We are available and 
willing to take on defense work that will enable us to exist. 

Second, we are willing to take defense orders and continue limited civilian 
production. Continued civilian production would make possible a work pro- 
gram, or a sort of cushion, in between defense orders. 

Third, along these same lines, we would like to obtain some percentage of 
our base allotment of aluminum which would enable us to operate on a com- 
bination production schedule. 

Fourth, as new aluminum boat makers, we have naturally attempted each 
year to carry on an expansion program. The present deadline of May 31, as 
we understand M-7 directive, will not allow us to continue restricted assembly 
work on aluminum boat parts, such as cut sheet material, aluminum extrusions 
and special castings. 

In addition to contacts made to date, as mentioned previously, we have also 
communicated by letter and telephone with practically all of the Government 
procurement agencies, aircraft companies, and prime defense contractors for 
work in appropriate fields. To date, we have been unsuccessful in obtaining 
such contracts. In most instances, when we have written various Government 
procurement agencies for lists and specifications on specific invitations, as 
circulated daily by the United States Department of Commerce, we have either 
been notified that the supply of specifications was exhausted, or we have re- 
ceived invitation data too late to intelligently submit bids. 

We call your attention to the fact that our application for special considera- 
tion and material allocations, after March 31, has been denied by National 
Production Authority officials in the Light Metals Division. 

We believe, under the circumstances, considerations should be given our case, 
allowing us to complete units in process after the present May 31 deadline, as 
well as to obtain additional aluminum allocations after the March 31 deadline. 

We also reaffirm our willingness and availability for defense contracts. 

If there is any additional information we can supply that will further support 
our application, we will be more than glad to do so upon further request. 

Yours very truly, 
FEATHER CRAFT, INC., 
W. Dovetas KNIGHT. 
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DECEMBER 12, 13, 14——-WASHINGTON, D, C. 


Stephen Pace 

James Davis. 

Richard Russell. 

Walter F. George. 

William Leiserson, President’s Committee on Migratory Labor. 

Weldon Jones, Director of the Budget. 

Colonel Sykes, Industrial Mobilization Procurement. 

ECA Small Business Industrial Bureau. 

Maritime Commission: Gave us several references, which we contacted Lt. Co!. 
Glenn Nida, Army Ordnance. 

Bureau of Aeronautics. 

Wm. Kindle, Chief, United States Corps of Engineers, Purchase Readiness Divi- 
sion, Industrial Mobilization Planning. 

Navy Department: Bureaus of Ships, Ordnance, Aeronautics, Supplies and 
Accounts. 


JANUARY 8, 10—WASHINGTON, D. C. 


Navy Department. 
Maritime Commission. 
Army Headquarters. 
NPA. 

Fort Belvoir. 

Stephen Pace. 
Munitions Board. 


MARCH 21—FORT BELVOIR AND WASHINGTON 
Corps of Engineers, EB. R. D. L. Proving Grounds, Fort Belvoir. 
WEEK OF FEBRUABY 5—CHICAGO, ILL. 


Julius Heishman, Utilization Division, Corps of Engineers. 
S. E. Geist, Chief Procurement, United States Corps of Engineers. 
Quartermaster Corps. 


FEBRUARY 12-—13—PITTSBURGH 


Sam Shusterman, Industrial Mobilization Planning Unit. 
Mr. Westbrook, Industrial Mobilization, Corps of Engineers. 


FEBRUARY 1—DAYTON, OHIO 


Mr. Sulzer, Contractor’s Relations Office, Air Matériel Command. 
William Cooper, Procurement Division. 
Wright Patterson Army Air Force Base. 


ATLANTA PROCUREMENT 


Inspector of Navy Matériel (plant survey). 
Mr. Hinkle, planning engineers, Corps of Engineers (plant survey). 
Quartermaster Corps. 


BIRMINGHAM ORDNANCE 


Mr. Mitchell (plant survey). 

Assigned to Army Ordnance (Industrial Mobilization Planning Facilities). 

Mr. Robert Glenn, Chief, Transportation Group, Shipbuilding Section, National 
Production Authority, T Annex, Commerce Department, Washington, D. C. 

Mr. Harold Steffes, Procurement Chief, Maritime Commission, Department of 
Commerce, Washington, D. C. 

Admiral Callahan, Admiral Whelen, Procurement Division, Military Sea Trans- 
port Service, Washington, D. C. 

Capt. Samuel Gray, Procurement Information, United States Coast. Guard 
Treasury, Headquarters, Old Southern Railroad Building, 1300 E Street, 
Washington, D. C. 

oo Division, United States Army Air Forces, Wright Field, Dayton, 

hio 
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Mr. W. R. Nolan, Industry Division, Economic Cooperation Administration, 
Washington, D. C. 

United States Navy, Aviation Supply Office, 700 Robbins Avenue, Philadelphia 11, 
Pa. (Attention: W. R. DeYoung, Lieutenant, SC, United States Navy, Con- 
tracting Officer ) 

Mr. Keith Hall, Reynolds Metals Co., Room 305, World Center Building, 918 
16th Street, Washington, D. C. 

Mr. E. W. Axelson, Chief, Floating Equipment Section, Engineer Research and 
Development Laboratories, Fort Belvoir, Va. 

Col. Merline DeGuire, Industrial Planning Division, Ordnance Department, Room 
2 E 448, Pentagon Building, Washington, D. C. 

Bureau of Ordnance, Department of the Navy, Washington, D. C. (Attention: 
Mr. James H. McKIveen) 

Bureau of Ships, Department of Navy, Room 1036, Navy Building, Washington, 


D.C. 
Procurement Division, Corps of Engineers, 226 West Jackson Boulevard, United 


States Army, Chicago, III. 
Procurement Division, Corps of Engineers, United States Army, New Post Office 


Building, Pittsburgh, Pa. 

Bureau of Aeronautics, Department of the Navy, Washington, D. C. 

Col. H. F. Sykes, Industrial Mobilization, Procurement, Office of Production 
Planning, Pentagon Building, Washington, D. C. 

Mr. William Kindle, Chief, Industrial Mobilization Planning, Purchase Readi- 
ness Division, United States Corps of Engineers, Gravelly Point, Washington, 


D. C. 
Hon. Stephen Pace, Representative, House of Representatives Office Building, 


Washington, D. C. 
Hon. James C. Davis, Representative, House of Representatives Office Building, 


Washington, D. C. 
Hon. Richard Russell, Senator of Georgia, United States Senate Office Building, 


Washington, D. C. 
Hon. Walter F. George, Senator of Georgia, United States Senate Office Building, 


Washington, D. C. 
Mr. William Leiserson, The President's Commission on Migratory Labor, Labor 


Department, Washington, D. C. 
Mr. J. Weldon Jones, Assistant Director of the Budget, Old State Building, 


Washington, D. C. 

Mr. Cam Dorsey, Care Rhodes Perdue Offices, Rhodes Center, Atlanta, Ga. 
Fairchild Aircraft Corp., Burlington, N. C. (Attention: Production manager) 
Bureau of Supplies and Accounts, Department of the Navy, Washington, D. C. 

Mr. Kwnieut. There is one thing that we would like to bring out. 
We hope that we can get this thing cleared up. In the first place, we 
think—well, let me put it this way. We have a pend good working 
unit. Now, we have tried, as the record here will show, since Decem- 
ber of last year to land a defense order. 

I believe that Commander Ashler gave a couple of points when he 
was answering another witness. He made two or three of them, but 
this one I remembered particularly. 

He said, “Follow up.” Well, our follow-up was dated December 5, 
and a letter on March 21 and 22 another, of this year, to say nothing 
of numerous other letters and telephone conversations and what not, 
and we are still without a contract. 

Mr. Evins. Of course, it just may be that the procurement offices 
are not procuring aluminum boats at this time. 

— nieut. They are procuring and have procured aluminum 
ats. 

Mr. Evins. How about the Coast Guard; have you tried them? 

Mr. Knicut. Well, they went up to inspect, this past week, for 
aluminum boats. And the only thing we have heard about is being 
listed as a potential plant to convert to other items. 

Mr. Evins. You are receiving invitations? 
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Mr. Knicur. We are receiving nothing except what we write for. 

Mr. Burton. Well, you are es in your name? 

Mr. Knicut. That was done early last year in August or September 
of last year. And we have not received from any Government pro- 
curement agency anything for months. 

Mr. Evins. Of course, as has been pointed out, they have been con- 
verting, from the advertised basis to the negotiated esia 

Off the record. 

(Discussion off the record.) 

Mr. Evins. Now, do you have any other observations? Do you 
have any other recommendations to submit to the committee ¢ 

Mr. Kwnicut. Well, we would like to exist until such time as we 
get a Government contract. 

Mr. Burton. Well, that 30-day extension will permit you to do 
that for another 30 days; won’t it? 

Mr. Knicut. Well, that will extend the time in which we can finish 
fabricating our boats. Is that correct? 

Mr. Burron. That is my understanding. 

Mr. Hueurrr. I believe that is right; that you will not be cut off 
from that. 

Mr. Knieurt. In some cases it is our undertsanding that in precut 
boats other concerns have been allowed unlimited time to finish up. 
Is that correct? 

Mr. Hueutrr. Well, without the complete information, I could not 
answer that question. : 

Mr. Knicur. Well, has that been done in any case, let us put it 
that way. 

Mr. Hueuirr. As far as I know, it has not, but I do not know per- 
sonally. I can not speak with authority. It may possibly have been 
done for some reason which is not revealed here. 

However, it would only be done, if it were done, on the basis of 
appeal which might be justified as an undue hardship. I would sug- 
= that if you have any such problem to bring that to our attention. 

Ve would be very happy to let you know why it was done. 

Mr. Knieur. Well, we have appealed and we were turned down. 

Mr. Hueurrr. You have made an appeal? 

Mr. Kwienr. Yes, sir. 

Mr. Hueurirr. Well, if you made an appeal and if you were turned 
oo then your case was not considered to represent an undue hard- 
ship. 

Mr. Kwnicur. Well, we will have to close up as of 60 days after 
April 30, and yet a bunch of boats-parts people and a bunch of pre- 
cut-boat people won’t. Now, is that right 

Mr. Hueurrr. Well, I think that is rather a leading question. I 
don’t know whether you will close up. I should say that you should 
continue to make every effort to get contracts, and also to apply, 
perhaps, for some other items to which you can convert your facili- 
ties; that is to say, items which are more frequently required in the 
defense effort or which is more strictly essential. 

Mr. Knicurt. Well, we think we have done that; we have contacted 
all of them. ’ 

Mr. Evins. We recognize the arama you are confronted with and 
we appreciate your statement. If you wish to confer with any of the 
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representatives of the Government agencies which are here, I am sure 
that they will be o glad to talk with you after adjournment. 

Mr. cut. Thank you. 

Mr. Evins. We thank you for your statement. 

Our next witness is Mr. G. H. McRae, of the Vapor Eraser Manu- 
facturing Co. He is not present, I am given to understand. 

Now, there are two or three other witnesses whose names were called 
and who did not appear. Let us see if they are here now. 

Now, if there are any other witnesses or peage who would care to 
say something, we will be glad to hear them. This is your committee, 
it is an open forum for you small-business men. We do not want to 
deny anyone an opportunity to be heard. If you have any observations 
that you want to make, you have that privilege. 


STATEMENT OF S. N. FIELD, CUSTOM PLASTICS, ATLANTA, GA. 


Mr. Evins. Give your name and organization for our record, please, 
sir. 

Mr. Frevp. S. N. Field, Custom Plastics, Atlanta, Ga. 

I happen to be one of possibly three people in the city of Atlanta 
in my type of business. 

Mr. Evrys. What is your business ? 

Mr. Frevp. The plastic business. 

Mr. Evins. What did you say the name of your concern was? 

Mr. Frevp. Custom Plastics. We are really and ely a very, very 
small supplier. I only have myself and three other people working for 
me. 

Now, I have no complaint against any regulation so far that has 
come out. 

However, I do have a complaint regarding the way information is 
disseminated. For instance, for the past 6 months at least, off and on, 
I have been contacted fairly regularly by the Department of Com- 
merce regarding bid requirements from the Army and the Navy and 
the Air Force. 

The biggest complaint that I have there is that the time for bids 
is too short; that is, by the time we get the information from the local 
department of commerce and we write for it and get a bid, we find that 
we only have from 3 to 5 days to turn out the information required. 

Then, after going through this sort of thing for about 6 months, 
finally, after writing all kinds of letters, I have come up with one 
thought, that for my business I cannot go after a prime contract. I 
am too small. I have to have subcontracts. 

Well, so far I have been able to get absolutely no information, 
no reaction, and no answer to letters to various aircraft manufacturers 
and aircraft component manufacturers of various parts that might 
be made of wer for which I am fully well equipped to turn out 
that stuff. I know that because I worked 4 years for them and I was 


in the engineering department and I handled a lot of that stuff, and 
I know I can handle it. 

Well, I tried to get a subcontract, I tried to get information. I 
cannot get that. 

I have in my pocket a bunch of letters that I wrote to about, I 
guess, 30 different airplane manufacturers, and I have not yet had 
the courtesy of an answer. 
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The only thing I have been able to find out is that if I subscribed to 
a service in New York or in Washington to the tune of $200 or $300 
a year, they will be glad to send me every day a list of the successful! 
bidders on all Government contracts, and I can write to those 0 
that have got those successful bids and plead my case and possibly 
get subcontracts. 

Personally, I do not want to spend the $300. I don’t think it is 
worth it. 

But, what I came here to find out is if there is any agency that can 
help me locate a subcontract—or, not necessarily locate a subcontract 
for me—I don’t want anybody to give me sincythiige_—whike I want is 
to find out to whom to write for information. 

Mr. Evins. The plastics industry is a new and growing and thriving 
young businessman’s industry and certainly, as you have indicated, in 
the aircraft field there should be a need for the products which you 
can manufacture. 

Now then, the Department of Commerce has over 6,000 outlets of 
information for small-business men on the matter of getting con- 
tracts. 

Mr. Frevp. Well, I have not been able to locate any information. 

Mr. Hueurrr. There is one office in Atlanta. If you wish, I will 
be glad to talk to you. 

Mr. Frevp. Yes; thank you. 

Mr. Burton. I would like to add to what our chairman has already 
said, that one of the chief problems that this committee seeks to solve 
is the problem of the small-business man that wishes to become a con- 
tractor and who, like yourself, has no hope of getting a prime contract ; 
he merely seeks to get a subcontract. 

Now, that is going to be a very difficult problem for the committee, 
as well as for you as an individual, because you can see as well as we 
can see the colossal problem of getting the two together, the prime 
contractor and the subcontractor, especially when the prime contractor 
tends to purchase from his present contacts rather than seeking out to 
extend them. 

Of course, we can understand—and I am sure that you do—why 
he would do that, too. He is responsible for delivery on his contract. 
He has greater confidence in those who already have a record of de- 
liveries to him, and he sees no reason to take any chances, he is not 
inclined to go to any new people. 

Now, we are working toward the same end that you are. One thing 
that the individual firm must realize is that in cases of this kind they 
have very much the same salesmanship problem that you have in 
seeking commercial business. 

Mr. Frevp. That I realize. 

Mr. Evrns. Mr. Field, you, as a small-business man, would un- 
doubtedly favor the proposition of requiring all prime contractors to 
let at least 25 percent of their contracts on a subcontract basis. Is 
that correct? 

Mr. Fretp. Well, I never heard about that. 

Mr. Evtns. That is a question with which the committee is con- 
cerned. Certain small-business men wish such a requirement, that at 
least 25 percent of any contract be let to a contractor be let by that 
contractor to subcontracts to small business, at least that much, or 
altogether. 
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Now, if there are no questions, Mr. Hughitt, will you please take 
Mr. Field’s name and speak to him and try to give him the information 
he is looking for? 

Mr. Hueurrr. I will be glad to. 

Mr. Frevp. Thank you. 

Mr. Evrns. Off the record. 

(Discussion off the record.) 

Mr. Frew. I was just wondering, also, Mr. Chairman, if there is 
any way to get some of these people, these contractors, into this area. 
Most of the firms up north subcontract elsewhere. 

For instance, you take Lockheed, on the B-29s, we have heard from 
a fairly source that the contract for the rebuilding of any blis- 
ters or the furnishing of blisters or domes or windows of the B-29s 
are to be made, that has already been let to a concern out in the 
Middle West. 

Now, if we have a plant down here, why can’t they put some of 
that stuff down here? It would save shipping costs, because those 
things have to be shipped; first, the material has to go from the East 
to the West and then shipped back again—it does not sound right. 

Mr. Evins. Would you say that a proposition requiring contractors 
to subcontract in any particular zone or geographical area would be 
a ~ roposition; would you favor that? 

r. Frevp. Well, no; but I do believe that some of it should be 
down here. 

Mr. Evrns. The reason I asked that was because if it was on a zone 
basis, California would get 95 percent of it. 

Mr. Fretp. I understand that; but we are getting nothing now, 
anyhow. Of course, we do know that there are more fabricators per 
square foot in California than anywhere else in the United States. 

Mr. Evins. We thank you for your statement and observations. 
We appreciate them. Do you have any questions, Mr: Burton? 

Mr. Deco. No questions; but you are one of the typical men 
who needs help. I am sure that Mr Hughitt will try to give you assist- 
ance and information, and suggestions to you. 

Mr. Tucker. Mr. Chairman, I think I can give him some of the 
information he wants. 

Mr. Evins. Mr. Field, Mr. Tucker, here in your own territory, has 
stated that he will be very glad to help you. 

There is a gentleman over there indicating he may have some 
observations. 


STATEMENT OF A. P. ROBERTS, ATLANTA, GA. 


_ Mr. Roserts. Mr. Chairman, I am A. P. Roberts. I am really look- 
ing for someone to give me some information on how I can accumulate 
a little steel that will hold me over in this transition period I have 


had a difficult time since the middle of last year trying to secure 
various and sundry steel items that I have used. 

I am in the textile machinery repairing business, mostly mainte- 
nance for the mills, and the repairing of rolls and spinning frames. 

Mr. Evins. You need steel for parts ? 

Mr. Roserts. Yes, Mr. Chairman. Some of the steel I actually 
have been trying since last year to get, since around July, about 4 tons. 
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Mr. Evins. Do you feel that the information that has been provided 
here through the volume of questions and answers and statements that 
we have had here today from both witnesses and representatives of 
the pepe agencies has been of some service and helpfulness to 

ou 
7 Mr. Roserrs. They have, but they still don’t tell me how to get my 
steel. I have a little material on hand, but now I am using the last of 
my material. I have had no DO orders come to me by which I could 
obtain steel. 

I have been trying to a steel since last year, and I have been seein 
my little quantity of steel diminishing. I have been using it, but 
have had, for example, to take an inch bar and make it half inch in 
diameter—such ways as that, I have been using it. 

Mr. Burron. But when you do that, do you throw away the other 
half inch? 

Mr. Roserts. It is turned off and thrown into scrap. I cannot get 
the steel from the manufacturers and I have tried the warehouses and 
I have not been able to get it from them. They say that they are abso- 
lutely out. Well, I believe that and I know it, because I have been in 
the warehouses and they have not received any. In that period they 
have used the availably supply. I have been an awful long time try- 
ing to get some, to accumulate any amount to continue with, through 
DO orders, and I am unable to. 

Mr. Evins. It seems to me that your industry is very essential in 
keeping the mills operating and running, and some way must be 
found For you to procure a minimum of this steel that is necessary for 
you to continue in that essential business. We want to be helpful. I 
suggest that you see Mr. Hughitt after we adjourn. 

r. Roperts. I would like to get some relief. I—— 

Mr. Evins. Mr. Hughitt is the gentleman over there. If you speak 
with him, I think he can help you. 

Mr. Roperrs. Thank you. 

—, Evins. Is there anyone else who has any comments or ques- 
tions 


STATEMENT OF A. D. PAOLA, MANAGER, SANDART VENETIAN 
BLIND CORP. 


Mr. Paota. Mr. Chairman, I have been listening to this hearing all 
afternoon, and a few things have occurred to me while I have listened. 

One of the primary problems seems to be that most of the small-busi- 
ness men present do not seem to be able to get any information. They 
do not know to whom to go. 

They all want to lend a hand in the war effort and there does not 
seem to be “2 central procurement information available from any 
source, central source; no coordinating agency that will give them the 
picture on the whole situation with regard to procurement. 

Now, I do not know definitely, but I do remember reading an article 
in the Newsweek magazine where the Air Corps in Philadelphia tried 
a forum, where they got together the prime contractors and a number 
of small-business men, and they worked out a public meeting similar 
to this meeting. 

There, at that meeting, the individual small-business men presented 
information about their facilities. Applications and so on were 
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discussed, and about converting their plants, and so on, and as a result 
the prime contractor was in a position to see if he could possibly work 
with these people. 

I suggest or recommend that if possible the Small Business Com- 
mittee try to work out a similar t of meeting in this area, the 
Atlanta area and Southwest and Midwest. 

Mr. Evins. Well, I should think that a forum or meeting of that 
sort would be helpful, as between the prime and subcontractors. 

Mr. Paowa. I believe so. 

Mr. Evrys. When it comes to information, the Department of Com- 
merce has some 6,000 outlets providing information; the Office of 
Price Stabilization has a man in Atlanta, I believe. 

Now, this committee has been insisting that specific information be 
given on the 2 +4 in the various parts of the country, and that the men 
in the field given the authority to provide that on-the-spot 
information. 

Do you have any further comments? 

Mr. Paota. No. Thank you, Mr. Chairman, for the privilege of 
speaking. 

Mr. Evins. We appreciate your comment and suggestion. 

Mr. Botirncer. I am with NPA. I do not have any reason to be 
up here at all, except one thing, as an observer, I feel that this man’s 
problem is typical in this area for this reason, there are a number of 
small manufacturers making things down here, and they have machin- 
ery which needs repairs po. which has to be kept operating and has 
to be maintained. 

Now, these people who furnish those maintenance and repair serv- 
ices are completely out of materials that they need, in most instances. 


They require the small stock materials with which to handle their 
DO orders. 

I have had any number of them come in and say, “Where in the 
world can we get the materials?” There is a definite need for a small 
stock of materials to their business. 

Mr. Evins. I can only suggest that yes make the facilities of your 


office available to those businesses for their information. 

Mr. Botirncer. That is what we are doing. 

Mr. Evins. And endeavor to give on-the-spot decisions. 

Mr. Roserts. There is in my hands a regulation that positively pro- 
hibits your accumulating an inventory. itis right here in the regula- 
tion. So what am I going to operate on? 

Mr. Hueurrt. Mr. Chairman, off the record. 

Mr. Evins. Off the record. 

(Discussion off the record.) 

Mr. Evins. We have a statement from R. W. Brown, vice president 
and sales manager of Thompson Venetians, Inc., Atlanta, Ga., which 
will be inserted in the record at this point. 

(Statement referred to is as follows :) 


THOMPSON VENETIANS, INC., 
Atlanta, Ga., March 26, 1951. 


SMALL Bustness Commirree, UNnrTrep States House or REPRESENTATIVES, 
Care of Atlanta Chamber of Commerce, Atlanta, Ga. 
(Attention: Hon. Wright Patman, Chairman.) 
GENTLEMEN: Our company is vitally concerned with the continued existence 
of the venetian blind industry. Our principals have a substantia! capital invest- 
ment, our company has a long and progressive history and we feel has made an 
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excellent contribution to the economic life of the southeastern area of our Nation. 
We are listing below our statement relating to the problems of small business 
in our industry for your consideration. Thank you very much for coming to 
Atlanta, which action reflects the sincere interest of our congressional repre- 
sentatives in the problems of this area. 
Your thoughtful consideration of our statement will be appreciated. 


PART I. PROBLEMS IN SECURING SCARCE MATERIALS 


1. Our basic end-use metals are aluminum and steel. By order of NPA, the use 
of aluminum in venetian blinds is banned after April 1, 1951. By order of NPA, 
the use of steel in venetian blinds is reduced 20 | ercent after April 1, 1951. 

2. The venetian blind industry, while containing many small assemblers, is a 
substantial factor in the modern economy. Our company has been in existence 
for 25 years, has an annual payroll of a half million dollars and over 200 families 
depend on us for a living. We do our own metal processing, as well as assemble 
3,000 blinds daily. 

8. While in the early days of the industry, styie was the principal motivating 
force behind the purchase of venetian blinds, that is no longer true. Venetian 
blinds are the only practical window covering which provide reasonable perma- 
nence with ventilation, control of light, glare and privacy. The elimination of 
the venetian blind from our modern economy will definitely be a tremendous 
backward step in our mode of living, as well as deal a terrible blow to the capital 
invested in small business. 


PART II. PROBLEMS IN SECURING DEFENSE CONTRACTS 


1. We did no metal processing during World War II and did not participate 
in that mobilization program. Therefore, we have no preferred status with any 
purchasing agency. 

2. The tendency seems to be to negotiate contracts of large size with companies 
which are already tooled up to produce specific items. We have the know-how 
and basic processing equipment but will have to purchase additional machines to 
turn out any specific item. 

3. We are told that we will find it extremely difficult to compete with larze 
nationally known metal container, tubing and stamping companies, for the avail- 
able business. That is probably true. However, we feel that such a cold-blooded 
attitude is not justified with companies such as ourselves. We employ over 200 
people, have an annual payroll of a half million dollars and are a substantial 
factor in the life of our community. If our normal product is not considered 
essential, then we believe a definite effort should be made to utilize our facilities 
and ability for mass production of metal items, even if certain additional equip- 
ment is necessary to compete with other suppliers. 

4. We are thoroughly acquainted with aids to small business published by the 
Department of Commerce, and have made use of them without success. 

Very truly yours, 
THOMPSON VENETIANS, INC., 
R. W. Brown, 
Vice President and Sales Manager. 
RWB/rr 


Mr. Evrns. We also have a small pamphlet entitled, “Do you need 
your car?” which was submitted by Mr. Farris, for our record. 
(Pamphlet referred to is as follows :) 


Do You Neep Your Car? 


Cut an artery and immediately your life is in jeopardy. Why? 

You will lose vital blood, blood essential to the maintenance of all bodily func- 
tions. 

Cut this Nation’s transportation facilities, reduce the necessary flow of auto- 
mobiles, and our economy will just as surely wither, robbed of its essential 
mobility. 

Just how essential? . 

Seventy-one percent of families in the United States own automobiles and 
are dependent upon them for essential transportation. In fact, better than 
52 percent of all automobile usage is for the purpose of making a living. 
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This is a nation for all people—not city dwellers alone. More than 13 millions 
live out of reach of any kind of public transit system—railroad, streetcar or bus. 
Cut away their essential transportation and instantly isolate these millions. 

Civilian defense is built on the basis of having large numbers of privately 
owned automobiles ready for evacuation, emergency and transport services. 
Our country can’t afford to neglect essential automobile transportation. 

Automotive power carries one out of every four children to school. Some 
6,000,000 children travel more than 4,000,000 miles to and from school each day. 
Cut this essential transportation and jeopardize the educational growth of our 
young men and women. 

The Nation’s physicians, 219,000 of them, use their automobiles. Our lives 
are closely guarded by the mobility of these doctors, and of nurses, also of 
ambulances and emergency vehicles. Cut the availability of medical care and 
jeopardize public health. 

Last year our shopping needs put about 588 miles on the speedometers of 
every car in the country. We bought luxuries, to be sure, along with food, 
clothing, medicines, and other necessities. Cut this essential transportation 
and strangle business. 

Today there are 49,000,000 motor vehicles on the highway and of these more 
than half (51.4 percent) of the passenger cars in operation average 10 years of 
age. Cut this Nation’s transportation facilities—reduce the necessary flow of 
automobiles—and our economy will just as surely wither, robbed of its essen- 
tial mobility. 

Obviously workers and their families must have— 

1, Essential automobile production to replace this unprecedented number of 
older cars. 

2. Dealers’ service departments and their skilled mechanics to keep millions 
of cars rolling. 

3. Continued production of replacement parts. 

Your automobile is essential—take care of it. 

(Public Affairs Committee, National Automobile Dealers Association, Wash- 


ington 6, D. C.) 
Mr. Evins. We also have a statement from Richard Linneman, 
president, Gladwin Plastics, Inc. 


(The statement referred to is as follows :) 


STATEMENT OF RICHARD LINNEMAN, PRESIDENT, GLADWIN PLastics, ATLANTA, Ga. 


It has been suggested that we present to this committee facts on two subjects: 
(1) Problems in securing scarce materials, and (2) Problems in securing de- 
fense contracts. We present herewith certain information which we believe to 
be true and which is greatly affecting our business and that of every other 
plastic fabricator. Other fabricators indicate that they are acutely aware of 
the situation. 

1. Scarcity of materials.—Pilastic fabrication is based on only a few of the 
many plastic materials. The primary plastic used in fabrication is methyl 
methacrylate, which is produced by only two firms, E. I. du Pont de Nemours & 
Co. and Rohm & Haas Co. This material is used in airplane closures, canopies, 
domes, blisters, and many small parts. 

The material is cast in quite large sheets, 67 by 79 inches and larger. For 
several months the Government has been purchasing this material in large 
volume, causing an acute shortage. Our orders for full-sized sheets are being 
scheduled for 60-and 90-day delivery, with no assurance that they will be filled. 
The Government is placing orders for a very wide assortment of cut sizes 
which is creating a very large inventory of left-over sizes with the manufac- 
turers. We can purchase this left-over material, at full sheet price, but the 
sizes are such that their use is limited. If the Government agencies were in 
mass production of certain items, purchasing material in cut sizes would be 
economical, but otherwise, it is very wasteful. This stock piling of material is 
causing a considerable amount of waste through poor storage and handling 
methods. This is important when it is considered that the average price of this 
material is $1.50 per pound. 

2. Securing defense contracts—The use of this material in airplanes was 
expanded greatly during World War II. At that time there were only a few 
fabrication plants, with very limited facilities and knowledge in working the 
material. To produce the vast amount of parts needed, both the du Pont Co. and 
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Rohm & Haas Co. created large fabricating plants. At the end of the war, 
these plants were discontinued and many private concerns went into plastic 


~ fabrication. 


During this period most of the Government aircraft bases established plastic 
repair departments, which is justified. However, during this present emergency, 
these Government repair departments are being expanded into primary fabri- 
cation departments, thus taking our tax money to create a competitive business, 
If this would result in economical production of these parts and a saving to the 
taxpayers, it would be justified, but the facts indicate that this is far from being 
true. 

One case in point is that most of the airplane manufacturers do not fabricate 
their plastic parts, but purchase them on competitive bids. The business is 
highly competitive and the successful fabrication plants have had to develop a 
high degree of efficiency. New types of equipment and many new processes and 
techniques have been developed, which are not known outside of the industry. 
Following is a comparison between the private fabrication plants and those 
operated by the Government, based on facts and information we have secured 
by personal contact. 

Due to the high cost of the material, and keen competition, the fabricators 

have developed methods of securing the greatest number of completed parts with 
the least amount of material. Wasted or spoiled material is a direct reflection 
on the employee and determines his efficiency and wage scale. The Government 
fabrication department has an unlimited source of material supply with little 
or no check on waste. Their people have no knowledge of the cost or value of 
the material, and ruined parts are of little consequence. Some stated that they 
had more than 25 percent rejected parts. This is a waste of many thousands of 
dollars and vital materials. 
- The private plastic fabrication plant has had to carefully train their workers 
under competent supervision. In our own plant, of 26 employees, only one had 
some previous experience. Our people are trained over a period of 2 years under 
a supervisor with over 15 years experience in plastic fabrication. At the end of 
2 years, he may be a skilled worker, with a wage of $1.50 per hour. The Govern- 
ment is hiring people to do plastic fabrication at from $1.75 to $2 per hour, with 
little or no previous experience in the craft. 

Tooling and fixtures are an important part of this business. We have skilled 
college graduate engineers and designers to produce the proper tooling. Our 
equipment is designed to produce plastic fabricated articles in a competitive 
market. Fixtures and tooling are designed to produce better articles at less cost 
to give our customers a better value. Few of the Government plastic fabrication 
departments have equipment to compare with the private fabricator, nor do they 
have the know-how to produce it. They are using makeshift fixtures and inade- 
quate equipment that is highly wasteful of both material and man-hours. 

We feel that we are being subjected to unfair competition. The Government 
plastic fabrication department has an unlimited supply of material to draw on, 
with little, or no accounting of the value of material and labor in finished parts. 
They produce parts of a quality that would not be accepted from a private busi- 
ness. We are not given the opportunity to bid on the parts they produce. We 
believe the Government air base plastic departments should be limited to main- 
tenance and repair, where it will prolong the usefulness of the parts, and that 
new plastic fabricated parts of all and any kind should be purchased on com- 
petitive bids. 

Recently service engineers of the Rohm & Haas Co. were hired by the 
Government to make an inspection of the various Government-operated plastic 
fabrication departments, to determine what they were doing wrong. It is our 
understanding that with the results of this inspection, a training program is to be 
inaugurated whereby the Government will have experienced personnel from the 
du Pont Co. and Rohm & Haas Co. visit these departments with a training pro- 
gram. It is suggested that a copy of the inspection reports made by the Rohm & 
Haas engineers be obtained to determine the facts in the case and to verify our 
statements. 

America’s strength and greatest weapon is free enterprise. We are in this 
conflict to defend and protect free enterprise against a regulated and controlled 
economy. Small businesses are the backbone of our free enterprise system, yet 
if we destroy small businesses and free enterprise we are helping our enemies 
defeat us. 
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Mr. Evtns. Now, gentlemen, we are going to adjourn. We appre- 
ciate your coming before the committee an d giving us your fades wl 
and the information that you have furnished. We hope that we can 
be of some help to you. 

We appreciate the courtesy of the Chamber of Commerce in making 
available these facilities. We are going to adjourn, but if you desire 
to speak to any of the representatives of the governmental agencies 
who are present, they will stay here and they will talk to you. 

The subcommittee is adjourned. 

(Whereupon, at 5:30 p. m. the subcommittee adjourned, to recon- 
yene Friday, March 30, 1951, at Raleigh, N. C.) 








PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


FRIDAY, MARCH 30, 1951 


Hovset or REPRESENTATIVES, 
SuscomMirTreeE No. 1 or THE SELECT 
CoMMITTEE ON SMALL BUSINESS, 
Raleigh, N. C. 
The subcommittee met, pursuant to notice, at 10 a. m., in the Vir- 
inia Dare Ballroom, Sir Walter Hotel, Hon. Joe L. Evins, 
Pennensne, presiding. 

Present: Representatives Evins (presiding) , Clarence G. Burton, of 

Virginia, and Thomas B. Curtis, of Missouri. 

so present: Victor P. Dalmas, executive director of the select 
committee staff ; Lester Rose, general manager of the Raleigh Chamber 
of Commerce ; George Ross, director, North Carolina Department of 
Conservation and Development. 

Present representing Federal agencies: Lt. Col. Bernice C. Phillips, 
Office of Small Business, Munitions Board, Department of Defense; 
Walter J. O’Donnell, manager, Office of Small Business, Reconstruc- 
tion Finance Corporation; Charles F. Hughitt, Assistant to Director, 
Office of Small Business, National Production Authority; John S. 
Bartlett, field representative, National Production Authority; Leo H. 
McCormick, Assistant to the Director, Office of Price Stabilization ; 
a K. Mahon, regional director, General Services Administration ; 
William T. McCormick, Deputy Special Assistant to the Adminis- 
trator, Office of Small Business, Economic Cooperation Administra- 
tion ; John G. Clark, district director, Eastern Carolina, Office of Price 
Stabilization ; C. L. Southward, regional office, Department of Com- 
merce. 

Mr. Evrns. Gentlemen, the committee will come to order. 

Ladies and gentlemen of Raleigh, N. C., we of the House of Repre- 
sentatives Committee on Small Business, a subcommittee of that com- 
a are mighty pleased to be here in your city and in your great 

tate. 

We are holding a series of hearings throughout the country durin 
this period of mobilization, as you may have heretofore been advised. 

First of all, I want to thank Mr. Ross of your department of con- 
servation and development for facilitating these hearings. 

I also wish to thank Mr. Rose, the general manager of the Raleigh 
Chamber of Commerce for his great help in arranging these hearings 
and providing these excellent facilities that we are having today. 

We were in Atlanta, Ga., yesterday, and this, as I said, is a part 
of a series of hearings being held throughout the United States for 
the purpose of looking first-hand into the problems of small business 
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as related to the national emergency. We wanted to learn something 
as to the participation of small business in this emergency. 

It is the intent of the Congress of the United States that small 
business in this Nation shall receive its fair and proportionate share 
of Government contracts. 

Furthermore, the committee is interested not only in general infor- 
mation but in obtaining information relating to special specific prob- 
lems relating to special and specific groups aed small enterprises. 

The committee will take whatever steps seem to be necessary in 
order to straighten out difficulties, wherever possible and wherever it 
is feasible. 

Now, before going any further, I should like to take a moment to 
stress the nonpartisan character of the Small Business Committee of 
the House of Representatives. The reports which have resulted from 
the studies of the committee have been almost unique, in that in every 
particular the work of the committee has been carried on in an atmos- 
phere of unanimity. 

This Small Business Committee of the House of Representatives 
was created 3 days after Pearl Harbor, 1941. During those days, 
when small business was encountering all sort of difficulties and 
inequities, the committee performed a herculean task in aiding small 
business enterprise and the small-business economy of our Nation to 
face those problems. 

I might state in passing that the committee was largely instru- 
mental in enacting into law the Smaller War Plants Corporation, 
which had aided and assisted in plant expansion during the war and 
aided small business in securing contracts and in channeling the 
necessary materials and supplies to these small concerns for the 
fulfillment of civilian needs. 

At the present time there are many vexing problems confronting 
small business. This committee is going to attempt to solve those 
»roblems. We of the Small Business yibaae soe of the House of 

presentatives feel that the keystone of America’s business, the back- 
bone of our American economy, of our American system of free enter- 
prise, is small business. 

If we are going to preserve the American way of life, if we are to 
have it through the years to come, it is going to be necessary to 
insure that the small-business economy of mong have an equal 
opportunity to participate in Government contracts and Govern- 
ment orders, so that small business will not be curtailed to any 
unduly excessive extent during these times, 

Gentlemen, it is in recognition of these facts that this committee 
is endeavoring to go to as — cities throughout the country as pos- 
sible and secure first-hand information from the grass roots, from 
small-business men. We feel that in that bef we will learn the 
problems that they are encountering. We will get to know those 
problems and we will hear the complaints and difficulties that are 
encountered. 

Then, we will return and we will convey that information to 
Congress and to the interested agencies of the Government. 

Now, gentlemen, may I say that this committee is your committee. 
It is a friendly committee, and you are welcome, you are free to come 
tous. We want your recommendations and your advice and counsel, 
and we in turn will endeavor to assist you as much as possible. 
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We 7 that you will have no hesitation in testifying before this 

up. Inthe event that there is any feeling that there might be some 

retaliation against you by the suppliers or otherwise, we assure you 
that we will be in a position to be of some help. 

We have some representatives of the top agencies of the Govern- 
ment most particularly concerned with this period of emergency, and 
they are here to learn first-hand of your problems and to consult with 
you and to advise you upon your special and ty ap problems. 

We are glad to be here on this occasion. May I say that one mem- 
ber of the subcommittee was to fly here this morning and he has not 
arrived as yet, but that is perhaps due to weather difficulties, and we 
expect him at any moment. 

And now I will introduce my colleague, Clarence Burton, of 
Virginia. [{Applause. | 

Now, I will introduce the representatives of the Government 
agencies that we have with us. 

First is Lt. Col. Bernice C. Phillips, of the Office of Small Business, 
Munitions Board, Department of Defense. [ Applause. ] 

Next, we have Mr. Walter J. O'Donnell, Manager, Office of Small 
Business, Reconstruction Finance Corporation. TAp lause. | 

Also we have Mr. Charles F. Hughitt, Assistant to Diseer: Office 
of Small Business, National Production Authority, Department of 
Commerce. [ Applause. ] 

With him is Mr. John S. Bartlett, field representative, of the same 
service. [ Applause. | 

Mr. Leo McCormick, assistant to Mr. DiSalle, Office of Price Stabili- 
zation, was also to fly in and he is not here yet, but we anticipate his 
arrival shortly. 

We have Mr. William T. McCormick, Assistant to the Administra- 
tor, Economic Cooperation Administration. [Applause. ] 

We also have Mr. Mahon, regional counsel, General Services Ad- 
ministration. [| Applause. | 

Also, perhaps, there are present representatives of Government de- 
partments here in Raleigh, and if so, we certainly welcome you here; 
we want your participation in these hearings. 

Now, at this time, I would like to turn the meeting over to Mr. Ross, 
of the North Carolina Department of Conservation and Development. 
Mr. Ross. [Applause. ] 

Mr. Ross. Congressman Evins, Congressman Burton, destinguished 
visitors, and other friends, it has given us a great deal of pleasure 
and given us an unique opportunity to cooperate with this committee 
in this undertaking. 

Immediately after the war started in Korea we began to have calls 
from small-business men in Carolina. They wanted to know if they 
could participate in this activity or that activity; particularly in the 
matter of tooling small industry for business in order to enable them 
to get either prime or subcontracts from the Government. 

hey appeared before the State department of conservation and 
—— in Raleigh and in Charlotte, seeking help along those 
ines, 

Recently there came a request from the Governor to appoint a 
small-business man’s committee. That has been done and the Gover- 
nor’s committee is represented here today. Quite a few of the mem- 
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bers are here, and by noon I expect that they will all be here, those 
that have been appointed. 

Our department of conservation and development, operati 
through the division of commerce and industry, is trying to wor 
out these problems every day. 

Now, in answer to the forerunner of this committee, Mr. Stockton, 
we have asked several people to come here today and we have asked 
some of them to have pre statements. 

Now, gentlemen, I understand that that does not mean that you 
cannot speak. You will have the opportunity to put in your ideas 
whether your statements are written or not. yore as I said, at 
the request of Mr. Stockton, we have asked some of you pee to 
prepare statements, and I am glad to see that you have responded, and 
that there are at least a half dozen or 10 or perhaps even a dozen whom 
we have asked that are already here and have those statements. 

Now, I want to say to the Members of Congress and to the Govern- 
ment representatives that are here today, that we are very happy to 
have you in Raleigh. And we are very grateful to the State chamber 
of commerce and to the Raleigh Chamber of Commerce and to the 
merchants association for the fine cooperation they have given us in 
bringing this group of people here who are going to cooperate in 
this undertaking. 

Now, I weal like to have Mr. Lester Rose to be recognized for 
just 1 minute. [Applause.] . 

Mr. Rosr. Ladies and gentlemen, since our mayor is not here, I 
just wanted to take this occasion officially to welcome you here to our 
city on his behalf and on the behalf of the chamber of commerce. 

I want to say also that it has been a pleasure for us to join with 
the merchants association and with the State department of conserva- 
tion and development, and, in some measure, to sponsor this meeting, 
and to assist in impressing the small-business men of this area of the 
importance of their prereset here today. 

We are extremely grateful to have the congressional representatives 
and Government agency representatives here in our city, and we hope 
that our work today is going to be very fruitful and that all of us 
will feel well repaid for coming here today. 

Thank you. LARpIonr. 

Mr. Evins. Thank you, Mr. Rose, and also Mr. Ross. 

May I against reemphasize and assure you gentlemen that we are 
most appreciative, and we want you to extend that to your mayor and 
to your governor. 

might say that North Carolina has a great delegation in the Con- 
gress of the United States. I know all of them and they are very fine, 
very outstanding representatives and very capable and very ener- 
getic, and we are very proud of the North Carolina delegation. Con- 
reaigs Cooley personally expressed his regrets at being unable to 
ere. > 

As I say, I know all of the congressional delegation from your State 
and while I do not know the Senators, still you have a great delegation 
in the Congress. 

Now, gentlemen, without any more preliminary remarks, we are 
going to get the hearing under way. 
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We will call on Mr. Little, who is the first witness on the list that 
has been prepared for us. 

We are delighted to have you with us. If Y fc have a prepared 
statement you may give it to the reporter and you may make any 
summary or additional remarks that you wish; or you may read your 
statement or ser in any ota, hues. wish. 

May I say before Mr. Little begins, that if there are any questions 
presented that we cannot answer here, right on the spot, or that the 
representatives of the governmental agencies cannot answer, we will 
try to answer them either this afternoon or at a later date. 

Now, Mr. Little, you may proceed. Give your name and organiza- 
tion to the reporter, please. 


STATEMENT OF JAMES C. LITTLE, IR., NORTH CAROLINA OIL 
JOBBERS ASSOCIATION 


Mr. Lirrie. My name is James C. Little, Jr., representing the North 
Carolina Oil Jobbers Association. 

A problem that we want to discuss for a few minutes with you this 
morning is one of the special problems that you mentioned in your 
opening remarks, Mr. Evins. 

It deals with the margins allowed the independent oil jobbers or 
oil wholesalers in a marketing branch of the petroleum industry. It is 
a problem that has some direct connection with the present mobiliza- 
tion effort and with the present Price Administration. At the same 
time, it is a problem that has been building up and has continued over 
a period of some years. 

or the benefit of anyone who might not know the exact definition 
of an oil jobber, an oil jobber is a man who wholesales petroleum 
products. He buys from the major oil companies or producers or 
refineries and then in turn sells to the retailer or the service-station 
operator of a retailer of some other type. 

He is like a grocery wholesaler; he buys his product outright and 
he sells it outright. 

There are several types or classes of marketers. 

First, there is the commission agent. He works on a commission 
basis for the major oil company. ey are salaried employees of the 
major oil companies who sell their product on the wholesale level. 
The jobber is an independent business operator. 

The North Carolina Oil Jobbers Association represents approx- 
imately 200 independent oil jobbers doing business in this State. 

It is contended by the association that the margin allowed the in- 
dependent jobber by the major oil companies has been static over a 
period of years; and at the same time the cost of operating, the cost 
of doing business, has continued to rise. For that reason, if he has 
not been forced out of business, certainly he has been operating at a 
tremendous handicap. 

Now, Mr. Chairman, you have my brief, and I would like to call 
your attention to the exhibit A attached to the back of the brief. 

Mr Evrns Your complete brief and the exhibits attached thereto 
will be made a part of our record. 
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(Brief and exhibits referred to are as follows :) 


BRrerF SuBMiTTreEp To SvucomMirTer No. 1, oF THE House SMa Business 
ComM™MITTEER aT A HEARING IN Raeion, N, C., Marcn 30, 1951 


(Prepared and submitted by North Carolina Oil Jobbers Association—W. A. 
Parker, executive secretary; J. C. Little, Jr., counsel) 


The petroleum industry is composed of several segments: production, refining, 
transportation, and marketing. Producers explore oil fields, drill well, and 
supply crude oil to refineries. Refiners, in turn, break down the crude into its 
several components, including naphtha, gasoline, kerosene, distillates (fuel 
oils), residuals, and asphalt. These products of the refinery are transported by 
pipeline, barges or tankers, rail, and transport trucks to the marketers, who 
are numerous and well seattered among the consuming public. There are 
several classes of marketers—direct marketing through salaried employees, 
commission agents or consignment distributors, jobbers, peddlers, and retailers. 
Since we are primarily interested in the jobbers’ problems, we wish to confine 
our remarks to same. 

An oil jobber is an independent businessman, and to become an active member 
of the North Carolina Oil Jobbers Association he must own and maintain his 
own equipment and sell a substantial part of his petroleum products direct to 
resellers, provided such jobber is not controlled through stock ownership, or 
commission or agency agreements, directly or indirectly by a refiner or producer 
of petroleum products. In other words, he is a wholesaler who buys from a 
refiner or broker and sells to a retailer. 

Ordinarily a jobber contracts with a supplier who furnishes the jobber with 
his yearly requirements of gasoline, within specified limits, and this contract 
is usually extended from year to year. The price named in the contract for 
gasoline is the supplier’s posted tank-car price; and the difference between that 
and the jobber’s posted tank-wagon price is the jobber’s margin, in this territory 
usually about 2% cents per gallon; and out of which the jobber must purchase 
his pumps, tanks, trucks, and other equipment, including buildings, and pay all 
expenses. 

With that definition of a jobber’s operations and in his interest, the North 
Carolina Oil Jobbers Association presents the following data on costs of opera- 
tion and margin allowed on products handled by independent oil jobbers. The 
information contained in this brief and the exhibits attached hereto were com- 
piled by the North Carolina Oil Jobbers Association from a survey made of its 
members who are independent oil jobbers doing business in the State of North 
Carolina. The figures as to sales and costs of goods sold are the average figured 
from the information submitted by 35 independent jobbers. These figures are 
considered as representative in the State. Exhibits A and B indicate the indi- 
vidual figures for each firm that furnished the requested information. These 
figures are considered confidential, and each firm is designated on the exhibit 
by code number in column 1. The firms submitting this information may be 
identified to you with their consent. The figures contained in exhibit C were 
taken from information furnished by dealers in various types of equipment used 
by oil jobbers in this State. The figures contained in exhibit D were taken from 
figures furnished by the National Petroleum News, which is considered by the 
industry as being authoritative. 


CONTENTION 


It is contended by the North Carolina Oil Jobbers Association, representing 
the independent oil jobbers doing business in the States of North Carolina, that 
the major oil companies are able to and in fact do set the price at which the oil 
jobber must purchase his requirements of petroleum products, since they are 
his chief source, and in most cases his sole source of supply; further, the major 
companies fix the price at which the jobber must sell his petroleum products 
due to the fact that the same major oil companies are selling in direct compe- 
tition to the independent oil jobber. Therefore, the margin of profit enjoyed 
by the said oil jobber is in fact fixed by the said major oil companies. It is also 
contended that the unit margin of profit allowed to the independent oil jobber 
has remained substantially the same from 1941 to the present time and that 
the selling price of the products handled by the said jobber has risen considerably 
during the same period of time, thereby reducing the percentage of gross profit 
realized by the jobber. It is further contended that wages, equipment, and 
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other items of cost which are necessary in the operation of the jobber’s business 
have risen an average of approximately 100 percent during the past 10 years 
and that this rising cost, together with a static margin of profit, has created a 
situation whereby it is now impossible for new jobbers to profitably enter the 
oil business, and is placing undue handicap and operating difficulties upon those 
presently engaged in petroleum marketing, and is also tending to reduce or 
destrey competition and create monopoly. 


ARGUMENT 
1. Increased cost of operations 

Exhibit A attached hereto indicates the increase in wages paid by independent 
jobbers. Of the jobbers submitting their firm’s figures, 23 were doing business in 
1941. The average wage for a tank-wagon driver was then $119.28 per month; 
in 1946, this had risen to an average of $181.91 per month; in 1950, the average 
had risen to $236.31 per month, or an increase of 98.1 percent from 1941 through 
1950. 

The average mechanic’s wage in 1941 was $118.55; in 1946, $195.69; and in 
1950, $258.83, or an increase of 118.3 percent over the wage paid in 1941. The 
average office worker’s wage paid in 1941 was $118.58; in 1946, $168.61; and in 
1950, $226.87, or an increase over the wage paid in 1941 of 91.3 percent. 

It is obvious from analyzing contents of exhibit A that the fixed overhead 
of the average jobber has undergone a tremendous increase. The increase in 
salaries alone averages 102.6 percent. 


2. Costs of operating equipment necessary in carrying on of the jobber business 
Exhibit C, attached hereto, contains the facts submitted by suppliers of equip- 
ment which is necessary for the operation of jobber business. It will be noted 
that there is great variance in the relative increase in costs of such equipment, 
but without exception the cost of equipment vital to an oil jobber has increased 
tremendously. The last figures reflected in exhibit C are for equipment bought 
for the year 1950. Price increases in varying degrees have been effected in the 
last few months of 1950 and the first 30 days of 1951. These increases are not 
fully reflected in the figures contained in exhibit C. In addition, there is a prob- 
ability of an increase in the excise tax on the majority of this equipment; and, 
of course, this will be passed on to the jobber puchasers. The figures con- 
tained in exhibit C indicate an average increase in the cost of vital equipment 
from 1941 to 1950 of approximately 100 percent; and, with increases already 
effected and when the increased taxes become effective, this figure will rise 
substantially. 
8. Average gross margins 

Oil jobbers operate on margins allowed by the major oil companies, who fix 
the prices to the jobbers, and, whether by direction or indirection, control the 
wholesale price which the jobber can charge for the product, whether it be gaso- 
line, fuel oil, or motor oil. Exhibit B, attached hereto, indicates that in 1941 
the average gross margin of a jobber amounted to 16.72 percent. The gross mar- 
gin indicates merely the difference between the amount paid for the product by 
the jobber and the amount received by him upon resale by him to the retailer. 
In 1946, the gross margin had fallen to 16.29 percent, although during the same 
period average wages paid by the jobber had risen 53.3 percent and the average 
cost of equipment as contained in exhibit C has risen almost 50 percent. By 
1950, the gross margin allowed the jobber had been reduced further to 13.27 per- 
cent, while the cost of equipment and wages has continued to climb. The reduc- 
tion in the gross-profit percentage was due to the fact that the unit sales price 
of all products had increased substantially in the interim, while the jobber 
margin of profit per gallon on regular gasoline had remained at 2% cents per 
ow and on all other products it had remained substantially the same as in 

41. 

It also follows that while a jobber who has been in business for a number of 
years can now show a small net profit, that profit is largely due to the fact that 
this jobber is operating to a large extent with equipment bought at prices much 
lower than at present. Therefore, such profit will be short-lived, since this low 
priced equipment must soon be replaced with equipment at today’s prices. It is 
apparent that this same jobber cannot long show any profit at all, due to the 
increased cost trends above mentioned, unless relief is given to him in the way 
of increased margin of profit. It is also apparent that the jobber even today does 
hot have a profit sufficient to enable him to compete for his share of the increased 
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volume of petroleum business and to maintain his position in the market served 
by him. 
4. The producers and refiners have increased their margins to take care of 
increased costs of operation : 
The producers and the refiners have increased the price of their products 
sufficiently to take care of their increased cost of operations as shown in exhibit 
D. The tank-car price for regular gasoline delivered to the jobber in four cities 
in North Carolina in 1941 averaged $0.0820; in 1950, the average tank-car price 
for gasoline had risen to $0.1302 a gallon. The price of crude oil in March 1941 
was $1.34 per barrel; in January 1950, this had risen to $2.84 per barrel. The 
major oil companies operate in all phases of the petroleum industry—as pro- 
ducers, refiners, transporters, and marketers. If they have been adversely 
affected by the increased costs of wholesale operation without enjoying an 
increased margin, they have increased their margins and profits at the pro- 
ducing, refining, and transportation stages sufficiently to make up the decrease 
in net income realized from the marketing end. 


5. The necessity of being allowed a reasonable gross margin on goods handled 


All merchandising businesses are operated on a margin or mark-up basis. 
It is respectfully submitted that the oil jobber has a smaller margin or mark-up 
than any comparable business in existence today. Whereas firms handling mer- 
chandise such as dry goods, clothing, farm equipment, and other items oridi- 
narily found in mercantile establishments ordinarily have a gross profit of 
39 to 50 percent on their sales volume, the jobber’s gross has never been more 
than 16 or 17 percent and at the present time has been reduced to 13.27 percent. 
This percent of gross profit would be low under any condition; but, with the 
cost of labor and the cost of necessary equipment rising steadily, the problem 
of replacing equipment and maintaining competent and adequate service men 
and office workers has reached such proportion that it is virtually impossible 
to maintain a high standard of customer service. 

The utility rates and other rates set by governmental boards and agencies 
are based upon a reasonable return based on the gross business done in any 
one year in any given territory. The oil jobbers are not asking and do not 
want governmental control of their earnings, but they urgently request that 
serious consideration be given to their plight in order that their business may 
continue to function and to be an intricate part of the petroleum-marketing 
industry. 


CONCLUSION 


The facts set forth above and represented in the exhibits attached hereto in- 
dicate the great handicap under which the oil jobbers are operating. It is ob- 
vious that while costs of labor and equipment have risen steadily since 1941, and 
while prices to the jobber of gasoline and other petroleum products have risen 
steadily, that the gross margins or mark-ups allowed the jobbers have remained 
more or less constant. The conclusions to be reached after an examination and 
study of this situation are as follows: 

(1) That a man with moderate means could enter the oil-jobber business in 
1941, secure a reasonable amount of business, show a reasonable net profit, look 
forward to building a business of his own and becoming a responsible business- 
man in his local community. 

(2) That a person of moderate means cannot hope to enter the oil-jobbing 
business at the present time at today’s costs and today’s margins of profit and 
have a reasonable expectation of a successful business venture. 

(3) That, in order for the oil-jobbing business to remain in a healthful con- 
dition and competition be encouraged and monopoly discouraged, it is necessary 
that relief be given to the problem of the oil-jobber by granting him a margin 
of profit that will relieve the handicaps and correct the conditions set forth 
above. 
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RECOMMENDATIONS 


It is urged that the Price Stabilizer remove the ceiling on margins allowed 
independent oil jobbers and raise the ceiling on the tank-wagon price of gasoline 
by one-half cent per gallon, or at least increase the margin at least one-half of 
1 cent per gallon. It is urged that the major oil companies increase the margin 
which they allow the independent jobber at least one-half cent per gallon in 
order that the jobber’s problem may be relieved. . 

It is not the desire of the independent oil-jobber that the major oil com- 
panies be divorced from the wholesale petroleum business. Most jobbers are 
willing to compete with the major oil companies on an even footing, but do urge 
that they have been and are operating at a distant disadvantage which ad- 
versely affects their ability to compete. 


Employees’ monthly wages and percentages of increase as reported by members 
of the North Carolina Oil Jobbers Association for the years 1941, 1946, and 
1950 


| 
Tank wagon driver wage Mechanie’s wage Office worker wage 
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Sales, cost of goods sold, and average gross margins 
members of the North Carolina Oil Jobbers Association for the years 194/. 


1946, and 1950 
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Cost of operating equipment for bulk plants as reported by equipment suppliers 
to the North Carolina Oil Jobbers Association for the years 1941, 1946, and 
1950 
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Tank wagon prices in various North Carolina areas, and averages for the years 
1941, 1946, and 1950, as compared by North Carolina Oil Jobbers Association 
through data of the National Petroleum News 





Year and prices (cents per gallon) 
City - 
1941 | 1946 1950 





Charlotte... éi baoadduddssh sdblbalt-chbisleal . 18.20 | 24. 10 
Hickory. . ‘ MrT PRRR TST NP FS . 18.50 24.50 


Raleigh... 3 siden 2 18. 40 24. 60 
Wilmington 2 | 17. 30 22. 90 


18.10 | 24. 02 





Prices on crude and Gulf coast regular gas for 1941, 1946, and 1950, as compiled 
by North Carolina Oil Jobbers Association through data of the National Pe- 
troleum News 


Texas crude: Per barrel 


June December 
. 2 5. 625 6. 25 
5 5.75 68572 
50 10.86 11. 00 
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Mr. Lirrie. Exhibit A sets forth briefly the increased cost of wages 
paid by the jobbers. We have it broken down, the figures are pre- 
sented by the number of companies doing business in the State. 

However, to take an average, the wages paid by the oil jobbers have 
risen approximately 100 percent during the course of the last 10 years; 
that is, from 1941 through 1950. 

Exhibit C indicates the increased cost of the equipment necessary 
for operating an oil distributorship or oil dealer or jobber business. 

The trucks, the motor equipment necessary, the tanks, have risen— 
we have not broken #t down in exhibit C as to the various articles, but 
taking them all together, they have risen approximately 100 percent 
in cost. 

The price increases as shown on this exhibit went through the fal] 
months of 1950; but, of course, since that time, they have risen even 
further. 

Now, with these increased prices, since these figures were compiled 
and the increased taxes that we all anticipate, you can readily see that 
the cost of doing business is constantly going up, and that cost is con- 
tinuing to go up. 

Now the jobber operates on a margin. It is the difference between 
what is termed the tank-wagon price and the tank-car price of petro- 
leum products. He buys it at one figure and sells at the other. Ordi- 
narily, there is in this State 214 cents per gallon mark-up which the 
jobber is allowed. 

Now, when I say that the jobber is allowed, the major oil company, 
his supplier, does not say what he can sell it for, but the major com- 
panies in all of the fields of the petroleum industry—and there are the 
refiners and producers and the transportation and the wholesalers, 
there are all those fields and there is the retail field—the major oil 
companies, as you well know, own and operate a number of service 
stations, retail operations. 

They also control through commission agents or salaried employees, 
the wholesale distribution—and all down the line. 

Well, now, in order to compete with the major oil company, an in- 
dependent oil jobber has to set his price at a competitive figure with 
the major company. If they sell a gallon of gasoline at 18 cents, then 
he has got to sell it at 18 cents, he cannot sell it at 1814 cents. 

Consequently, although they do not control the price charged by 
the jobber directly, they do control it indirectly. 

At the same time, the producers and refiners have increased the 
cost of their products to the jobber. I would like to call your atten- 
tion to exhibit D which indicates the tank-wagon price of petroleum 
products, ere rs of gasoline for the years 1941, 1946, and 1950. 

In Charlotte, for instance, in 1941 it was 18.4 cents; in 1950 it is 24.1 
cents. In Wilmington it was 17.2 cents and it is now 22.9 cents. 

Now, while the cost to the jobber has steadily increased, while his 
cost of operation has increased and his cost of doing business in every 
field has increased, his margin has remained steady. His margin 
allowance has remained at approximately 214 cents per gallon over 
the entire 10-year period. 

That is working a tremendous hardship on most of the independent 
dealers. And I understand that the margin has been set by the 
Office of Economic Stabilizer. 
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The sum and substance of it is that a man at one time could go into 
the oil jobbing business, say, in 1941, and do a small business and 
make a moderate profit, he could pay himself a moderate salary; 
whereas today, with the increased cost of supplies, the increased cost 
of wages, the increased cost of doing business, and the static condition 
of the margins that he is allowed, a small man cannot go into the oil 
business. 

A man who could go in and do a 2 million gallon a year business 
in 1941 would get, not a big profit, but he would make enough to pay 
himself a reasonable salary—today that same man cannot meet 
expenses. 

he figures shown in exhibit B indicate the difficulties under which 
the jobbers have been operating. For instance, in 1941, the average 
gross margin—now, this is based on the sales by the jobbers—they had 
a mark-up on the goods sold of 16.72 percent. 

Now, while everything else has been rising, that mark-up has not 
increased ; although the cost of their goods has increased, their mark-up 
has remained the same and they are now operating on a basis of 13.2 
percent margin allowance. 

As I said at the outset, they are controlled not directly, but indi- 
rectly by the operator, the major oil operators, who set the price, and 
the independent businessman has to meet the price set by the major 
oil company. 

In exhibit B you will see—we have it broken down, and all of these 

res that I shall submit in all of the exhibits have been submitted 
to the oil jobbers association—they have been broken down by the 
individual business and they do reflect the actual figures taken from 
the books of businessmen. 

Mr. Evins. I believe Mr. Burton has a question, if you don’t mind 
being interrupted, sir. 

Mr. Lirrie. Yes. 

Mr. Burron. What have you to suggest in the way of relief? 

Mr. Lirrie. Well, I suggest that the Office of Price Stabilization 


authorize an increase in the margin allowed to the independent jobber 
by at least half a cent a gallon. 

Mr. Evins. Mr. Little, summarizing the picture that you have pre- 
sented here, representing 200 oil distributors in the State of North 
Carolina, is that your equipment has increased—that is, the price of 
that een ser wages have increased, and your cost of your 


products has also increased, and yet the margin has remained constant ; 
and that margin is fixed by the fact that the major oil distributors 
have competing sales operators. 

Mr. Lirrix. Yes, sir. 

Mr. Evins. In other words, you have not only the refiners and the 
producers but their retailers in competition with you. 

Mr. Lrrrie. That is correct. 

I want to thank you for the opportunity of being heard, Mr. Chair- 
man. 

Mr. Evrys. This price which is established for the gasoline buying 
public, how is that arrived at by the major oil distributors? 

Mr. Lrrriz. Mr. Evins, I could not answer that question; 
apparently it follows the leader. How they arrive at their price, I 
could not say. 
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Mr. Evins. But the men that you represent are forced to more or 
less follow the leader? 

Mr. Lrrrix. The men I represent have to follow the leaders, they 
have to compete with them and, of course, they have to maintain their 
price at a level where they can compete. 

Mr. Evrys. You have no information on their increases but you 
do know that they are forcing a keenly competitive situation with 
respect to your end of it. 

Mr. Lirrie. Yes, sir. I would like to add here that it has been 
suggested that where the jobber suffers from loss of mark-up, the 
major companies in the wholesale business suffer the same way. 

But I would like to point out that they operate in all fields of the 
industry and not merely in the haleonte fleld. What they lose by 
a low mark-up in the wholesale end, they will make up either in the 
refining or producing end or in the price of the crude oil as delivered 
to the refiner. 

In other words, the major companies operate throughout the field 
of the petroleum industry, and the independent jobber only operates 
in one stage of it. 

Mr. Evins. You have no instances where you have information 
of their selling below cost with a view to forcing out competition / 

Mr. Lirtie. No, sir. 

Mr. Evins. But in effect you say that because they are in the whole 
oil business, they are able to take a lower mark-up than yourselves? 

Mr. Lrrrie. Yes, sir. They can suffer a lower mark-up in the 
wholesale end and make it up somewhere else along the line, because 
they are also in the producing and retail ends. 

I have some figures reflecting that. These figures were taken from 
Standard & Poor’s Corporation Manual over the same period. We 
have 12 major companies that do business in this State. In 1941 they 
had an average earning of $33,431,000; in 1949 their average earnings 
were $80,819,000. So, obviously, what they lose at one end they are 
making up in the other. 

Mr. Evrys. My observation is that if you would get your data and 
show it to Mr. DiSalle’s office in the Office of Price Stabilization, 
showing the extreme hardship which your industry is encountering, 
there may be some relief. Mr. McCormick, the assistant to Mr. Di- 
Salle, has not yet arrived, but when he does get here perhaps he can 
answer directly your question. 

Mr. Lrrrie. Thank you. 

Mr. Evins. Do you have anything else? 

Mr. Lirrie. Mr. Roby Taylor, who is president of the association 
is here, and if there is any peer question you have with regard to 
the industry, I expect he will be able to answer it better than I. 

Mr. Evins. Thank you. We are glad to have him here. We appre- 
ciate your splendid statement. 

Mr. Duncan. Mr. Chairman. my name is W. B. Duncan, price at- 
torney. regional office, Office of Price Stabilization. Richmond. Va. 

Having served in the Army, Mr. Chairman, I realize the dangers and 
the pitfalls of volunteering, but in the unavoidable absence of Mr. 
McCormick. who is the direct representative and assistant of Mr. 
DiSalle. and since Mr. Clark, the district director of the local Office 
of Price Stabilization office is right now also absent—— 
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Mr. Ross. Mr. Clark is here. 

Mr. Duncan. Oh, then I defer to him. 

Mr. Evins. Gentlemen, if I may interrupt; if we can proceed with 
the other witnesses, we would like to do so and then have these ques- 
tions later on this afternoon. But we want to finish with the witnesses 
first. 

May I state that the Committee on Small Business has been driving 
at the objective of having decisions and information on the spot local- 
ly. The businessmen are being confronted with problems and there 
is a lack of decision and interpretation in the field, and so we want the 
representatives, such as Mr. Duncan, to be able to give you gentlemen 
the answers without the necessity of having to go to Washington. 
That is one of the things we are hoping to accomplish. 

We will try to get into these questions a little later. 

Our next witness is Mr. Peden. 

Mr. Peden is not here. 

Our next witness is Mr. Foscue, who is to tell us about furniture. 
Mr. Foscue is not yet here. 

Our next witness is Mr. Butler. Mr. Butler, will you come up, 
please, and give the reporter your name and organization for our 
reco 


STATEMENT OF C. 0. BUTLER, GENERAL FOUNDRY & MACHINE 
CO., SANFORD, N. C. 


Mr. Butter. -My name is C. O. Butler, and I am vice president and 
general manager of General Foundry & Machine Co. of Sanford, N. C. 

I would like to read my statement. It is very short and it will 
not take very long. 

Mr. Evrns. Yes; you may proceed. 

Mr. Burier. As a representative of one of the small manufacturing 
concerns of North Carolina I am pleased to have the opportunity to 
present to you one thought in the line of problems of small-business 
organizations of our Nation. 

We are all very familiar with the problems of procurement and we 
spend a great amount of time and energy in trying to locate various 
items which we use as raw materials in our manufacturing processes. 
Many pages have been written and many hours have been spent in dis- 
cussing how to find this and where to find that. We all know that in 
this period of stress and strain that it becomes difficult to maintain 
an even flow of materials through any plant whether large or small. 
In the large companies we have departments or divisions whose sole 
responsibility is the studying of allocations, priorities, and other regu- 
lations which we realize are very necessary for a uniform distribution 
of raw materials. 

We realize that the first call on raw materials is for defense work 
and that anything left over may be used for other production activities. 
This should be so as our very existence depends on efficient defense 
oroduction. However, in the small-business organizations we do not 

ave the facilities or manpower to throughly study and understand 
all of the complications of material control. It is rather difficult for the 
average small organization to become thoroughly familiar with all 
of the regulations and orders which now face us. I realize that the 
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prime regulations and orders must be written in such manner as to 
cover all possibilities. If it were possible to have these orders re- 
written in a brief form so that they could be readily digested by the 
average small-business man, it would be of great help to all of us 
and would help us to operate according to the true spirit of this great 
country of ours. Without a thorough understanding of all the rules 
of the game, nobody can hope to play it as it should be played. 

I, therefore, earnestly suggest that along with the other points 
which have been brought up here today that you seriously consider 
methods of getting information for the small-business man in such 
way that he can honestly follow it in the spirit in which it was pre- 
— without having to expend excessive effort in the unraveling of 

etauls. 

Mr. Evins. Thank you. Your principal recommendations to the 
committee are that small-business men are having difficulty getting 
information and that when they do get it, it is in such complicated 
form that you cannot properly interpret it. 

Mr. Butter. That is the idea; yes, sir. The other points will be 
discussed thoroughly by other people, and it occurred to me that 
this is a point that is vital in our work. 

The regulations are well written, but they are complicated and it 
takes quite a lot of time to figure them all out, especially by the 
average small business where they may only have, possibly, two or 
three people in the management of the concern. 

I was for several years, 17 to be exact, in a large corporation and 
I was there all during the last war, and in that company we had 
a large staff in the home office and we had a large office in Wash- 
ington, and we had teletype service between the two offices. We also 
had people traveling back and forth on the train, practically a shuttle 
business, trying to be sure that we were doing what was right. 

It is not a point of trying to beat the regulations, but to try to follow 
them, to follow the rules as they are set out so that we do right ani 
so that we may cooperate 100 percent with the people that have sen: 
out these regulations. We know they are good and we know they 
are for the benefit and protection of all of us and we want to follow 
them. 

But, we want to be able to understand them without having to set 
up a special staff to study all of those things, and to be sure that we 
are doing right. 

Mr. Evins. In the event a local office is established in this area that 
would do that, it would be mighty fine for your industry, for you to be 
able to go this representative and say, “What does this mean?” or “Are 
we within the law or without the law with regard to a certain prod- 
uct?” In other words you would like, would you not, an on-the-spot 
decision ? 

Mr. Burier. Yes, sir; certainly. Also, we do not want to be behind 
in filling out the forms that have to be filled out, but we do have to 
understand them before they are filled. 

Then, there is the matter of using the various raw materials. For 
instance, in our operation we use copper and aluminum and brass and 
bronze and babbitt. Now, I am not sure right now that we are doing 
what is legal. Maybe we are and maybe we are not. We hope we 
are, but I am not sure that we are. We would like to know that we 
are doing what we are expected to do. 
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Mr. Evins. We can strive for simplification. I might state that 
the Committee on Small Business of the House of Representatives has 
been instrumental in trying to get as wide dissemination of informa- 
tion to small-business men over the country as possible, and a number 
of contacts offices have been established with a view of getting that 
information to the businessmen in mind. 

Now, you did not make any complaints—I congratulate you—with 
regard to scarcity or shortages of materials. Do you direct any com- 
plaint in that respect 

Mr. Burier. Well, sir, other people will consider that. 
[pouer-3 
Mr. Hueurrr. Mr. Chairman. 

Mr. Evins. I would like to introduce Mr. Hughitt, of the National 
Production Authority. 

Mr. Huenrrr. I just wanted to advise the witness—I am not sure 
whether he knows it or not—that the National Production Authority 
is doing all that it can to get information to our field offices as rapidly 
as we can. 

Now, with regard to simplification, or rather a briefing of the orders 
and regulations, and so forth, in a very short while we will have in 
the field offices a summary of all of those orders, which would be in 
the nature of digests of the orders and the regulations, and they will 
present the highlights. Naturally, such a thing has to be supplemented 
and we will supplement it. 

In addition, we are issuing a brief pamphlet, question-and-answer 
pamphlet, answering through this pamphlet the questions that we 
think most businessmen, including yourself, are concerned with, and 
in which we give answers to those questions. Those things will be 
available in the field offices and should be helpful to you, as well as to 
the others who are seeking information. 

I might tell you now of a publication which is not a Government 
publication and which I think is very excellent. 

This is a study made by the Research Institute of America, Doing 
Business Under Material Controls, under date of February 20, 1951. 
It carries a digest and explanation of all of the work done by NPA 
through February 20. This also will be supplemented, I understand. 

I suggest, if you do not already have it, that you get this pamphlet, 
and if you cannot get it locally, write to the Research Institute of 
America at New York. That is all the address you will need, I am 
sure, and you will be able to get it. I am certain it will be very help- 
ful to you. 

Mr. Evins. Thank you, Mr. Hughitt. 

Are there any questions of Mr. Butler ? 

(No response.) 

Mr. Evins. We thank you, Mr. Butler. 

Our next witness is Mr. Sidney Jeffreys. 


STATEMENT OF SIDNEY JEFFREYS, JEFFREYS ENGINEERING & 
EQUIPMENT C0O., GREENSBORO, N. C. 


Mr. Evins. State your name and organization, please, for our 
record. 
_ Mr. Jerrreys. I am Sidney Jeffreys, of the Jeffreys Engineering 
& Equipment Co. 
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I have no prepared statement. Mr. Ross asked me if I would talk 
about the metal-working industry and tool industry that we are form- 
ing in Greensboro and which is underway. 

T want to tell you about our organization. It was in December of 
last year that we actively started this movement, through a meeting 
of various groups that were concerned, particularly concentrated in 
the metal-working field. This was brought about by the fact that 
many complaints were made because of a shortage of materials first, 
in particular; and then later a shortage developed with respect to 
equipment to produce this material. 

Another thing is that the defense program was not set up too wel! 
to take care of what we call the mdi Uasineed man, the small three-. 
four-, or five-man shop, such as the tooling die shop, the small press 
shop. 

So, our point was not to make some super type of organization, but 
an organization that was simply to collect the information in a cen- 
tral point, such as the chamber of commerce, which agreed to hea 
up this effort. 

We devised a questionnaire based particularly on the York plan at 
York, Pa., following the Lancaster Chamber of Commerce procedure 
in the last war and based somewhat on the Charlotte, N. C., plan that 
was used in the last war. 

We have collected such information from Greensboro and vicinity 
and we hope that this effort will spread to other areas of the State, 
such as Charlotte, which we understand is reactivating their previous 
plan of the last war. 

We hope with more activity of the industry in the eastern part of 
the State, that some central point, such as Goldsboro or Wilson, will 
take it upon itself to activate a am of this type. 

In this way we feel that, wit the Goldsboro area which will be in 
the central part of the group, the Charlotte area and some eastern Caro- 
lina area, that we will have the State fairly well covered with respect 
to this type of information. 

This set-up works, in general, on this basis—I think the Charlotte 
plan and the Goldsboro plan are very similar—however, they have had 
the experience in Charlotte in the last war and that was in operation, 
and we are just startirig—but in essence it is on this basis: 

The questionnaire is sent out to all companies which have metal- 
working facilities, not only in the direct metalworking field, but suc! 
outfits as the Reynolds Tobacco Co., which has a very large machine 
shop, tanner mills, and various other tobacco companies, as well as 
textile mills, those which do have the largest shops. In this way the 
information is collected with regard to facilities of fabricating the 
metal products, that is, turning work, such as produced on milling ma- 
chines, drill presses, and lathes, as well as stamping work or forme: 
metal products, such as on press breaks and shears. 

Now, all of this information is coordinated, along with the other 
auxiliary equipment information, such as materials, handling, and, of 
course, heat treating, and anything that is any type of equipment that 
is used in processing directly or indirectly. 

By making this information available in a central point, other com- 
panies who are in a position to consider a Government contract, either 
& prime contract or a subcontract, can go to this central station of in- 
formation and look over the facilities that are available in that area. 
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not necessarily confined to Greensboro, but if we could get movement 
going all over the State, we could have central points where we could 
coordinate the information and where we would be able to obtain 
that information—in fact, it does not actually have to be confined to 
the State, because I understand the Charlotte plan during the last war 
went all the way to Birmingham, to utilize certain facilities, in order 
io complete all of their information with regard to contacting for a 
contract. 

This is information which is to a large extent already available 
locally. But we found that with the rapid growth of metalworking 
facilities in the Greensboro area and in the Charlotte area and in North 
Carolina in general, that very often we have facilities and equipment 
here practically under our noses, and yet we do not know about it. 

This was in order to help all of us who are concerned in the field 
of metalworking production, because we think that all of North 
Carolina has textile operations, tobacco operations, furniture oper- 
ations, but the metalworking development has only been underway 
for the last 10 years, . 

Mr. Ross. May I ask you, have you cleared with the Washington 
authorities, have you gotten any clearance with them as to whether 
or not your group and our State Department group are within legal 
rights to form these pools? 

Mr. Jerrreys. That is being checked now. Actually, as far as any 
pool operation is concerned, we have not gotten underway through 
any formal operation, but we are getting that checked and cleared 
through Washi n, to be sure there is no violation of the antitrust 
laws or of any other law or regulation. 

Mr. Ross. Well, have you been able as yet—we have been working 
on this for some time—have you been able to get any clearance? 

Mr. Jerrreys. No. 

Mr. Burton. Since you raised this point, possibly Mr. Hughitt 
might have something to say about it. 

Mr. Hueutrr. In the Office of Small Business we have a so-called 
pooling section to handle that. 

Now, the plan that you are proposing may or may not run foul of 
the Antitrust Act. It always seems to us a little bit wiser to check 
into those things before you start, before you actually operate at all, 
so as to make sure that you will not be operating at your own peril. 

I smile when I say that because when I tell you to get clearance, we 
have not been able to get clearance from the Department of Justice 
ourselves. [Laughter.] As soon as we get clearance from the Depart- 
ment of Justice, then the Office of Small Business of the NPA will be 
able to answer you authoritatively. 

Mr. Burton. The purpose of this meeting today is to bring the 
agencies in contact with you. Following this meeting and the hear- 
ing of the witnesses, you undoubtedly will find it well to follow up by 
consulting the representatives of the governmental agencies who 
are here today. 

Mr. Jerrreys. Thank you, sir. 

Mr. Evins. Do you have any further statement, Mr. Jeffreys, or any 
further comment ; 3 ; 

Mr. Jerrreys. No, sir; I don’t have anything specific. I was just 
going to cover it in general. As I said, I have no prepared statement. 
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I am just covering the general activity, and the only thing that is 
specific is the purpose, and that is very specific, with regard to trying 
to lick the factor of material shortages and equipment shortages and 
obtaining sufficient business under Es dete program. That is all 
I have unless there are questions. 

Mr. Evins. You act as a manufacturer’s representative; you are 
not a manufacturer yourself? 

Mr. Jerrreys. No. I am a dealer in equipment, machine tools, and 
metal-working equipment. I am not a manufacturer. 

Mr. Ross. Congressman, let me explain his personal interest in this 
matter. 

His knowledge of the subject was such that we felt justified, as a 
department of the State, in asking him, as he went around about the 
States in his field work, to cooperate with us in promoting this. 

Mr. Evins. Yes. 

Mr. Ross. And he encouraged a group of these fellows who were 
actual small manufacturers to appear before our board in Charlotte. 

Mr. Evins. I am sure that we appreciate his testimony. I am trying 
to find out, with regard to the individual businessmen—they have the 
problem of getting information—what I am trying to do is get it: 
You are attempting to get the facts for them on a collective basis? 

Mr. Jerrreys. That is right. 

Mr. Evins. And you also want to make available to the Government 
plant and facilities of North Carolina ? 

Mr. Jerrreys. That is right. I might add that information has 
been filed with certain groups, such as the Ordnance Department; 
none of that information was available to the Government. 

Mr. Evins. You are not having any difficulties of your own on con- 
tracts? 

Mr. Jerrreys. As far as my own organization; no; it is just a 
matter of being as helpful as possible to the collective group. 

Mr. Evins. That is very fine. We appreciate your observations and 
recommendations. Thank you very much. 

Mr. Jerrreys. Thank you. 

Mr. Evins. Our next witness is Mr. Broad foot. 

Mr. Broadfoot is not here as yet. Our next witness is Mr. Wesley 
Williams. 


STATEMENT OF WESLEY WILLIAMS, MERCHANTS BUREAU, 
RALEIGH, N. C. 


Mr. Evins. Give your name and organization to the reporter for 
our record, please, Mr. Williams. 

Mr. Wiitrams. My name is Wesley Williams. I am secretary of the 
Raleigh Merchants Bureau. Our organization is made up of approxi- 
mately 250 small businesses—and I say “small businesses” in the light 
that I think the Congress’ definition of small business is. 

I hope that nothing I will say to you will be interpreted by you in 
any way as meaning that the organization I represent is opposed to 
the idea of price control. 

On the contrary, we recognize that we have a responsibility, as do 
all other people, to do whatever we can to help America in this strug- 
gle for democracy. 
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Now, then, the suggestion that we have to make to this committee 
is that it urge the Office of Price Stabilization to inject more simpli- 
fication into the various regulations which it issues. 

We believe that no director or other person in the Office of Price 
Stabilization should sign his name to a Government order which he 
himself cannot go into a store with and actually comply with the 
spirit and the letter of that regulation. 

We believe that the regulations are written in typical Govern- 
ment legal lingo, and that they certainly can be gotten out in a more 
simple form. The small-business man does not have a legal staff, 
wc al does he have time to try to interpret these complicated pric- 
ing formulas. 

The other suggestion that we wanted to make is that vou ask the 
Office of Price Stabilization to try to avoid this situation : 

An order will be signed in Washington, say today, and of course it 
will be picked up by the wire services and the radio people and it will 
be broadcast all over the Nation. 

Now, the people that this order affects naturally have curiosity to 
know how that will affect their industry. 

So they go to their local district office and the district office has 
not received sufficient information from Washington to be able to 
interpret the regulations and to tell these businessmen what they must 
do in order to comply. 

In other words, in our opinion too much time elapses between the 
time the regulation is issued and the time that it is received by the 
local district office. 

That is bad, in our opinion, for this reason. We think that our 
district office people are trying to do a good job. We know they are. 
We have talked with them. They have a very fine attitude. But when 
a small-business man goes to the district office to get information, he 
hears, “We have not got information on it,” and yet it has been 3 
or + days since he has read about that regulation in the newspapers. 

Now, don’t you see how that touches that businessman? He feels 
like the Government is inefficient, that it has issued an order and yet 
is not prepared to give information to him, the small-business man, 
just what that order requires. 

Now, we believe that just as long as price controls are adminis- 
tered fairly, as long as stabilizing efforts are made at all levels in 
the path of distribution, that the retailers of America will do all 
that they can to make it work. I want to emphasize that part about 
controls at all levels. 

The retailer, of course, is the last link in the path of distribution ; 
the retailer is the individual the customer complains to. He is the 
person that has to talk to the consumer and he must bear the main 
brunt of price control. 

Yet if he has no control over the prices at preretail levels, a hardship 
is worked on the retailer. 

What I am trying to emphasize is that we think that controls should 
be put on all levels and not just on the last link in the distribution path, 
the retail level. 

Before I go to any other remarks, I want to ask a question. Would 
the committee be interested if I take about 1 minute for a statement 
with respect to taxes? 
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Mr. Evins. Go right ahead, sir. 

Mr. Witu1Ms. There is a lot of discussion of a Federal retail sale- 
tax. I think you gentlemen would be very interested to know that we 
recently made a survey on that question among our local merchants. 

Our local merchants are ovde thai ly opposed to a Federal re- 
tail sales tax. We have a 3-percent sales tax. We feel it is a tax 
on consumption and that other methods of raising revenue should | 
sought before a Federal retail sales tax is imposed. 

Secondly, we want to urge that this committee use its influence wit), 
the House Ways and Means Committee to see to it that the untaxe | 
are taxed first. 

We have no objection to agricultural marketing cooperatives, bi 
we certainly believe that the time has come in this emergency when 
these huge merchandise cooperatives, which certainly compete wit) 
private enterprise, should pay taxes on the same basis as private enter- 
prise pays taxes. 

We also think that the margins being frozen, but with a lot of the 
things that go into overhead and other costs not being frozen, because 
of the National Production Act—and I will not take the time to go into 
that now—it means that the small-business man has got to push for 
volume, he has got to get volume because he is going to have a smaller 
profit margin because of the margin freeze. Sir, we hope that the 
Small Business Committee will go back and use its influence to try 
to correct these things. 

Mr. Evins. Thank you. Do not leave. 

I want to introduce Mr. Curtis of Missouri, who has just come in. 
[ Applause. ] 

I also want to introduce Mr. McCormick of the Office of Price 
Stabilization, Mr. Disalle’s assistant, who has just joined us. [Ap- 
plause. ] 

Now I want to ask you, Mr. Williams: Are you a retail merchant 
yourself in any field ? 

Mr. Wiiu1aMs. No, sir. I am a paid full-time executive secretary 
to our local association. 

Mr. Evins. The Retail Merchants’ Association ? 

Mr. Wru1aMs. That is right. 

Mr. Evins. And that includes groceries and furniture stores? 

Mr. WittiaMs. Practically all types of retailers; yes. 

Mr. Evins. As to the freeze orders of the Office of Price Stabiliza- 
tion, you are not complaining about the margins, I gather. 

Mr. Witxr1aMs. Well, I am not singling out any particular order 
at this time. I am saying that, unless the same sta ising efforts are 
made at preretail levels, these margin freezes will work a severe hard- 
ship on the retailer. 

tn the regulations it is definitely provided that in the event the OPS 
rrants an increase in price to a manufacturer and that manufacturer 
fists on his invoice, “OPA adjustment,” the retailer has to absorb that 
increase in price, he cannot pass it on. 

Mr. Evins. With regard to the regulations on furniture and other- 
wise, your association has no specific complaints to make with respect 
to time payments and so forth? 

Mr. Wriu1ams. No. Regulation W in our opinion is a regula- 
tion. It was one of the regulations during the World War ITI era 
that met with more favorable approval, in my opinion, than any 
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other Government regulation issued. Very few retail merchants have 
any complaint about the idea of credit control. 

Mr. Evins. Your observations that you have made with respect 
to taxation, as I believe you have pointed out, are appropriate to the 
Committee on Ways and Means; but we are glad to have your view- 
point or the viewpoint of the retail merchants on that score. 

Are there any questions / 

Mr. Burton. Before you leave the stand, I would like to suggest 
that we call on Mr. McCormick to answer at least some of your ques- 
tions, with particular reference to the simplification of regulations 
and prompt interpretation. I believe that is what you have had in 
mind. 

Mr. Curtis. First, I have just one question that I would like to ask. 
We have had some witnesses who said that they thought that regula- 
tion W might be well extended to include certain products that are 
not now included. 

What do you think about that, Mr. Williams, or have you got 
any comment on that? 

Mr. WitituaMs. No, sir. I have no comment on that, because I think 
the regulation covers the type of consumer durable goods—most of 
them are rather costly, these large electrical appliances, household 
furniture, and so forth. 

Mr, Curtis. One witness, for example, mentioned jewelry and furs. 

Mr. Wiuu1ams. I do not think, in the case of jewelry and furs, that 
we have reached the point where we need controls on items like that 
at this time. 

Mr. Curtis. Credit controls, we are talking about. You under- 
stand that ? 

Mr. WiuutaMs. Yes. 

Mr. Evins. As a representative of the Merchants Bureau, you are 
not recommending extension of any further credit regulation? 

Mr. WiiiuaMs. I am not recommending that, certainly not; on the 
contrary. 

Mr. Leo McCormick. Mr. Chairman, I would like to take just a 
moment to make a statement. 

Mr. Evtns. You proceed, Mr. McCormick. You have the floor. 

Mr. Leo McCormick. Gentlemen, I would like to make this obser- 
vation. Mr. DiSalle himself happens to be a small-business man and 
therefore this hearing has been a very pleasant one for us to join. 

Now, as you know, we have been in business for about 8 weeks; that 
is how old we are today, about 8 weeks. We are in the process of set- 
ting up a small business division which will be handled by small-busi- 
ness men, actual small-business men. 

We also look forward to representation by small-business men from 
all over the country. 

At this particular point I guess that most of you realize and know 
that we have now advanced to the point of operating 90 offices in the 
States and in the five Territories. That job has been done. 

Our staff now numbers about 2,500. e have issued many regula- 
tions that you have read about, and we have done that ahead of the 
time it took the last time, because we have learned from the experi- 
ence of the last time; we have learned how to avoid some of the mis- 
takes of last time. 
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Gentlemen, I can tell you that we are in a strong position now to 
handle enforcement matters. We are adequately staffed in that re- 
gard, and we are moving on a Nation-wide front. 

We have with us Mr. Morgan, the director, who was trained in 
the FBI for eleven years as their chief enforcement attorney, and 
we ae other very capable and competent people in our enforcement 
staff, 

I can also say that, from Mr. DiSalle down, we will not tolerate 
the existence of a black market. We will not have one, whether it be 
in meat, steel or anywhere else, we are going after it fast and we feel 
that we can lick it. 

Another thing I want to bring to your attention is this: The latest 
Bureau of Labor Statistics release of several weeks ago shows not 
only a slowing of spot checks on the 28 main commodities, that is, with 
no price rise, but a showing of the first turn-back or decrease in prices 
since pre-Korean days. 

So our activity is beginning to show its effect, along with added 
production and, as I understand, substantial inventories. 

So we are on our way. We have got to depend, naturally, on the con- 
suming public of this country and you splendid merchants and manu- 
facturers all over this country for the cooperation to put this job over. 

We appreciate keenly the cooperation that was given us during 
the last emergency. You folks were our front-line troops in handling 
these regulations. 

It is our desire, the desire of everybody writing these regulations, 
to protect you by covering every element from the producer right 
through to the consumer, and if the costs were to bulge or rise some- 
where along the line, it would be illogical to expect the retailer to 
absorb that. 

On the matter of the regulations, that is a problem, writing them, 
but we are sincerely trying to recruit a competent, trained staff of 
lawyers to write the regulations in the simplest manner possible. It 
is a matter of getting the staff; it is a matter of using what you have 
to deal with—they are all human beings and you have to take them 
as you get them—and we are trying and we are going to insist on it, 
getting the proper competent and trained staff—and we hope to ac- 
complish that. 

Again, on this matter of passing the costs along, I think that pos- 
sibly you are referring to the automobile discount situation. 

Mr. Wituiams. No. It is provided in CPR-7 that in the event a 
retailer receives an invoice from a manufacturer and there is an item 
of cost listed on that invoice with, “OPS adjustment charge,” the 
retailer is not permitted to include that in his net cost on his pricing, 
the net cost must be listed after he deducts the discounts he took or 
could have taken, and in the event there is an OPS charge on the in- 
voice, the regulations specifically provide he cannot pass that increased 
cost on. Floor coverings are the most recent example where the retailer 
was forced to absorb that increased price from the manufacturer. 


Mr. McCormick. CPR-7 is still only an interim regulation, it is 
still due more refinement to come. It is a matter of getting our regula- 
tions out and then refining them. 

Mr. Witu1ams. Well, Mr. McCormick, I will say this: I appreciate 
the fact that you need some time to get better organized. I know that 
your district offices are greatly understaffed at the present time. | 
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know that the personnel must clear the civil service, and all of that 
sort of thing, and I do not mean to be critical of Mr. DiSalle or any- 
body in your department right down to the local level. 

But I am saying, without the impetus of a full-scale shooting war, 
like we had during World War IT’s price control era, we must realize 
that if the Government expects distributors and consumers to comply 
with price-control regulations, that they must understand what they 
have to comply with. 

Now, the fact that the Government is not prepared to administer 
price controls and to enforce them fairly, is something that the re- 
tailers of America cannot be blamed for. I am saying that they are 
bearing the brunt of this situation now, because of the fact that, in 
my opinion, price controls were ordered before the Government was 
prepared to administer them and to enforce them fairly. [ Applause. ] 

Mr. McCormick. Again I assure you that it will be a matter of a 
very short time before we have an adequate staff and that will be 
corrected. 

Mr. Wiiiiams. We know that you are doing all that you can, Mr. 
McCormick, you and your office, and we want to help. But we want 
this committee to go back and let the people know and let the authori- 
ties know that we need a lot of speeding up on this job of administer- 
ing and enforcement. 

r. Evins. Thank you. I might say that your splendid sugges- 
tions and recommendations are helpful to us. Also your assurances 
of cooperation and your fair and impartial attitude go a long way 
toward making democracy work. We want to thank you. 

I might state further that this afternoon we are going to have more 
of a question-and-answer forum, and Mr. McCormick will be here 
to answer the questions that you have and the questions of other wit- 
nesses which were asked earlier in the day, together with problems 
which might well be directed to his agency. 

Mr. Burton, do you want to make any observation; or do you have 
any questions? 

Mr. Burton. No. 

Mr. Evins. We had earlier Mr. Duncan of the Office of Price Sta- 
bilization here, a local man, and also from North Carolina we had 
Mr. Clark. Mr. Clark, do you have any comments? 

Mr. Crark. My name is John G. Clark, Mr. Chairman and 
gentlemen. 

I shall not attempt to discuss any technical terms of the regula- 
tions. I appeared in this office in Raleigh 3 weeks on Wednesday, 
right from the business world. 

I think that Mr. Williams has made a splendid witness for us and 
the public. As he stated, the program has been launched too early 
for its administration, especially in Raleigh. 

I have found that the businessmen are most cooperative, however, 
and they want to work with us. 

I might make this statement, gentlemen, that in my humble opinion, 
the only way that this program can work under the condition of our 
country today is through the cooperation of our many fine business- 
men. I am not talking about the chiselers; but it is my duty here, 
as director, to work with the many merchants in North Carolina, east- 
ern Carolina, and I have found the spirit of cooperation exists—if we 
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can catch up with the job it will continue. This office was opened late 
and we are still late; we are behind. We are understaffed, and al! 
of the offices are not staffed as rapidly as I would like to see them 
staffed, to be frank with you. 

I am working with the people diligently. They are patient. I 
don’t know how long their patience will last, but I hope it will con- 
tinue, gentlemen. is is an undertaking that we know is of vital im- 
portance to every American home. Stabilization will affect every 
home in America, 

And along with Mr. McCormick, I hope that we can within good 
reason and within good sense, simplify the forms as much as possible. 
I have had difficulty in that. 

Now, then, let me say this. We are trying here to staff our office, 
to get competent men who will be properly trained so that they can 
go to you merchatns and businessmen and hold clinics. I do not want 
to send anybody out until he is propery informed on the rules and 
regulations because otherwise he would not be able to give you answers. 

We have had many, many calls. As I say, we are going to try to 
train these people and we are going to try to get competent people, 
and when these people are intelligently informed, we feel like we can 
work 100 percent better than we are now, 

We are working through the chambers of commerce of the various 
towns, the merchants’ associations, and we are working through the 
banks also, in the distribution of these regulations, 

Mr. Evins. Mr. Clark, you have heard witnesses who have hereto- 
fore talked about the difficulties in clarification of the regulations 
and the lack of simplification, and we have had other witnesses tell 
us the same Ging elsewhere. They have complained about getting 
interpretations after an order has come out, 

Now, what this committee has been driving at is getting on-the- 
spot clarifying decisions. We feel that you may be able to do that to 
a very large degree. 

Mr. Crark. | feel when I get properly staffed with my attorneys 
and other competent people that Seutanke will be able to do a much 
better job than now. 

Now, I might say to Mr. Williams that I have been informed—and 
as he said, these regulations, it is very true, his statement, that they 
are giving them to the press and to the trade journals before we get 
them—but I heard that in the Washington office they are working 
very rapidly to get those regulations into my office in plenty of time. 

Mr. Evins. Somebody asked what your address is. 

Mr. Crarx. 700 Tucker Street. 

Mr. Evins. Well, gentlemen, we are going to have to move on. Is 
Mr. Peden here yet? We asked for him earlier. 

(No response. ) 

Mr. Evins. Our next witness is Mr. Allison James. 


STATEMENT OF ALLISON JAMES, PRESIDENT, YERKES CHEMICAL 
CO., INC., WINSTON-SALEM, N. C. 


Mr. Evins. We are very pleased to have you, Mr. James. Will you 
give your name and organization to the reporter for our record ? 

Mr. James. My name is Allison James. I am president of the 
Yerkes Chemical Co., Winston-Salem, N. C. 
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Gentlemen of the Small Business Committee of the United States 
House of Representatives, we are honored that you see fit to hold a 
hearing in North Carolina. 

We are most grateful to the North Carolina Association of Cham- 
bers of Commerce Executives, the State department of conservation 
and development, and to Congressman Harold D. Cooley for making 
arrangements that made this opportunity possible for small business 
to get a hearing with the objective not only to help stabilize our 
national economy, but to promote it as a definite defense effort. 

Mr. Evins, we all realize that the life of small business is a tre- 
mendous factor in sustaining, promoting, and carrying on our free 
enterprise capitalistic system—the best system in the world—and 
one we must keep. 

I am interested in a small manufacturing business in Winston- 
Salem, and this past Tuesday afternoon I called on Mr. George Ross 
to ask that I might have the privilege of sitting in and listening to 
the proceedings of this hearing. He very kindly assented and added, 
“T want you to come and have something with you in writing.” 

You see, he thought that I would talk too much. [Laughter. ] 

I agreed to this as “something in writing” or an outline does pre- 
vent rambling, and saves time. 

I am deeply interested in this hearing for I am anxious to see what 
the thought is that would be of benefit to small business—retail, whole- 
sale, and manufacturing—and what plan of operation has been formu- 
lated, especially on price controls, rationing, and plant utilization. 
Of course, price control and rationing are still fresh on our minds 
from World War IT. 

However, most of us have so much to be thankful for that I think 
it is not overly becoming to complain too much, that is, after we take 
a true inventory. 

I was anxious to hear what others have to say about their difficulties 
brought about by national materials shortages, hopped-up prices 
overnight, Government procurement, price controls, rationing, wages, 
withdrawal of certain commodities from the market and held for high- 
er prices when the scarcity has been established—and I could go on 
and on and on—and then to hear the remedies that would be pre- 
scribed to relieve, if not cure, these problems, and to find out who 
would be the doctor. 

I’m glad you put this hearing on the basis of small-business prob- 
lems connected with the defense effort—the defense effort is a two- 
edged sword and must cut in both directions for the welfare and 
security of all. Tt will be well if we can keep this thought uppermost 
in our minds. Briefly, I will give you a little of my personal back- 
ground which I feel will help to qualify me to talk with you for a few 
minutes. 

As owner, I was in the retail and wholesale business from the time 
I finished college until 1932, 25 years. From 1915 to the present I 
heve been interested in a small manufacturing business. During the 
NRA days, for 2 years and 8 months, I had charge of the Wholesale 
and Retail Trades Division, and organized, approved, and set up code 
authorities in every congressional district in the Nation, with the ex- 
ception of 16. I also served on the National Retail Policy Board of 
the NRA, and was national director of the wholesale, retail trades di- 
vision, and the manufacturing division of the Democratic National 
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Committee in the 1936 and 1940 presidential campaigns, with offices 
in New York. ' 

I mention these facts merely to show that based on my own expe- 
rience I know that you have a job of magnitude, requiring great 
effort and much patience. 

I was a member of the house in our general assembly here in Raleigh 
in 1933 and after a careful survey (we were looking for taxes to keep 
our public schools open) we found that only about 5 percent of our 
merchants were solvent; our wholesalers, small jobbers and small 
manufacturers went out of business like flies bit with DDT—how- 
ever, most of them hung on and have come back The groups you 
want to help—for the past 20 years have lived a hard life. But you 
can feel assured that these businessmen will be most appreciative and 
grateful for any consideration and help that you may be able to 
offer and will welcome the opportunity and responsibility to serve 
in any way to further the success of our national-defense program. 

Mr. Ross said you gentleman would like to have some suggestions. 
Therefore, I recommend a State office with a small competent per- 
sonnel that would be glad to talk to small-business men, and to help 
and guide them in every way possible; in other words, a State clear- 
ing house. 

Now, after I had gotten here—I did not know anything about it 
before—it seems that Mr. McCormick and Mr. Clark are taking care 
of that recommendation. We need it badly, some place where we. can 
get to people to talk to. Our small-business men cannot go to Wash- 
ington, they want to go to someone in this area that they can talk to. 
And I suggest that this program be made somewhat elastic to be 
changed with existing conditions. 

We have in the 14 States that comprise this immediate area, num- 
bers without end of small manufacturers that can expand on their 
present premises to speed up production, and in my opinion, increase 
production almost unbelievably if given the opportunity. By oppor- 
tunity, I mean if they are shown how and where to go after the 
business, either as prime or subcontractors. These small plants can 
get employees. I saw in the paper about a month ago that 5,000 
employees were available for work in Winston-Salem, a town of 
80,000, 

Now for an example, and I'll make it personal, for then I'll know 
what I’m talking about. The Yerkes Chemical Co., of Winston-Salem 
in which I am interested, is a small manufacturing drug, flavering 
extract, and chemical business. This business was incorporated in 
1915. 

I am a registered pharmacist, and president of the company, and 
my partner, Dr. W. N. Bray—sitting right here—is a chemist and 
secretary-treasurer of the business. We own a four-story brick build- 
ing 44 by 80 feet, with 14,080 square feet of floor space. We could 
conduct our present business on one and a half floors, with the addi- 
tion of a cheap warehouse for storage. We have an up-to-date labor- 
atory, stainless steel electric mixing vat, three bottling machines, 
compression filter, and, of course, office equipment and other equip- 
ment that goes with any business. We have electric saws and pat- 
terns for making our corrugated containers and supply cases. We 
buy scrap corrugated boxes for this purpose. Many small manufac- 
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turers during the war went out of business for lack of containers 
and shipping cases. We manufacture a line of medicine and remedies, 
flavoring extracts and food coloring under our label. We also manu- 
facture USP preparations and special formulas for other companies. 
We pack chemicals such as epsom salts, cream of tartar, powdered 
alum, et cetera, for the wholesale trade. 

During the war we tried three times to get a Government contract 
by submitting bids on Government needs. Our third bid was made 
on aromatic spirits of ammonia. We submitted this bid, which we 
knew regardless of how large the manufacturer might be he could not 
have produced this item for less money. Of course, we would have 
lost money on it, but were convinced we didn’t have a chance to get 
the contract anyway, so took the chance and sent it in—we never heard 
a word from either of the three bids. This could not have been caused 
by lack of financial responsibility for we had made arrangements with 
our banker to get any amount of money we needed, and gave the bank 
as reference. The bank was never contacted. 

Before this meeting adjourns I would like someone to tell us 
where small businesses need financial assistance, whether it would come 
from a governmental agency or if it would be handled through the 
banks like the postwar Small Business Credit Commission. In my 
opinion, the banks of North Carolina can and will gladly take care 
of our needs. 

A few examples, which are not exceptions, on price advances which 
have taken place since the Korean War last June are: 

Grain alcohol advanced from $0.56 to $1.1414 per gallon, or a little 
better than 100 percent increase; castor oil advanced from 21 to 38 cents 
per pound ; DDT, 30 percent, from $1.65 to $2.25 per gallon; glycerin 
from 26 to 68 cents per pound; and increases have occurred on bottles, 
cartons, and other items. We have a freight-rate increase of 20 
percent; vanillin is practically off the market. 

Now, I have not got this in here, but I want to tell you something 
about. this. 

On alcohol we pay $1.14 a gallon for it and the Federal Government 
collects $17.10 tax for a gallon; that is, $1.14 and tax is $17.10. 

Well, we are not complaining, but we have a condition where, being 
in the medicine business, we get what is called a draw-back. That is 
$11.40 draw-back, which means that we pay a tax of $5.70; isn’t that 
right ? 

Dr. Bray. That is right. 

Mr. James. We are continually waiting on a draw-back of approxi- 
mately $1,800 on 57 gallons or a drum of grain alcohol a month, and 
that means money, because a certified check must accompany an order 
for alcohol. I did not intend to go into that. I will continue with 
my statement. 

The principal thing which small manufacturing business does not 
understand about price control is that it was held strictly to price 
control but the ingredients and raw materials that had to be purchased 
had no stability of price. Price control should begin with raw mate- 
rial and come on up the line to the finished product. A chief trouble 
that confronts small business today is replacement of inventory on an 
advancing market. 

Many small manufacturing firms have the facilities and plant space 
and personnel to carry on a different kind of business with their pres- 
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ent business, or an entirely different business. For example, as I pre- 
viously stated, we are in the medicine and flavoring-extract business 
but could be manufacturing paint in a very short time. We have 
a man with our firm experienced in the manufacture of paint. 

Gentlemen of this committee, you have assumed a responsibility of 
large proportions, as, according to the Department of Commerce 
yardsticks, small businesses silos 92.5 percent of all business, and 
employ 45 percent of all workers. But no matter how you measure 
them, small-business concerns form a big, vital part of American 
business as a whole. 

Gentlemen, in my opinion any effort expended in assisting small 
— and tying it in with the defense effort is more than worth 
while. " 

Thank you very much. 

Mr. Evins. Thank you, Mr. James, for your statement. The rec- 
ommendations which you have made will certainly be given every 
consideration by this committee. I believe you have already pointed 
out that some of them are being followed. 

Mr. James. That is right. 

Mr. Evins. You made some observations regarding plant utiliza- 
tion. 

Mr. James. Yes, sir. 

Mr. Evrns. I think that is a very important subject. Here in North 
Carolina you have extensive manufacturing facilities. You are a 
small manufacturer in your line and you can be expanded where 
needed in the war effort. . 

Mr. James. Mr. Evins, we have all over our State large old unused 
buildings, some of them 75 years old, but they are good strong brick 
buildings. 

Mr. Somme. I think we can get you some information from the De- 
fense Department regarding what is being done in that respect and 
also from the RFC on the financial aspect. 

Mr. James. We can do a job; if you want us to load shells, we can 
do it. 

Mr. Evins. Let me ask you this: You indicated that you made some 
bids and never heard from them. 

Mr. James. Yes, sir. 

Mr. Evins. I suggest if you will get in touch with the Quartermas- 
ter Procurement or Chemical Warfare Procurement and get their 
specifications and the items that they want, you can certainly have 
your bids considered. 

Mr. James. Well, I tell you, this was in the midle of the last war 
and it is too long ago to fool with that now. 

Mr. Evrns. Do you have any contracts at the present time ? 

Mr. James. Oh, no, sir. We have have not got any. We did not 
know anything about it, we read it in the paper, about this meeting 
and 





Mr. Evrns. Pardon me. I want to make one observation right here. 
You stated that controls should be all the way along the line from 
the manufactured product to the retail level. 

Mr. James. Yes, sir. 

Mr. Evins. The southern representative, including your own Mr. 
Cooley, are protesting rather vigorously to Mr. DiSalle at a recent 
meeting, that they do not put controls on cotton. Mr. DiSalle said they 

































































SMALL BUSINESS AND THE NATIONAL EMERGENCY 303 


should be put on raw cotton and also finished cotton, the finished 
shirt—do you aoe with that? 

Mr. James. Now, listen, don’t put me on the spot on cotton, Mister. 
{Laughter.] You stick to the drug and chemical business on that. 
No, sir; I have nothing to say about that. 

Mr. Evins. Well, we certainly appreciate your recommendations. 

I wonder if Mr. MeCormick or any of the Government representa- 
tives have anything to say following Mr. James’ statement or any of 
the observations he has made. 

Mr. McCormick. Well, Mr. Chairman, I would like to ask Mr. 
James some questions. 

You were speaking of the ingredients of the products you manu- 
facture having advanced so much in price. 

Mr. James. Yes. 

Mr. McCormick. Is there any way you could tell us whether those 
ingredients have advanced since January 25, the day of the general 
freeze? 

Mr. James. Well, I will have to look over the invoices. 

Mr. Evins. I think that the point Mr. McCormick is asking about is 
if there are increases beyond the freeze, that possibly you may have 
information leading to violations, and his enforcement division would 
be interested. 

Mr. McCormick. That is right, as a matter of protecting you. 

Mr. James. Well, I haven’t got anything to say about enforcement, 
either. That is up to you gentlemen. 

Mr. Curtis. I have a couple of questions. 


Mr. Evins. All right, Mr. Curtis. 
Mr. Curtis. Are you having any difficulty getting any materials? 


Mr. James. Yes; of course we are. I said in my statement about 
vanillin, which is used to make vanilla from, that that has practically 
been withdrawn from the market overnight. 

Mr. Curtis. How about grain alcohol 

Mr. James. Well, we are getting that. 

Mr. Curtis. And these other items where there are terrific increases 
in price, like castor oil ? 

Mr. James. Well, the manufacturer is letting you know he is doing 
you a hell of a favor by giving it to you. 

Dr. Bray. I might make a short statement for the committee. 

Mr. Evrns. Go right ahead. Give your name and organization to 
the reporter for our record, please. 


STATEMENT OF W. N. BRAY, PUBLICKER INDUSTRIES 


Dr. Bray. The draw-back on a lot of materials like castor oil and 
other materials that are shipped in metal drums—the manufacturers 
are unable to get the metal drums and we are having to ship the 
metal drums to the castor-oil companies, they have to have them on 
hand when they get the request, they have asked for the return of the 
— every time that you order, they want the empty drum to be 

ere. 

Mr. Curtis. In other words, sir, you think that the ingredients are 
there but the shipping facilities are lacking? 

Dr. Bray. That is right. Now, in the last order of pure grain 
alcohol that we sent in to Philadelphia, I ordered 30 gallons. That is 
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what we had been ordering, 30 gallons twice a month, which makes i 
a little easier on the sodhitbock 

Now, they came right back, thanking me for the order but saying 
that they were unable to ship it, the 30 gallons, because they did not 
have the drums but that they did have a 54-gallon drum. 

So I immediately sent them an additional check to cover the extra 
tax on the 54 gallons and I got it right away. But the manufacturers 
that use these drums to ship their materials are up against it for 
empty drums, and if the small manufacturers would cooperate and 
return these drums prumptly when they are empty, we could relieve 
a lot of congestion that way. 

Mr. Currts. Those drums, of-course, are steel drums, are they not / 

Dr. Bray. Yes. 

Mr. Curtis. I have one other question which you may not be able 
to answer. Do you know or do you have any feeling on the subject 
as to whether Government procurement in these fields of grain is. 
hol, castor oil, and medicinal matters‘has had anything to do with 
this increase of prices that you have witnessed ? 

Dr. Bray. The only thing I know of has been glycerin. You know, 
the Government uses tons and tons and tons of glycerin. Well, as a 
smaller manufacturer, I have been able to get all the glycerin I need, 
but it has kept me right up even with the production all the time, to 
get my glycerin for that production. Well, I mean, in case 1 month 
should pass and I did not get my allotment for that month, I would 
be behind in production, in spite of all I could do. 

Mr. Curtis. Maybe I should ask some of these gentlemen from the 
Government about some of these specifically. Are any of those items 
mentioned just now on the critical list ? 

(No response.) 

The answer seems to be “No.” 

Dr. Bray. I would like to know if they are on the list. 

Colone] Putuures. I don’t have that critical list with me. 

Dr. Bray. And propylene glycol, they say that is on the critical 
list. I have been getting all I need but I have not been getting a 
pound over. 

Mr. Evry. Are there any other questions? 

(No response.) 

Mr. Evtns. Is Mr. Williams, of the North Carolina Automobile 
Dealers Association, present? 


STATEMENT OF T. A. WILLIAMS, PRESIDENT, NORTH CAROLINA 
AUTOMOBILE DEALERS ASSOCIATION 


Mr. Evins. Give your name and organization to the reporter for 
our record, please. 

Mr. Wriu1aMs. I am T. A. Williams. I am a Chevrolet automobile 
dealer in Greensboro, N. C., and I appear at this hearing in my capac- 
ity as president of the North Carolina Automobile Dealers Associa- 
tion. I appreciate the opportunity of being heard on behalf of our 
association, before this committee. 

Now, I have got a prepared statement. Well, I read it to my wife 
last night while she was finishing dinner and when I got through 
she asked me if I brought the bacon home for breakfast. I hope you 
have a little different comment. [Laughter.] 
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This association has a membership of approximately 1,075 new- 
car and new-truck dealers in North Carolina, which number is more 
than 9 out of 10 of all such dealers in the State. 

First, we would like to thank you, Mr. Chairman and the other 
members of this committee, for the privilege of appearing before you 
to present the viewpoint of that up of small-business men in this 
State who happen to be engaged in the business of selling and servic- 
ing automobiles and trucks. We believe, if you knew them as we 
do, that you would agree that our group is composed of loyal Ameri- 
ean citizens for the most part, who are anxious to do their part to 
promote national safety and willing to make any necessary sacrifice 
of economic gain or freedom in this effort. 

At the same time, gentlemen, we are not particularly flattered by 
some of the special attention directed our way by certain Government 
officials, as well as by the press and radio. While it is true we may 
have a few economic royalists in our midst, the fact remains that 
over 80 percent of our group is made up of small-business men, doing 
a very modest volume and realizing profits no greater than merchants 
of comparable size in other fields. Certainly our margin of profit is 
lower than that of any other retailer of hard goods in American 
business. Knowing this to be true and knowing how essential the 
product we sell is to sustaining the economy of our country—71 per- 
cent of families in the United States own automobiles and are de- 
pendent upon them for essential transportation you know—it is hard 
for automobile dealers to understand why they and their customers 
should be singled out by various agencies of the Government for some 
of their harshest restrictions as well as to bear a burden of taxation 
far out of proportion to their number. I would like to discuss in- 
stances of this special treatment very briefly in order of its occurrence. 

On September 18, 1950, the Federal Reserve Board saw fit to come 
out with a supplement to their now famous regulation W, which im- 
posed credit restrictions of 21 months on automobile installment pur- 
chasing. Dealers protested mildly—they had hoped for a 24-month 
limit—but in general were all set to give it a fair trial, when only 3 
weeks later, without any notice or consultation with representatives 
of our industry, the bombshell of 15 months’ limitation fell. The 
reaction to this action was the creation of confusion and uncertainty 
in the minds of automobile dealers, and undeniably a measure of loss 
of faith in and respect for our Government. It just wasn’t cricket 
to act that way in a democracy—and that’s an added reason why we 
are glad you are here today. We believe you will agree that these 
restrictions have done little to halt inflation. The average American 
wants and needs an automobile so badly that he will find a way to 
get it somehow. It has resulted in the cashing in of many Govern- 
ment bonds, the use of other forms of savings, and possibly quite a 
few failures of grocerymen. In many instances it has meant the 
workingman has had to buy a used car with attendant high repair 
bills for upkeep, resulting perhaps in his paying more for transpor- 
tation than his more fortunate neighbor with enough cash to meet 
the terms on a new car. The regulation has worked hardships on 
many dealers to the advantage of many others in a more favorable 
price bracket. 

The next bit of “favoritism” came along after the Economic Stabili- 
zation Agency was established under the authority of the National 





306 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Defense Act. The Office of Price Stabilization division of this agen. \ 
imposed price ceilings on new automobiles, and, as you know, on)\ 
on new automobiles, on December 5, 1950. The various amendmen; 
to the original general regulation requiring dealers to observe mos 
ambiguous price ceilings for a short period of time from December |+ 
to January 26, followed by a clarifying amendment on that date, 
have left us somewhat mystified. To add to our confusion, the Fe. 
eral Trade Commission issued new regulations about this time govern- 
ing automobile financing, the effective date of which it found necessary 
to change to May 7, 1950. Not having heard one word from the Oflice 
of Price Stabilization except through the press and radio, it is sma! 
wonder that no two dealers agree on what the regulations are or when 
they are effective. You may rest assured, gentlemen, that no deale: 
in North Carolina is deliberately violating these regulations, for most 
of us are still deliberating on what they are. 

We will cover the wage stabilization order issued by the Wave 
Stabilization Board on January 26, 1951, by reminding Mr. Ching 
that we are several hundred miles from Philadelphia and our country 
lawyers down here haven’t been able to lead us out of the woods yet. 
We have been told that the safest thing to do is to grant no wage in- 
creases until the order is amended. This suits most of us, but it is 
hard on our employees. 

We feel safe in saying to the members of this committee that the 
automobile dealers of North Carolina, as well as the Nation as a whole, 
will cooperate 100 percent with our National Government, provided : 

1. All agencies having the power to regulate their businesses wil! 
be required to consult with representatives of the automobile industry 
before they take action. 

2. Credit restrictions are amended to give every American citizen 
the right to buy a new automobile. 

8. Historic discounts and profit margins—and in this case I am, 
Mr. McCormick, referring to automobiles—be maintained to take care 
of ever-increasing costs and to compensate for lower volume under 
Government restrictions. 

4. Regulations and orders are written in layman’s language that 
can be dliasiy understood. 

5. Product be classed as the essential that it is, for purposes of 
taxation—with particular attention to excise taxes—and not as a 
luxury. 

6. Free enterprise be permitted as nearly as possible in a war- 
preparedness economy, giving old law of supply und demand a chance 
to protect the American public as it would have been doing now per- 
haps except for the many “scare” headlines from Washington. Proof 
of this is many new cars and all used cars are being sold competitively 
now—price ceilings holding up rather than holding down, used car 
prices. 

7. Discrimination in any form is stopped. All burdens are shared 
equally with other American citizens and taxpayers. 

Thank you for your attention. 

Mr. Evins. Thank you, Mr. Williams, for your splendid statement. 

Now, you feel that your industry is being given an undue amount 
of attention by the various Government departments, I gather from 
your statement. 

Mr. Wuui1aMs. Yes, sir, we definitely do. 
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Mr. Evins. You mentioned regulation W, the Office of Price Sta- 
bilization freeze order, the FTC regulation, and the wage stabilization 
matter. 

I might say as to the latter that that is not a matter of jurisdiction 
for this committee, as you may know, but as to the other matters that 
we have heard, we would be glad to receive observations on them, 
particularly as to regulation W. 

What would you say would be a fair term for financing automo- 
biles? What is your opinion as representing your association, your 
industry, what would you approve? 

Mr. Wiuu1aMs. I would say 24 months because that is a sound 
method of financing automobiles. 

Now, when they first came out with the 24-month regulation, a lot 
of the automobile conservatives were afraid of it, but in 3 years of 
operation we repossessed one car, and so we do find that 24 months 
are far better for the customers, from their point of view, because 
when you have it where he can pay it and carry it along with his other 
expenses, he will be better off. 

urthermore, the chances are that he will pay less in payments on 
the 24-month basis for a new car than he will if he buys a used car, 
a run-down used car, and has to pay the added cost of maintenance 
and repairs. 

Mr. Evins. Do you feel that the cut-back to 15 months is too drastic? 

Mr. Wiutx1ams. Very much so. 

Mr. Burton. Is that the main suggestion that you have to make? 

Mr. Wiuiu1aMs. Yes, sir. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. Yes. 

Do you happen to know whether the amount of financing credit 
extended in the auto industry has gone up or down or is it about the 
same—or don’t you know? 

Mr. Wit11aMs. Well, what I know I read in the papers. 

Mr. Curtis. Well, you can judge that by your own experience, of 
course. 

Mr. Witt1aMs. Well, it has not gone up with us. It so happens that 
we are selling cars that are right much in demand, it is a lcovpeied 
car. That is what I meant when I said that dealers in certain brackets 
might get a benefit out of these regulations, because it forces le 
that might otherwise buy higher priced cars, like Nashes and Buicks, 
or what have you, it forces them to buy a Chevrolet or a Ford or a 
Plymouth, when ordinarily they would buy something else. 

believe, from what I read in the papers, that the total amount of 
credit extended has not gone down. 

Mr. Curtis. That was my understanding. Of course, a great 
many people feel that the main attack against inflation can be accom- 
plished through credit controls. I would like to ask you this one 
other question. 

Do you feel that there should be an extension of regulation W to 
cover the other fields of business that are competing with your indus- 
try for the consumer’s dollar? 

Mr. Wiiu1ams. Well, I would not be in favor of any further exten- 
sion, just for the purpose of 

r. Curtis. Excuse me. I was just wondering. I wanted to know 
from your standpoint. You expressed the belief that some grocery 





308 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


companies were not doing so well because people, in order to buy auto 
mobiles, were probably skimping on the groceries, and also they were 
cashing in their savings in order to buy automobiles. 

I was just wondering whether you have any views on this matte: 
of credit controls being extended to other industries, these controls 
that have been shacnl upon your industry, whether you favored 
extending them to the other industries that have been trying to get the 
consumer's dollar. 

Mr. Wittiams. Well, it is a fact that the average American citizen 
is going to have an automobile, and we who sell automobiles on the 
installment plan, we know that if he finds that he is going to lose his 
automobile, he will pay us before he will pay his grocery bill. That 
is what I was referring to. 

I do think that it has had the net result—well, he is going to keep 
the automobile, somehow or other, he is going to have his automo- 
bile—thank God [laughter ]—but it has resulted in hardships to the 
other merchants. 

Mr. Evins. Mr. Williams, to what extent would you say that reg- 
ulation W of the Federal Reserve Board and the OPS freeze order 
have curtailed automobile sales? 

Mr. Wiu1aMs. They have curtailed sales quite a bit in used cars, 
particularly and especially the higher priced used cars and they have 
curtailed sales in some of the higher priced new cars. I could not say 
how much. I have heard various estimates, but I think, in some of 
the lines, that it has been as much as, we will say, 40 percent. 

But in the lower priced field, I could not. truthfully say it has cur- 
tailed it any, because we are selling all that we can get. 

Mr. Evins. Do you feel that there should be a limitation or not on 
the number of cars manufactured ¢ 

Mr. Wits. Well, not yet, anyhow. 

Mr. Evins. Regarding these Federal Trade Commission regulations 
that you mentioned, it has always been my information that rules of 
fair trading procedure for an industry were always drawn up by an 
industry on a voluntary basis, that they are not superimposed arbi- 
trarily upon you. 

Mr. Wiuurams. Mr. Chairman, those rules and regulations of the 
Federal Trade Commission, we are in favor of. 

What I was bringing out was the fact that they did introduce them 
to us and it was more or less on a voluntary basis. 

As far as I am concerned, I saw nothing wrong with any of them. 
I think they are needed. However, they came out with those regu- 
lations and a little bit later they notified us that they would be 
deferred, that they would not go into effect until May 7. 

Well, what happened? The reason I made my remark was that 
I made a little tour around the automobile dealers and I could not 
find anybody that knew what they were, and I found any number 
of them that thought that what had been deferred was this price 
ceiling, not this Federal Trade thing at all—in fact, that was the 
general feeling. 

I was just bringing out the fact that it was creating confusion 
among the dealers. she. 

Mr. Evins. The purpose of those regulations was to draw up fair 
standards of practices and procedures in your industry, and that they 
have been approved by the majority of the automobile dealers 
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throughout the country, and that there has been an opportunity for 
those who do not approve, to dissent. 

Mr. Wit1tiams. Well, I certainly think it is a fine thing. 

Mr. Evins. Thank you, Mr. Williams. 

Mr. Ross, do you have some observation ¢ 

Mr. Ross. Mr. Congressman, there are other representatives of the 
automobile industry here that might want to say something. Mrs. 
Ballentine, the executive secretary of the association, will introduce 
them. 

Mrs. BALLentine. We have Mr. Wilson, who is one of our dealers 
from Smithfield, N. C. 

Mr. Evins. We will be glad to hear from him. 


STATEMENT OF M. BRACK WILSON, B. & R. WILSON, INC., 
SMITHFIELD, N. C. 


Mr. Evins. Give your full name and organization for our record, 

lease. 

: Mr. Witson. My name is M. Brack Wilson, and I am a franchised 
new car dealer of Ford automobiles in Smithfield, N. C., a town of 
6,500 population. 

First, I would like to support Mr. James’ program here, that you 
make available castor oil in quantities, because in a time of national 
emergency we need to remain in a fluid position, I think. [Laughter. ] 
Certainly, after following Mr. Williams’ statement, who we did not 
know was talking today in his official capacity, I certainly need to 
remain in a Sid condition, because our problems are alike. 

Mr. Evins. You are an automobile dealer ? 

Mr. Witson. I am an automobile dealer. 

Mr. Evins. You are speaking as an individual dealer? 

Mr. Witson. No official capacity ; that is right. 

Mr. Burron. We would like to emphasize that these hearings are 
for individual small-business men, not simply for groups. 

Mr. Witson. Thank you, sir. I have a prepared statement. 

Mr. Evins. You may proceed. 

Mr. Wuson. Because of the comparable size of our business with 
many others that will appear before your committee, before asking to 
be heard, I probably should wait until Congress creates a committee 
for “midget business.” As small as we are, over 700 of North Caro- 
lina’s 1,200 new car dealers are as small or smaller than we; so I feel 
that the problems facing me are shared by many others. 

The problems of our business as related to the national emergency 
are numerous because of the use of strategic materials in our product, 
but your committee, through your congressional associates, can render 
the American public and businesses like ours much needed assistance in 
the following problems: 

1. Recognize the fact an automobile is not a luxury but a necessity. 

2. Adjust regulation W so that terms are not discriminatory against 
average-income citizens. 

3. With more excise taxes do not kill the geese that are laying golden 
eggs. 

- Recognize traditional profit percentages at small business or re- 
tail levels. 
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On the first of these I would like your committee to help us clarify 
much Government thinking which classifies the automobile as a luxury. 
Statistics show that 63 percent of all automobile trips are in connectic), 
with business, 21 percent indirectly connected with home life, such «as 
taking children to school, securing medical help, securing groceries, e: 
cetera. Only 16 percent of an automobile’s trips are for social an 
recreational pu s. 

The subelindbiie is a necessity from birth to death of the average 
citizen of the United States, and at no time should it be classified as 
luxury or nonessential. In a period of national emergency Congress 
should assure a flow of parts and replacement vehicles to provide a 
mobile population in addition toa mobile Army. Let us not forget the 

ictures we have seen which show thousands of people walking roads 
heoing from areas of attack, and the overcrowded conditions of «|! 
modes of transportation in our last emergency. 

Thousands of automobile dealers did, are now, and will continue 
to contribute their leadership and support to community, State and 
national life, if given an opportunity to survive without further dis- 
criminatory legislation and regulation, tax-wise and otherwise. The 
automobile and the automobile dealer are a definite part and a neces- 
sary part of our way of life here in these United States. 

Now as to regulation W, gentlemen, I am taking a little bit different 
approach than Mr. Williams because I am appearing on behalf of the 
customers, really. 

As a businessman I can recognize the theory behind the regulation 
of consumer credits, but as a small-business man I also come face to 
face daily with Mr. Citizen of average anual income who has a prac- 
tical need of, a human desire, and ability to pay for a product that 


theoretically the financiers say he can’t have. Somewhere between 
desire and theory lies need and a —— compromise. You gentle- 


men are familiar with the fact that the purchase of a $2,000 auto- 
mobile, Mr. Citizen has to pay one-third and pay off the balance in 
15 months—rumor has it that the Federal Reserve Board may soon 
reduce this to a 12-month limit. 

For a man who earns $250 per month, after paying one-third 
down on a $2,000 car, he then obligates himself to pay 40 percent of his 
gross income, or approximately $100 per month. If the regulation 
lowered the limit to 12 months, Mr. Average Income Citizen then has 
to obligate himself to one-half his income or approximately $125 per 
month. In effect, by regulation we are telling substantial, honest, 
hard-working wage earners that new cars and late model used cars are 
being made available to the “upper crust only.” 

The Federal Reserve Board can probably point out that, even with 
the high production of new cars during the first quarter of 1951, deal- 
ers’ stocks of new cars are declining, that there are ready purchasers 
for all the new cars being manufactured. With this I agree, but 
wish to point out that the new vehicles are being purchased by the 
high income group or by people who have postwar models of auto- 
mobiles to trade in at far more than the minimum down payment. 
thereby reducing their balance and their payments. The regulation 
still favors a select group and discriminates against the man who has 
a prewar automobile, which in practically no case will exceed the mini- 
mum down payment on a new or late model used car. The regulation 
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as it now stands works a hardship on the average income citizen and 
on us as a small business. 

We as a business can only justify our existence in a community by a 
need for and our supply of improved transportation to those who need 
it. We asa small business plead for a practical compromise of an 18- 
month limit on automobile financing to be effected immediately. For 
the sake of the records, 74 percent of the families who own automobiles 
have an income of $5,000 or less. In North Carolina, per capita in- 
come is $3,400, or two-thirds national. They need your help. 

Now for the goose and the golden egg: I have never made a study 
of whisky taxes percentagewise, but sometimes I feel that the auto- 
mobile in the minds of many tax-conscious legislators is considered as 
much a luxury as a bottle of booze. 

In observing and listening to some of the talks that have been made 
here today, I have come to the conclusion that, most of the time, legis- 
lators, when they need revenue, just simply start with the beginnin 
of the alphabet—well, you have “automobile” and you have “alcohol,” 
and it seems like they ae start right there. | Laughter. | 

Many people are prone to feel that an increased tax on automobiles 
is a tax on the dealer who could not deliver his one new car to 10 
people in the early postwar years. In any event, I would like to 
insert here for the records the amount of local, State, and Federal 
taxes already produced by automobiles in North Carolina. Figures 
compiled in 1950 show that the taxpayers in North Carolina paid to 
the Federal Government, for the fiscal year ending January 1949, 
29,299,045 in taxes on gasoline, oil, automobiles, trucks, tires, and 
tubes, and parts and accessories. The same group of taxpayers paid to 
the State of North Carolina, for the fiscal year July 1, 1949, to June 30, 
1950, $80,073,328 in gasoline, motor-vehicle licenses, and sales tax 
on automobiles and trucks, making a total of more than $109,000,000 
in taxes paid to the Federal and State Governments on their re- 
spective fiscal years. 

Now, gentlemen, an automobile, and truck, unlike most products, 
continues each 2 years over its useful life to produce more dollars 
in total revenue than it produced the day it was bought. Therefore, 
our local, State, and National Governments can actually receive more 
annual revenue by encouraging the purchase of automobiles even to 
the point of reducing the original tax to the consumer. 

The Secretary of the Treasury has proposed to the Ways and Means 
Committee that excise tax on automobiles be increased from 7 to 20 
percent, which would increase the price of cars to the consumer ap- 
proximately $200 and up, and approximately one-third the cost of an 
automobile would be taxes. Any further increase of taxes on auto- 
mobiles, gentlemen, would most certainly curtail the sale of the 
product Srastically and would truly kill the goose that is laying 
golden eggs—the automobile. 

Traditional discount policy for the automobile retail dealer has 
been seuttled by the Office of Price Stabilization’s Supplementary 
Regulation No. 5. This was issued as a price freeze on new and used 
cars. Yet, it now results in a price roll-back on only one segment of 
the automobile industry: the retail automobile dealer. The manu- 
facturers were allowed to increase their price to the dealer, and the 
dealer allowed to pass on to the consumer only the actual increases 
charged by the manufacturers. What constitutes cost of merchan- 
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dise? Is it only the amount paid at the source for goods? If so, gross 
profit immediately becomes net profit. 

Many dealers borrow money to pay for the new cars when invoiced. 
Oftentimes the money is borrowed before he actually receives the 
automobile. He has to pay interest on the increased cost from fac- 
tory. Many, many dealers have lease agreements for their buildings 
based on a percentage of gross sales. This, also, becomes an expense 
because of increased cost from suppliers. Many dealers have com- 
pensation plans for their employees based on gross sales, and again 
this added amount to our cost on which we share no profit becomes 
an expense. In addition to the above, the dealer creates a greater 
contingent liability on himself by the endorsement of finance notes 
which are increased by our cost of the product. 

Over a period of years manufacturers have arrived at a percentage 
of profit that has proven necessary for a dealer to supply adequate 
facilities, equipment, and investment in inventories of parts to render 
the service that the consumer has reason to expect. Alveady there is 
$200 and up in taxes, transportation charges, et cetera, on which the 
dealer shares no profit. 

Truly, gentlemen, OPS Supplementary Regulation No. 5 definitely 
destroys a historic discount relation between automobile manufac- 
turers and automobile retail dealers. We feel that even though it 
represents a small number of dollars per automobile, a precedent is 
being forced which affects historic discount relations between manu- 
facturer and retailer. This we ask of you to assist in adjusting. 

Please note that three out of the four problems brought to the at- 
tention of your committee are in the direct interest of the consumer of 
automobiles; namely, automobile is essential, regulation W discrimi- 
natory, consumer excessively taxed on automobiles. The dealers are 
not Shylocks or crooks, but they are legitimate businessmen, taking 
their rightful places in community and civic life and contributing to 
their States and the Nation everything that can be expected of suc- 
cessful small-business men. 

Mr. Evins. Thank you, Mr. Wilson, for your very fine statement. 

Do you have any questions ¢ 

Mr. Burron. No questions. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. No questions. 

Mr. Evins. Mr. Ross, do you have anything to say regarding the 
Governor's committee or otherwise? We are at the point of adjourn- 
ing now, concluding the morning session. 

Mr. Ross. I would like to announce, Congressman, that, as I eal! 
out these names, the people who were appointed at the request of Gen- 
eral Harrison, Defense Production Administrator, the names of those 
who have been appointed by Governor Scott as a special committee, 
which committee will meet with Mr. Paul Kelly, who is director of 
our Department of Commerce and Industry—I request them to stand 
up. 

Mr. Evtins. This does not need to go into our record. 

(Discussion off the record.) 

Mr. Evins. Gentlemen, we are going to adjourn. We have just a 
few more witnesses on the list here for this afternoon. I wonder if 
those who would like to appear, in addition to those whose names are 
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on the list, would raise their hands so that we may get some idea as to 
how many there will be. 

(A showing of hands.) 

Mr. Evins. There seems to be about six more, in addition to those 
on the list. Now, if you will put your names down on the cards that 
have been provided, we would appreciate it. 

Mr. Burron. I have an announcement to make, gentlemen. This 
is with respect to the deferment of the so-called death sentence with 
respect to aluminum, which was to become effective on April 1. 

Mr. Hughitt called late yesterday afternoon, and he was assured 
that that order is being deferred for 30 days. I mention it here, while 
we are all present in this morning’s session, as an indication that some- 
thing is being done by the agencies, and we feel that we are able to say 
that the House of Representatives Committee on Small Business has 
had some part in the deferment of that order. We will follow 
through on these various matters that are presented to our attention, 
and I am sure also that you will find the agencies will be very active 
in following your suggestions. 

Mr. Evins. We will adjourn now, to reconvene promptly at 2 o’clock. 

(Whereupon, at 12:20 p. m., the subcommittee adjourned, to re- 
convene at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Evins. Gentlemen, the committee will come to order. We have 
been advised by the management that this room is engaged for 4 
o'clock this afternoon, and we are going to try to proceed with the few 
witnesses that we have remaining on the list and as many as possible 
of others who may wish to make statements, and then to answer any 
— that any of your businessmen may have, within our time 
imit. 

We do not have too many more witnesses. I do have a special re- 
quest from Mr. Lee Soesbe, who has an airplane flight scheduled for 
this afternoon, and we have agreed to hear him out of order. Al|l- 
though he is appearing here in North Carolina, he is from Tennessee. 
He missed the ed there. He has a problem that he wishes to 
present to the committee, and perhaps he will direct some questions 
to the Government agencies. 

If you will come around, Mr. Soesbe, give your name and organiza- 
tion for our record, and then proceed. I had the pleasure of meeting 
Mr. Soesbe for the first time today, and he tells me he is from my 
district, the heart of Tennessee. 


STATEMENT OF LEE SOESBE, APPALACHIAN TANNING CO., 
TULLAHOMA, TENN. 


Mr. Sorsse. My problem is a great deal more specific than those I 
have heard so far today. 

We operate a tannery and a leather-garment factory. Our business 
is principally in horsehides, which we tan and manufacture into horse- 
hide work jackets. Last year this was 80 percent of our business and 
the balance was in goatskins, which we made into jackets. We nor- 
mally employ 60 people. 
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On February 19, the Government issued Order M-29, restricting the 
tanning of horsehide fronts entirely for military end use. The specitic 
use is for Army gloves, of which the Army has negotiated the purchase 
of over 2,000,000 pairs. In acordance with this order, we stoppe:! 
putting into process for garment leather all the horse fronts we hai 
and went to work developing a satisfactory garment leather of cow. 
hide, which is the only substitute of quality equal to horse. At tl. 
same time we tried to change our horsehide garment tannage over to 
military glove leather, but this leather was rejected on analysis. 

On February 28, the National Production Authority issued Order 
M-35, prohibiting the ‘sale of cattle hides to any tanner except on a 
historical allocation basis. As a result of this, we had no horsehides 
to tan and no cowhides to tan. Our only other alternative was goat 
skins. The source of this raw material is over 95 percent imported. 
In this case we found ourselves squeezed in between prices on in. 
ported goats that have advanced from $16 per dozen in January of 
this year to $22.50 per dozen in March. Our ceilings would not per- 
mit such increased costs. 

Our next move was to appeal to the National Production Authority. 
I quote my letter of March 20. 

The NATIONAL PRODUCTION AUTHORITY, 
Washington, D. C. 

GENTLEMEN: We are tanners and manufacturers of leather coats and gar- 
ments. In the past nearly 80 percent of our business has been concentrated on 
horsehides and horsehide garments. Last year we tanned and used 25,450 
horse fronts for this purpose. Immediately after the issuance of your order 
M-29, we attempted to tan and make military leather. None of the leather we 
made passed Government specifications, and because of our bank requirements 
we were forced to dispose of the horsehides we had on hand in order to meet 


our bank indebtedness. 

We immediately tried to make garment leather from horse butts, but were 
unsuccessful. We then diverted to cowhide, but immediately upon getting a 
satisfactory piece of leather produced we find that the cowhides are also frozen, 
based on historical allocation. 

The purpose of this letter is to appeal to your board to either grant us a free 
allocation on horsehides or set us up an allocation on cowhide. It will be 
necessary for us to close down the entire plant within the next 15 or 20 days 
unless we have some relief from you. This will also put around 60 people out 
of work. Because of this condition, I feel that it merits your immediate at- 
tention. I would appreciate your immediate advice in this regard. 

Yours very truly, 
APPALACHIAN TANNING Co. 
Lee Sorsse. 


Yesterday, on March the 29th, I received an answer to my appeal: 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. ©. 


Lee Sorsse, 
Appalachian Tanning Co., 
Tullahoma, Tenn. 

Dear Sir: Referring to your letter of March 20, inasmuch as you were not 
tanning or having any hides tanned for your account during the base period 
1950, we are unable to allocate hides or skins to you. The nature of the avail- 
able supply-demand situation precluded our granting allocations to users not 
having a 1950 base. 

Order M-35, amended, February 28, 1951, section 3 (d) (1), states the alloca- 
tion criteria: “A tanner or contractor may obtain domestic cattle hides, calf. 
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skins, or kips in the proportion that his total wettings in 1950 of cattle hides, 
calfskins, and kips (including imports), respectively, bear to the total wettings 
of cattle hides, calfskins, and kips (including imports), respectively, of all 
contractors and tanners combined in 1950 * * *” 
We regret our inability to grant your request. 
Sincerely yours, 
J. G. ScHNITZER, 
Director, Leather Division, 
Industry Operations Bureau. 


Our share of the horsehide industry is 344 to 4 percent. That quan- 
tity in relation to the cattle-hide-tanning industry is about one- 
thousandth of 1 percent. 

No other horsehide tanner is affected by these orders as we are, be- 
cause we are the only one who consumes his own production of leather. 

I believe the NPA is guilty of failing to adjust a gross inequity. 

My recommendation to your committee is to provide small business 
with a representative agency in Washington to fight our problems 
with new governmental agencies. 

Mr. Evins. Mr. Soesbe, I assure you as chairman and member of the 
committee that we appreciate your coming here to testify before the 
committee. We recognize that the problem you present is of a genuine 
small-business nature. 

You mentioned, I believe you stated, leather jackets. 

Mr. Sorsse. Yes. 

Mr. Evins. Do you manufacture leather gloves ? 

Mr. Sorsse. No. 

Mr. Evins. How long have you been in business? 

Mr. Sozspe. Six years. 

Mr. Evins. What is your total production, your total capacity ? 

Mr. Sorsse. In units? 

Mr. Evins. In units. 

Mr. Sorsse. In units, between 36,000 and 40,000 garments. 

Mr. Evins. For what priod of time? 

Mr. Sorsse. Over 1 year. 

Mr. Evins. Forty thousand jackets a year? 

Mr. Sorssy. That is right. 

Mr. Evins. And, as the result of this NPA order if some relief is not 
obtained, you are going to be forced entirely out of business and your 
employment will be shut off ? 

Mr. Sorsse. Well, we have anticipated that to the point of letting 
off one-third of our employees because we are not getting anywhere 
on this thing and we would rather taper down and retain our older 
employees if possible. 

Mr. Evtns. I assure you that we are going to do all we can to get 
some base for you to operate on, since it seems to me the fact that you 
have been in business over these years shows that you have evidence 
of a historical base. 

Mr. Sorsse. Well, they are separating cattle hides from horsehides. 
Horsehides were frozen 100 percent for military use; and so, since we 
want horsehides, we have had no horsehides. 

Mr. Evins. Mr. Hughitt is here, from the NPA. 

Mr. Hughitt, do you want to comment after hearing the testimony 
of Mr. Soesbe. 

Mr. Hueutrr. 1 would like to state that you have a very serious 
problem, a problem which requires the most careful attention and 
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consideration that can be given. The Office of Small Business in the 
National Production Authority has the responsibility for attempting 
to adjust that for you. 

Now, if I may, I would like to tell you just a little about the ap- 
proach of the Office of Small Business Industry Operation Committee. 
We have Mr. Schnitzer, who is an expert in the leather field—I have 
great respect for him. 

Now, Mr. Schnitzer, like the other industry chiefs, is concerned with 
the problem of getting materials, the problem of supplies as compared 
to the requirements. 

Also, the Office of Small Business, while it is concerned with get- 
ting materials, is also deeply concerned with the economic impact 
connected therewith and frequently we have cases to process and ap- 
peal, if necessary before the Administrator, in order to attempt to 
arrange for an adjustment in a case where there is definite hardshi p 
proven. 

Now, if you have not filed such an appeal for adjustment, other than 
your letter to Mr. Schnitzer, may I suggest that you document your 
situation very carefully and send it to me, to the Office of Small Busi- 
ness, National Production Authority, and we will take every action 
possible that seems to be appropriate in accordance with the supply- 
demand requirements. 

Mr. Sorsse. When will you be back in Washington ? 

Mr. Hueurrr. Tomorrow morning. 

Mr. Evins. Mr. Hughitt, under this Order M-29, all leather is pre- 
empted for the Government? 

Mr. Hvueuirr. Horsehide. Congressman, we would like to explore 
and have all of the details of this and also to discuss it with Mr. 
Schnitzer, to see exactly what his position is. 

Mr. Soesse. The difficulty is that a DO order for gloves is not 
possible. 

Mr. Hvueurrr. How about jackets? 

Mr. Sorsse. They have not called for any jackets; I do not believe 
they have. 

Mr. Huenrrr. Do you know if they have, Colonel Phillips? 

Colonel Pures. I don’t know. 

Mr. Huenirr. Is that a normal item of procurement ? 

Colonel Putts. In the last year they have bought some. They 
have since been replaced by cloth jackets, and I have not seen an order 
for leather jackets for quite some time. 

Mr. Soesse. Well, we could possibly make the leather ones, although 
if we made them we would have to close our other plant. 

Mr. Hueurrr. Have you attempted to make the gloves? 

Mr. Sogessr. We attempted to make the leather gloves, in order to 
utilize the raw stock we had on hand. 

Mr. Houenrrr. Did you feel that the specifications were unduly 
restrictive? 

Mr. Sorsse. No; it is just that you cannot adjust or change your 
plant in 1 day or 2 or in a week or two. 

Mr. Evins. Have you endeavored to make sales of leather jackets to 
the military Departments? 

Mr. Sorsse. Well, I have my name in with them for bids when they 
are put out, but we have not seen any; and, as far as I know, there 
aren't any bids. 
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Mr. Evrns. Since the Government is preempting all horsehide 
leather, I believe that if you will talk to Mr. Hughitt he will be help- 
ful in every possible way. 

Are there any questions? 

Mr. Curtis. This is a question which may seem obvious to you; but 
is there a definite distinction between horsehide and cowhide leather, 
so that one could not be substituted for the other? 

Mr. Soesse. Well, that question was brought up at the Quarter- 
master’s meeting in Chicago. In civilian usage, cowhide is used 
in place of vont Tl it is quite interchangeable. However, the Army 
flatly stated in a meeting at the Quartermaster’s office in December 
that they did not want cowhide gloves. ° 

Mr. Curtis. Now, from your experience in the business, do you 
think that is an arbitrary decision, or do you think there may be 
some real basis for it ? 

Mr. Sorsse. I think that there might be some basis. However, 
several tanners at that same meeting questioned the statement that 
they could only use horsehide. As a matter of fact, they had sam- 
ples of cowhide leather that were indistinguishable. 

Mr. Ross. May I make an announcement off the record ? 

Mr. Evins. Surely, Mr. Ross. 

(Discussion off the record.) 

Mr. Evins. Thank you, Mr. Soesbe. Our next witness is Mr. Harris. 


STATEMENT OF W. T. HARRIS, CHARLOTTE, N. C. 


Mr. Harris. Thank you, Mr. Chairman. In behalf of the grocers 
of North Carolina, I would like to say to you that all the grocers in 
North Carolina are willing to cooperate with our Government in any 
way that we can. We are just as interested in price control as anyone 
in the land. 

But we have many hardship cases in the food field today. 

For instance, we were asked for voluntary price control, which 
in most cases we would comply with. Numbers and numbers of us 
have prices that were based on last July and August costs, in the vege- 
table and fruit fields mostly—canned merchandise. At that time, as 
most of you may be familiar with, the pack comes in and new prices 
are quoted, and we buy heavily at that time of the year; but meantime 
that merchandise since that time has gone up as much as three times, 
a our prices are still frozen as of that date, the date of the freeze 
order. 

We understand that the Government is familiar with that situation 
and has given us a cost-plus basis, like we had under the old OPA set- 
up, but in some cases that does not work. 

Now, we are satisfied to work under it—do not misunderstand. us— 
but we are having some hardship cases in North Carolina and every 
other State. 

Now, they say in classification No. 4 that any business doing over 
$375,000 a year will come under class 4, which is supermarket and 
chain operations. 

Well, we have many independent stores that are doing that much 
volume that offer every service that a No. 1 store offers; for instance, 
— and delivery service, charge accounts, and clerks to wait 
on their customers in the store. 
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Now, his cost of operation is far higher than the man who offers 
cash-and-carry foods; and, therefore, we think that this man—we 
would like to recommend that any store, regardless of volume, if it 
offers every service that the class 1 and class 2 stores offer, be put in at 
least the No. 2 classification. 

We recommend that, gentlemen, because we are familiar with this 
thing from the last war, and we know the hardships that you put 
them in. I am not speaking of myself, because I am in the cash-aud- 
carry end of it, thank goodness. 

Now, for the meat end of it. We have men who are more qualified 
to speak on that subject than I am, but I would like to present a few 
pertinent facts. Our ceilings were established in a period, I believe, 
of December and January up to 26th or 24th of January. We do not 
change our prices every day in our markets; therefore, our prices 
were based on the lower cost of meat during this period, rather than 
the higher cost. For instance, if meat were to go up 1 cent a pound 
on a carcass of beef, we try to hold our prices for 2 or 3 weeks to 
make sure that this meat is going to stay there, before we jump the 
price. We do not change it every 4 or 5 minutes; we try to absorb 
it. 

Now, it happened that we were. caught, for our prices are based 
on the low cost of meat during that period, and the packers were 
selling customers at the higher price; and, therefore, our margin of 
profit in the meat industry has dropped from 2 percent to 3 percent, on 
an over-all basis, during that period of time. 

Here is another end of it that goes right along with it. Most of 
us are today cattle buyers, and when I say “cattle buyers” I mean a 
full carcass of beef. 

Well, our packers this week refused to sell us fellows who bought on 
a whole-cattle basis. They sold us on a front-and-hind-quarter basis. 

Now, for instance, with the top packers in the country—and we 
can call names, if necessary—the ceiling is 5414 cents on full cattle. 
Well, they refused to sell us on that basis. They charge us 63 cents 
on the hind quarters and 50 cents on the fronts, which, when you 
break it down—and these are actual figures, now, gentlemen; this 
is not assumption; this is the way the fronts and the way the hinds 
come out—you arrive at $56.50 a hundredweight on this meat, over-all, 
as against a 5414 cent ceiling that they have on full cattle. So, you 
see they gain 2.25 on us during that period of time which we cannot 
do anything about. It is either take the beef that way or do without it. 

I would like to go a little further. This overcharge amounts to 
about 5 percent. Most of our markets all over the country, as far 
as we are concerned, work on a basis of 2 to 3 percent net profit— 
why, if we are going to pay 5 percent more on meat, we are going to be 
losing money rather than making money. 

Now, I would like to say a word or two from the packer’s stand- 

oint . Your packer is in the same squeeze, identically, that we are 
in. Gentleman, it does not take a magician to buy a cow on the live- 
stock markets all over America, and take it to a slaughter pen and 
have it slaughtered, whether it be your pen or whoever it might be. 
and figure out that that cattle cost, if you please, 38 or 39 cents a pound. 

Now, we in the meat industry know that the packer cannot pay 
38 or 39 or 40 cents——and I am quoting the market; it is in the 
paper every day—in the stock markets all over America, and then 
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sell to us at the $54.50 ceiling or anything like that. He just cannot 
do it. 

So, we would like to recommend to this committee and to the gentle- 
men of Price Control that they put a ceiling on livestock and grade 
this livestock as it comes into the stockyards where it is sold and put 
che grade on that animal at that point and let that grade go all the 
way through the line until it goes through my market, so that if it is 
a grade A steer, when he winds up in my market he goes to my 
customer as a grade A steer. Then you will be putting your ceiling. 

We had ceilings on live cattle which were not worth a dime; with- 
out grading the ceiling is not worth anything. 

So, if you grade them and then let them go through, you will not 
have any black market. You already have a black market today all 
over North Carolina and, I presume, in other markets. And, gentle- 
men, I know. I have seen it in the sales ring, I have watched baby 
beef selling for 54 cents a pound and if anybody who knows anything 
whatsoever can tell me that that beef can be sold for 54 cents to 55 
cents, when you only get 60 cents to 63 cents dressed out of that cattle, 
they are doing good. That is what we are up against. 

e cattle industry can tell you about it, the man who raises the 
cattle. We have noargument with them. The farmers are my friends; 
in fact, I live on a farm myself. 

But, we contend that what is fair for one man is fair for all of us. 
We should forget today about politics; the controls ought to go on 
from the ground up, all the way up to the stores, and then we will 
have price control. 

Gentlemen, we are willing to carry out our part 100 percent, and 
I assure you that we, as grocery men in North Carolina, will cooperate 
4 ut, we do want it to be fair. 

r. Evins. You are speaking as a representative of the North 
Carolina Grocery Association ¢ 

Mr. Harris. I am speaking as an individual. I was asked by some 
of the members to come up; to be perfectly frank about it, this is on 
the spur of the moment. We have another representative or two back 
here, of the North Carolina Food Dealers Association. 

Mr. Evins. I want to say that I think that you have made a very 
thought-provoking statement. We have not heard too much about 
that field, the field of food, which is very important to the housewife 
and to all of us. 

Mr. Harris. It is; yes, sir. 

Mr. Evins. I believe it was only last week or the first of this week 
that Mr. DiSalle issued his margin freeze on certain food commodities 
making adjustments upward and downward. 

Mr. Harris. That is right. 

Mr. Evins. Would you say as a grocery man that they are reason- 
ably fair? 

Mr. Harris. Yes, sir; with the exception of this one operation I 
mentioned, which placed a retail r who offers every service in 
his place of business in a classification which we think is unfair. You 
see, there are these classifications, sir, they begin with No. 1, and they 
go 1, 2, 3, and 4, according to the dollar volume. 

Answering your question, it is fair, yes, sir; we can work under it, 
with that exception, 
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Mr. Evins. Do you think that there are some food items which will 
come down as the result of this order? 

Mr. Harris. Not my store; they will all go up. 

Mr. Evins. And there will be, of course, some general increases? 

Mr. Harris. I think so; yes, sir. I think, as a whole, on the national 
scale, there will be some price increases from it; yes, sir. 

Mr. Evins. This regulation does not cover the field of meat? 

Mr. Harris. I am not sure, sir. We have not had a chance to look 
it over. In fact, we don’t have it in our office yet. I think that they 
have a copy but they could not give us any before we left yesterday 
afternoon. : 

Mr. Evins. Of course, when you get into the field of enforcement, 
as has been pointed out heretofore although not at this meeting, there 
is going to be the necessity of having the cooperation of all patriotic 
Americans, on the retail level. 

Mr. Harris. That is right. 

Mr. Evins. Mr. McCormick has furnished a statement about that. 
I am sorry that he is not here just at this moment, but he will be back 
and I am sure that he will want to make some observations, and an- 
swer some questions. 

Mr. Duncan. Mr. Chairman, Mr. McCormick is attending the Gov- 
ernor’s committee meeting. He asked me to cover this in his absence. 

Mr. Evins. Fine. 

Mr. Duncan. So, with your indulgence, I will make a few com- 
ments on the questions raised by this witness. 

The first one refers to the grocery orders, the ceiling price regula- 
tions, Nos. 14, 15, and 16, which apply primarily to dry groceries, 
As the gentleman has pointed out, it was just released to the public 
yesterday and I can well understand that he does not yet have a copy. 

However, I am assured by Mr. Clark, the district director, that 
copies are now available and may be had on request. As a matter of 
fact, I have a few here, and I will be glad to give you one. 

Mr. Harris. Thank you. 

Mr. Duncan. These regulations are based on OPS regulations 421, 
422, and 423. They are not materially changed from the old OPS 
regulations. 

We understand that the OPA regulations were generally accep- 
table to the trade, and our information is that these new regulations 
will be equally acceptable. 

It is true that there will be instances of hardship that will neces- 
sarily be occasions for adjustments, but the regulations expressly 
spell out the method to be pursued in seeking adjustments, and | 
would ask this gentleman either as an individual or through his trade 
organization to present these hardship cases to the agency for its con- 
sideration, and I am certain that I can assure him, in all confidence, 
that such recommendations as he makes will receive careful con- 
sideration. 

Mr. Evins. I believe you pointed out, Mr. Harris, that the groceries 
on your shelves are going to go up a little bit. 

Mr. Harris. That is right. 

Mr. Evins. That is the way I understood it. 

Mr. Harris. Yes; that is right. 

Mr. Duncan. I understand that is correct. I spoke to a grocery 
man and he made the same comment, that they would go up. 
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Mr. Harris. Can I make one other comment, sir ? 

Mr. Evins. Surely. 

Mr. Harris. It is this, that we have no argument as to that mark-up 
basis. The fact is that that is what we want, sir. But we do have a 
few hardship cases. That is what I was trying to bring out. 

Mr. Duncan. Well, I would like to tell you that we have contem- 
plated there would be hardship cases, and all of that is going to be 
spelled out, that is, the procedures to be followed. 

Mr. Harris. Fine. Thank you. 

Mr. Duncan. Now, with respect to the criticism of the packers in 
abandoning the sale of carcasses and offering instead hinds and fronts 
or meat trimmed in some other manner, I would like to tell the wit- 
ness and this entire gathering that that practice has been found by 
the national office to be an evasion of the pricing regulation. 

At this point I should like to make a general observation on meat. 
Meat has been one of the hottest things to handle in the whole price- 
control picture, and it is being vigorously investigated, and effective 
enforcement action is contemplated in the immediate future. 

If I may mention, in answer to the inquiry of someone—I do not 
remember just exactly who asked it—meat is not embraced in the 
grocery regulation. That is just by way of a passing comment, 
however. 

I want to observe with respect to the witness’ remarks about grad- 
ing, that under the former meat control and distribution order, it 
was required that meat be graded. I assume that the present agency 
has some good reason for not having inserted that provision in the 
»resent distribution order. I am frank to say that personally I think 
it would be extremely helpful if some provision was made for the 
grading of meat. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. I would like to make an observation first, and then 
ask questions. 

I think that perhaps it is not widely enough realized by the public 
that there is a tie-in Pale leather and meat. The fact is that you 
cannot slaughter an animal for the hide alone; it is just uneconomical. 
Therefore, the amount of hides available to the shoe industry or to 
anyone interested in the utilization of leather is dependent on the 

acker’s meat supply—in other words, the animal is slaughtered for 
its meat, not for its hide. 

Now, the question. First of all, yours is a retail grocers’ associa- 
tion ; it does not include wholesalers ? 

Mr. Harris. Only retail. 

Mr. Curtis. Does it include any of the large chain stores? 

Mr. Harris. No, sir; no chain stores. It is the independent retail- 
ers of North Carolina. 

Mr. Curtis. I thought that is what it was. Do you all buy through 
wholesalers or buy directly from, say, canneries ¢ 

Mr. Harris. We buy through wholesalers; in some cases we have 
our own warehouses. 

Mr. Curtis. Do any of you have direct arrangements with canner- 
ies on some items ? 

Mr. Harris. There are very few, sir, very few in the State, not 


many. 
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Mr. Curtis. Now, Mr. Harris, I gather from your remarks—I do 
not want to draw an erroneous conclusion, but from your remarks | 
judge that you are saying that these price controls will not work unless 
you have some sort of control of farm prices. ; 

Mr. Harris. That is exactly right. 

Mr. Curtis. Well, that is the big problem that does face everyone, 
particularly us in Congress. I wanted to get that very clear, that you 
do feel that it is so. 

Mr. Harris. Exactly. 

Mr. Curtis. I would like to ask at this time for a comment from the 
gentleman from the OPS who just addressed a few remarks to us. 

Do you think that it is going to be impossible to impose these price 
controls on food products and sustain them without eventually getting 
around to controlling farm prices? What is your view? 

Mr. Duncan. You are asking me, sir? 

Mr. Curtis. Yes, if you will. 

Mr. Duncan. I would preter not to express an opinion. 

Mr. Curtis. That is all right. We are searching for answers our- 
selves, and we don’t know all the answers. 

Now, just on the general subject of the grocer who does grant credit, 
are there any credit restrictions imposed on him from a practical 
standpoint ? 

Mr. Harris. No, sir. 

Mr. Curtis. Does he have credit restrictions from the practical 
standpoint, inasmuch as he would have to go to a bank, possibly his 
own banker, for financing if he venethinibia his credit to his cus- 
tomers ¢ 

Mr. Harris. Well, that is true, that has happened in some cases; 
yes, sir. 

Mr. Curtis. There would be a credit imposition there. I presume 
that you would not like to see any-controls extended to your grocery 
men concerning credit—or do you care to comment on that? 

Mr. Harris. My personal feeling, sir, is that it would be the finest 
thing in the land if never a dollar’s worth of groceries was sold on 
credit. That is my personal observation and feeling. 

As this gentleman brought out—well, I forget who it was, this morn- 
ing, but he brought out the fact that people bought automobiles and 
they let their grocery man wait, and in many cases, they beat him out 
of his money. That is one reason why not to sell groceries on credit. 

I would like to make one comment before I leave. 

Mr. Curtis. Before you make it, I have a final question. 

Mr. Harris. All right, sir. 

Mr. Curtis. You have, do you, any estimate as to how much of the 
grocery business in North Carolina, just roughly, is on credit and how 
much is cash? Do you have any idea? 

Mr. Harris. I would say that 25 percent—Mr. Allen, could you 
answer that question ? 

Mr. Auten. No, sir; but gore if you are going by dollars, you 
might be about right; but I would say that about three-quarters of 
the grocery stores in North Carolina extend credit; there are a great 
many grocery stores that could not get along if they did not. - 

Mr. Evrns. I do not believe we have this gentleman’s name and 
organization for our record. 
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Mr. Ross. Mr. Chairman, he is Leroy Allen, associated with this 
independent food dealers’ group. With him also is Charlie Morris. 
They said, in order to save time, to let this gentleman, Mr. Harris, 
speak for all of them. 

Mr. Evins. Thank you. We are pleased to have all of them here. 

ag Mr. Harris, I believe you had a comment that you desired to 
make. ; 

Mr. Harris. Yes; 1 would like to make one comment. I have already 
touched on it. 

Gentlemen, for the good of our Nation, we plead with the OPS, 
before you do this thing, that you grade all livestock, because we know 
that is the only way that meat can be controlled; that is the only way 
to keep it out of the black market. 

We have got no ax to grind. We want the meat to come to our mar- 
kets through proper channels, so that the Government can get the 
hides and all of the other things that they need. 

You know, when cattle go to the creek bank and when they kill it 
and hang it on a limb, you know that you do not get the hide or the 
offal or any of those things. 

This business has many phases to it. We know that this thing can 
be done. They will try to tell you that you cannot grade cattle—but 
the point is that you can. If you could not, then the big packers and, 
for that matter, all packers, are paying buyers out in these cattle pens 
large salaries for nothing. The fact of the matter is that you can 
grade cattle, ir do it every day. 

Mr. Evins. Thank you very much, Mr. Harris. We appreciate your 
recomendations to this committee. (Applause. ] 

Are there any further questions ¢ 

(No peopents.) 

Mr. Evins. This gentleman over here—give your name and organ- 
ization, please. 


STATEMENT OF T. A. MOTT, JR., DENNISON MACHINE TOOL CO., 
INC., HICKORY, N. C. 


Mr. Morr. My observations are going to be purely with reference 
to Government contracts. 

Mr. Evins. All right, you just go right ahead. 

Mr. Morr. We make special tools, precision parts, jigs, dies, and 
fixtures. We are a small machine shop, employing 17 people. We have 
no representation in Washington. We are not a member of any pool. 
We are really small business. 

We have obtained some 12 contracts with the Ordnance Department, 
which represents about one-third of our volume. These are prime 
contracts and were obtained on the competitive bid basis. 

I have two compliments, two gripes, two questions. 

I would like to compliment the Department of Commerce for mak- 
ing it possible for little business to obtain information relative to the 
Government bids available. I would also like to compliment the Ord- 
nance Department, especially in Philadelphia, where we have had 
very excellent cooperation. 

However, of late, we have been receiving requests for bids and they 
did not have the blueprints. Well, that is an almost impossible situ- 
ation. As you can readily see if you read one of those contracts, if you 
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bid on such work you are committed pretty well. Usually, they do 
put in a slip of paper saying that the information will be obtainable 
at Philadelphia. Well, little business cannot very well afford to have 
someone in Philadelphia. We should have that information right 
along with the bid. I think that if something could be done along 
that line it would be most helpful. 

Another observation is that we have not been helped by priorities 
a great deal. I feel that the agg system has reached a point, 
with the possible exception of No. 98, which is on the capital expendi- 
tures, that nearly everybody is back in the same boat again, and there 
again we will find that possibly jobbers who have large accounts will 
favor larger companies. If something along that line could be done— 
I know that several of our contracts have been delayed because of in- 
ability to get steel. 

Now, my two questions. Little business, of course, does not have 
research ; large business does have research. Through research large 
business is able to aid the armed services in advancements and devel- 
opments and, by so doing, large business in turn gets a crack at those 
developments. 

I would like to know if there is any way of doing anything for small 
business on that score. I feel sure that in the State of North Carolina 
there are many, many smart men in small business who have ability 
and whose knowledge of certain subjects would make it ible for 
them to lend great assistance in certain research aspects. If there was 
any way for them to do that, then I think that small business could 

ssibly aid in the development of Government work. 

Another thing. Small business is faced with financial problems. 
Along that line, there is a chicken-and-egg deal that I don’t quite 
understand. 

Now, I call it a chicken-and-egg deal because you can get certain 
contracts if you have got certain equipment on the one hand, and if you 
don’t have the equipment you cannot get the contracts; on the other 
hand, if you want to get the money to get the equipment, you have got 
to have the contract. So, that is sort of ring-around-the-rosy situation 
to me that I just don’t quite get. 

Mr. Evins. You don’t mind if I interrupt? 

Mr. Morr. No, sir. 

Mr. Evrns. I understood you to say that you have 12 contracts with 
Ordnance now. 

Mr. Morr. Yes, sir. 

Mr. Evins. And you have more compliments to make than ob- 
jections. 

Mr. Morr. Well, yes, sir. 

Mr. Evins. Well, it is refreshing to know that your compliments 
outweigh your objections. 

Mr. Morr. Oh, very much so. I told Mr. Ross that my comments 
here would be more of the nature of dealing with my experience with 
Government contracts. 

Mr. Evins. And your suggestions and comments are greatly appre- 
ciated. May I ask if you have had sufficient time provided for mak- 
ing pons bids on your contracts ? 

Mr. Morr. Well, not to a great extent, but that is something we have 
to take care of; naturally, if we see that we cannot meet the dates of 
delivery, we put that in the bid that we won’t be able to. 
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Mr. Evins. Are the specifications drawn sufficiently clear and 
simply enough, to suit your requirements ? 

r. Morr. Yes, sir. As far as we are concerned, from that angle, 
the Ordnance angle and the Department of Commerce angle, their 
help has been very excellent. But we would like to expand and we 
want to go into it more. I have already applied for expansion. I 
have not heard from them. 

Mr. Evins. Mr. Curtis, any questions? 

Mr. Curtis. Well, I just wanted him to clarify—yours is a financial 
problem, isn’t it? 

Mr. Morr. Yes; except for the two problems of blueprints and 
priorities, although that was more of a comment, 1 don’t think it was 
particularly a problem with us. 

Mr. Curtis. I mean, as far as taking on jobs where you don’t have 
the equipment now but where you know that if you could get the 
equipment you could handle the job, there it is a question of finances. 

Mr. Morr. That is right, sir. 

Mr. Evins. I wonder if Commander Phillips might care to make 
an observation regarding research and donde 

Commander Putttres. Yes, sir. There are a great many contracts 
now for research and development work which are going to very small 
concerns. 

We would appreciate it in our office in Washington if you will send 
us the background, tell us of your engineering personnel and their 

und and the background of any nanan Wilk special quali- 
fications, and tell us the type of research work that you would like to 
do or the type of development work that you would like to do. If you 


will tell us exactly what research you want, then we will tell you 
what offices to apply to for those research contracts and what informa- 
tion they will want regarding your firm and your personnel. 

I might say that, as far as coabepeaity they are naturally more 


interested in the personnel that you have available than in anything 
else. As I say, at this time a great many of these contracts are going 
to small business. 

Now, I- might make this comment to you or to anyone else here, 
that, regarding the office to write to for information for procurement 
for any of the military services, if you have any questions concernin 
yrocurement information, if you will address them to the Centra 
filitary Procurement Information Office, room 3—D-760, in the Pen- 
tagon, we will be glad to refer you to the purchasing officers that buy 
your products or that you will want to see and do business with, in 
any one of the three military services. 

Now, on the subject of those drawings that are not included with 
invitations, we malian that a great deal can be done on that subject 
and it is being done. 

One of the things that has happened is that with the dissemination 
of general information through the Department of Commerce offices, 
getting the information out to the public, it has been difficult for the 
procurement officers to determine just exactly what they are going to 
need in the way of specifications and blueprints—that is, it is difficult 
to determine how many they will need, how many copies. They have 
to guess at how many people are going to read those Department of 
Commerce announcements and ask for invitations. 
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The result is that in many cases they do not print or mimeograp)h 
blueprints because of the cost of reproducing them on a small pro- 
curement. That is the reason why you sometimes find that they are 
not included, 

As far as the help financially is concerned, where we do have a 
Government contract, it is true that you can go back to your contract- 
ing officer and ask that the military service guarantee your loan, for 
money for inventory and operating expense on that contract. The 
actual loan, however, must come either from your commercial banking 
facilities or from the RFC, and then be guaranteed by the miiltary 
service concerned, 

Mr. Evins. Thank you, Commander Phillips, for those appropriate 
observations. I wonder if Mr. O'Donnell might make some comment. 

Mr. O’Donnett. You mentioned, Mr. Mott, the chicken-and-egg 
problem. Now, the RFC is fully appreciative of the fact that that 
problem does exist, where if you do not have the necessary financial 
strength it is difficult many times for a small-business man, he will 
have difficulty obtaining a contract ; and of course without a contract 
you cannot obtain the financing. 

Now, the RFC has strongly recommended to Mr. Wilson what we 
believe to be a solution to their problem. 

I cannot say whether or not it will be agreed to or acted upon favor- 
ably but I can assure you that there is a solution and it is in the works, 
and we can only hope that Mr. Wilson and the President will agree 
to it. 

Mr. Evins. Thank you very much for the observation. And now, 
we have Mr. McCormick of the ECA, who I believe would like to 
address a few remarks concerning that agency, the ECA, and how it 
fits into the picture of small business. 

Mr. Witut1am McCormick. Thank you, Mr. Chairman. I appreciate 
this opportunity to discuss briefly the three programs which are ad 
ministered by the Economic Cooperation Administration. 

The first is the Foreign Assistance Act which is more commonly 
known as the Marshall plan; the second is the mutual defense assist- 
ance pact, which ties in very closely with the North Atlantic Treaty 
Organization—we are in fact, and have been recently named, a defense 
agency to act as the economic arm of the North Atlantic Treaty 
Organization. The end-use items of military use, however, will be 
supplied, naturally, through the Military Establishment. 

The third program is the southeast Asian program, which we in- 
herited at the time of the Korean War. 

With respect to these three programs, I would say that the Foreign 
Assistance or the Marshall plan and the mutual aid pact to date are 
being administered on a normal channel of trade basis. That is, the 
importers and exporters deal directly ; the importers abroad are deal- 
ing directly, that is, with the exporters in the United States. 

With respect to the southeast Asian program, because of the fact 
that the normal channels of trade have not been established too well, 
we have asked the General Services Administration to do the purchas- 
ing for these programs. 

Anyone interested in supplying exports to that particular program 
or desirous of getting on the list to receive bids may address a letter 
to the General Services Administration, Seventh and D Streets SW. 
Washington, D.C. 
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There has been a general misunderstanding about the Economic Co- 
operation Administration as being a procurement agency. I would 
hke to emphasize at this time that with respect to the other programs 
we are not a procurement agency. We are a fiscal, financing, and 
policy organization. | 

We do supply the dollars on an allocation basis, so as to make dollars 
available Erie the normal establishment of letters of credit to 
American exporters who might be shipping abroad to these particular 
programs mentioned. 

ow, because of the fact that we are not a procurement agency and 
recognizing fully the fact that a small-business man in order to par- 
ticipate would necessarily have to receive information regarding the 
proposed purchases under these first two programs, we have taken 
steps through the missions abroad, to obtain useful advance informa- 
tion, particularly at the time an importer is considering application 
for license. 

For instance, he might be considering purchasing several machine 
tools and at that | sagan time, which is anywhere from 30 to 90 
days in advance of the authority to procure that, the ECA has asked 
our missions for that ty e of information. 

We have recently pu Fished a pamphlet of about 60 pages concern- 
_ ing licenses on Italian imports, regardless of how they are financed— 
that is not the main concern, because after all what we want to 
know is who is importing and what the businessman wants is to re- 
ceive dollars in exchange for his equipment. 

Well, that is one of the methods that we have adopted in procuring 
advance information. 

With regard to disseminating this information to the grass roots, we 
have called upon the Department of Commerce, who have played an 
important role as a field counsellor for this type of information. In 
addition to that, we have gone through banking institutions and 
trade organizations and chamber of commerce groups and others who 
would be willing to serve the ECA as field counsellors for this infor- 
mation. And they are used throughout the country to disseminate 
this particular information or to Saveaninete any other type of in- 


formation regarding possible imports with regard to this army 


I am pleased to announce that right here in Raleigh we have Mr. 
J. R. Drummy, the manager of the industrial department of the 
Raleigh Chamber of Commerce, and we also have Fred W. Greene, 
the executive secretary of the North Carolina Bankers Association, 
whose address is 411 Wachovia Bank Building. 

I would urge any businessmen here interested in these programs 
that are being administered by the Economic Cooperation Administra- 
tion to either contact the Department of Commerce field office or these 
local field counsellors whom I have just mentioned. 

And now, in conclusion, Mr. Chairman, I would like to take just a 
few more minutes to put across this guaranty program. It has been 
very well received throughout the country. 

The Congress, in reconsidering the Foreign Assistance Act, last 
year, took provisions to extend the guaranty clause of the ECA. 

That applies to guaranteeing dollar convertability of local currency 
earned as a result of what we call intangible investments, such as 
patents, processes and techniques. 


86267—51—pt. 1 
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For example, if there are any of you among this gathering who 
might have a patented machine aa who, due to the shortage of 
dollars cannot export, you are now in a ition to manufacture this 
machine abroad and be guaranteed dollar convertability, either 
through royalties or partnership in this business. 

There is further provision in this against expropriation and con- 
fiscation by a power that might be antidemocratic. I would urge 
that any manufacturers here who would be interested in investing 
their patents, processes, techniques, or machinery with a concern 
abroad, to contact me at the ce of Small Business, Economic 
a Administration, 800 Connecticut Avenue, Washington, 
D.C, 


Thank you very much. 

Mr. Evins. Thank you, Mr. McCormick, for your statement con- 
cerning the Economic Cooperation Administration. 

Now, we have a request from Mr. Fred A. Henninger to be heard. 
Will you give us your full name and organization for our record, 


please ? 


STATEMENT OF FRED A. HENNINGER, GENERAL MANAGER, 
CHARLOTTE TANK CO., CHARLOTTE, N. C. 


Mr. Hennincer. I appreciate, Mr. Chairman, the opportunity of 
speaking here today. In listening to the different statements that 
have been made by other people here, I have wondered how im- 
portant my own particular problem is in relationship to the whole 
thing, and I am hopeful that something I might bring out here might 
be of some benefit in solving our problems as a whole. 

Starting last August, the steel mills from whom we buy materials 
have run the gamut of not being able to supply us to the opposite 
pee of offering us extra supplies. That seems completely ridicu- 
ous, in the face of the published requirements of the defense effort. 
At least, that is the way it seems to me, and that is just a personal 
observation. 

There was one mill in particular who could not ship any raw 
materials to us the last 3 months of 1950 and did not ship anything 
in January of this year. They gave me in February and March about 
25 percent of what I received each month the last year, and then it has 
offered me an increase in the month of April to 50 percent of what 
I received in that particular month last year. 

Another mill at the same season, last fall, in the fourth quarter, 
increased the amount of material they made available to me to double 
what I had been receiving and has continued shipping that material, 
up to the month of April; and they have canceled me out in the 
month of April. 

Still a third company has given me exactly what they had com- 
mitted for the last 8 months each month and eos shipped it early in 
the month. 

So, you have these variations. I am quite frank to tell you that I 
do not know what this means, but you cannot run a business that way. 

I would like to know where all of this material is going. We are told 
or we read in the publications that 10,000 tons of steel plate is being 
allocated each month for railroad cars. And we read that there is 
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only between 2,500 and 3,000 tons of this material being consumed each 
month. 

What | want to know is, how long are they going to stockpile raw 
materials and not make them available for civilian production ¢ 

You understand, I have no proofs of these things because at the level 
I am in, it is impossible to get any proofs. 

I have contacted 16 different offices of the Government. I put my 
name or the name of my firm down and I filled out all of the forms that 
they have given me to fill out for defense jobs. Also, we subscribe to 
a Government general service. So far, there has not been a single item 
in the general service that we could get, from our point of view. 

We do not want to continue manufacturing civilian goods by choice, 
we do not want to do anything but do what we can to help, but up to 
this time we have not been able to secure any Government work of 
any shape or description in steel-plate fabrication. 

e have been asked by a good many individuals that we contacted 
in Government agencies what we did for the Government in the last 
war. Well, we did not start this business until 1946. There is the an- 
swer to that. 

We have been asked how many engineers we have for research and 
development. We don’t have any, gentlemen, because we build a 
standard item and we build a lot of it. 

It looks to me like instead of the evidence and information being 
obtained by the Government from business firms as to what they can 
do being used, it seems to me that it is of no consequence. It seems as 
though the direction is coming from the top without any understand- 
ing of what the problems are in these particular fields. They are col- 
lecting the information and not doing anything whatever with it, it 
seems to me. 

As far as our own company is concerned we have filled out to the 
Government reports outlining our facilities. We would like to know 
which way to turn, we would like to know what we can do. 

All of our suppliers are contradictory. Sometimes the materials 
are available; sometimes they are not. On the one hand one firm tells 
us that they cannot give us electronic tubes which are needed for our 
welding, welding machinery, and we would turn around and buy 
them from someone else. 

I want to tell you quite frankly that I don’t think I am aiding a whole 
lot in clarifying this situation, but I am simply trying to present to 
you, in a few minutes, the problems we are up against. 

Mr. Evins. Mr. Henninger, you have presented a problem which 
has come up in many instances these days, the question of whether or 
not there is hoarding: You are making the suggestion that many 
critical materials are being hoarded. Tou say that some of your 
suppliers are able to provide you with materials and others are not. 
You also say that the direction is coming from the top. 

Well, it is very important that the top receive information from 
the base, from my point of view, and that is one advantage that this 
forum will goorid: 

I want to say that recently our committee in Washington held 
hearings in which we had representatives of the Defense Department 
and also representatives of the stockpiling agencies of the Govern- 
ment, and our purpose was to ask where this steelplate was going. 
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Now, I cannot give you any figures, you understand, but we do 
know that in these times the military department is requiring certain 
critical materials, and that is the reason why those materials are 
beginning to taper off and we are having a shortage. 

Je, as patriotic Americans, want the military to have what is 
necessary for their purposes, and we certainly want them to have an 
adequate bank, so to speak, or stockpile of those critical materials. 

On the other hand, we also want to insure that the amounts that 
are in excess of the military requirements be used in small business ; 
and we want to see to it that their activities, the activities of smal! 
business, are not curtailed. That is the problem we are working on 
here. 

Any specific suggestions or recommendations that you have to 
make to the committee along those lines we will certainly appreciate. 

Mr. Hennincer. There is only one further observation that | 
could make. I have no recommendations. 

My little firm paid a good many thousands of dollars in taxes last 
year and if I do not continue to get raw materials, Uncle Sam is not 
going to get that money this year, and he is not going to be able to 
pay for defense unless I get money—me and all of the other smal! 

usinesses. 

Mr. Evins. How many tons of steel is your monthly or quarterly 
requirement ¢ 

Mr. Hennincer. About 300 tonsa month. 

Mr. Evins. And how much of that 300 tons are you securing ? 

Mr. Hennincer. About 140. 

Mr. Evins. About half? 

Mr. Henninecer. Yes. 

Mr. Evins. As the stockpiling increases, we may get some relief 
and as the increased production gets under way, the situation may be 
eased. 

Now, Mr. Hughitt is not here or I would ask him for some further 
observations. 

Mr. Curtis, do you have any questions? 

Mr. Curtis. I would like to ask just one question. 

When you found that you had to go around for these materials that 
a supplier would not give you, did you run into increased prices on 
those items ¢ 

Mr. Heynincer. No, sir, not as far as the steel mills proper are 
concerned, 

Mr. Curtis. How about those electronic groups, for example ? 

Mr. Hennincer. There is no price question involved on those. 

Mr. Curtis. It is just a question of finding a‘source for those elec- 
tronic tubes ? 

Mr. Hennincer. That is right. Our suppliers, as far as prices were 
concerned, have given no indication that they were trying to take 
advantage of any particular extras or anything like that at all, no 
indication of that at all. 

Now, it is true that there have come into being some firms that are 
offering materials of a comparable kind at higher prices than you pay 
for the material when you get it from the steel mills. But, there have 
always been, since I have been in this business, steel speculators, and 
I am not going to say that it is a black market and I am not going to 
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say they are asking too much money. It is more money than we want 
to A 

7 Com I wonder if you can give me any suggestion, consider- 
ing the present system of slhenetlen and so on, how it is that the steel 
speculator gets the material. Do you have any idea? 

Mr. Hennincoer. I have been trying to find out, and I have spent 
lots of money to find out, and I cannot find out. 

Mr. Evins. Let us take up the question of substitutes. Can you 
use substitutes in your business? 

Mr. Hennincer. No, sir, we cannot. We build an item that takes 
an alloy steel and we cannot get our needs from the black market 
anyway, because of the fact that there is a registration of the quality, 
from test samples. That is, test samples are made by the mills that 
produce it and if they were sold by the black market, it would have 
the number, and we could find out who made that and turn the in- 
formation over and you could prosecute that. 

Mr. Evtns. We have Mr. Bartlett of the NPA present. 

Would you care to make any comments? 

Mr, Bartiertr. Well, Mr. Chairman, we know that the steel in- 
dustry is trying to = as much plate as possible, which is in- 
dicated by the fact that they have limited the production of the sheet 


Of course, we have taken into consideration the demands made on 
suppliers for steel for, first, the defense programs, and, secondly, for 
the defense supporting program and, third, of course, what is left for 
normal civil requirements. 

Do I understand that you have no defense orders whatsoever? 

Mr. Hennincer. No. 

Mr. Bartierr. You come under the third class? 

Mr. Hennincer. That is right, and I might add that I have con- 
tacted between 18 and 20 plate fabricators and shops of the same gen- 
eral type. Most of them are larger than we are. I found that only in 
one they had any defense business. Apparently the requirements 
of the Defense Department are not in steciplati at this time. 

Mr. Bartierr. Do any comparable industries in this group expe- 
rience the same difficulty in procuring plate? 

Mr. Hewnnicer. I don’t know, sir. i have been pretty well attend- 
ing to my own business. 

r. Bartietr. Well, what I am trying to get at is this, that if you 
are an undue hardship case, we would like to discuss the matter with 
you. 

Mr. Henninoer. Well, I don’t know. I know that I have been 
writing and going around and spending a lot of money and time secur- 
ing materials and trying to get Government contracts. 

Mr. Barttetr. Well, that is the reason we are here, to help you in 
—_ procurement difficulties. We will be glad to discuss the matter 
with you. 

Mr. Evins. Thank you, Mr. Henninger, for your comments and 
suggestions. You say you have no recommendations to make to this 
committee. 

Mr. Henninoer. That is right, sir. My purpose is to be as helpful 
as possible and to present our problems; but I do not have any sug- 
gestions. 
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Mr. Evins. Thank you for your statement, Mr. Henninger. 
Our next witness will be Mr. Malcolm McQueen. Will you give 


your name and organization for our record, Mr. McQueen ¢ 


STATEMENT OF MALCOLM McQUEEN, SOUTHERN WELDING & 
MANUFACTURING CORP. 


Mr. Evins. Now will you proceed ? 

Mr. McQueen. Mr. Chairman, our problem is very much similar 
to the problem of the gentleman who represented the Charlotte Tank 
Co., except that he says that he has been able to get some steel and we 
have been able to get none, direct from the mills. 

The business we are engaged in is a small business, the smallest one 
I have heard about up in 

Mr. Evins. What do you manufacture ? 

Mr. McQueen. Fuel storage tanks used for storing oil fuels, curing 
tobacco and heading homes. 

Our effort for the past year, or for more than a year, has been 
directed largely at trying to obtain some steel direct from the mill with 
which to operate and with which to build these tanks that we manu- 
facture. We have not been able to get any steel direct from them. 

Mr. Evins. Mr. McQueen, how long have you been in business? 

Mr. McQueen. Well sir, this corporation was formed a little over 
a yearago. It took over another concern and changed the name. That 
is the reason that they cannot give us any steel, because we are not 
old customers, under that name. 

Mr. Evins. Who are your normal suppliers? 

Mr. McQueen. Tom, Dick and Harry. [{ Laughter. ] 

Mr. Curris. How long had that other business you bought been 
in existence ¢ 

Mr. McQvuren. Three or four years. 

Mr. Evins. Your powers of persuasion on the normal suppliers 
have been inadequate ? 

Mr. McQueen. It has been nil; we don’t have any. Now, I have 
been contacting, for this concern, all the way from Youngstown, 
Ohio, to Atlanta, Ga.—telegrams and letters and personal calls, every- 
thing and every way that has been suggested—and my observation is 
as to the way the steel is going, that some of the tanks are being made 
by companies that are either subsidiaries or that are interlocking 
with the mills. 

I think that—let me say that in a large number of these tanks that 
we put out, we use chiefly the 14-gage steel, when we can get it—as 
I say, I think that we small businesses are being forced to buy steel, 
when we can get it, at dealer prices. I will not call it a black market. 
—but it is gray market prices, and we are having to compete with 
concerns who are getting the steel directly from the mill. 

Mr. Evins. Thank you, Mr. McQueen. 

Mr. McQueen. Thank you, Mr. Chairman, and my suggestion 
would be that there ought to be some legislation of some order requir- 
ing some allocation to be made to the little man. 

Mr. Evins. You are in favor of a requirement of law, for instance, 
that 25 percent of all the production should go to small business‘ 

Mr. McQueen. Well, sir I do think that we ought to be able to get 
some. I don’t know what the proper percentage would be, but we 
would like to have a little. 
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Mr. Evins. It is a very serious problem that you have presented, 
and we are very sympathetic to that problem and your other problems. 
The picture which you have unfolded is similar to the pattern of the 
picture presented by the man who spoke just before you; isn’t that 
correct ¢ 

Mr. McQueen. Yes sir; except that he is getting some and we are 
getting none. 

Mr. Evins. Well, thank you, Mr. McQueen. 

Our next witness is Mr. Brice P. Beard. 


STATEMENT OF BRICE P. BEARD, TAYLOR MANUFACTURING CO., 
SALISBURY, N. C. 


Mr. Evins. Give your name and organization for our record, please. 
Mr. Bearp. Brice P. Beard, Taylor Manufacturing Co., of Salis- 
bury, N. C., “Uncle Bob” Doughton’s district, who brings you greet- 
ings. 
Mr. Evins. He is a great American. 

Mr. Bearv. We deeply appreciate the remarks you made earlier in 
the day about our complete congressional membership, Mr. Chairman, 
in Washington, and we appreciate also that this committee is down 
here. We also appreciate the fact that this committee has a little 
southern leaning—I think that is true, isn’t it—Tennessee, Mis- 
souri—well, that was on the border line during the Confederacy— 
Truman’s home State. 

Now, these two gentlemen that just spoke to you, just before me, al- 
most told my story. 

I am in the bottling-supply business. I have been since 1918 fur- 
nishing machinery for the bottling industry of this country. 

During the last World War, I found that I could not get any metals 
and I went out of business. And 1] am asking you this question: 
Why did I become a manufacturer? I ask that now because it looks 
like I am going out of business again on account of this little ruckus 
that we are having in the Pacific. 

We make what is known as the Taylor automatic case loader. It is 
a machine designed to save labor, and I will probably get in wrong 
when I say that we in North Carolina make machinery to save labor. 
The Wright Machinery Co. here has at one time helped us build this 
machine, and now they are engaged with the Sperry Corp. of America, 
who are not quite as big as RCA 

Now, we are just small country boys from a country town, trying to 
get along, with a machine that will save labor. 

We are wondering where we can get some brass, some stainless steel, 
some little metal to carry on this little business. 

Now, RCA. is our largest competitor, and they with their big pur- 
chasing power, being one of the largest corporations in America, have 
put the stuff aside, to put us out of business, because they can get the 
steel and we cannot. So, we are in two troubles; we are in trouble 
with the largest corporation, the biggest competitors, and we are in 
trouble because we cannot get anything to manufacture these machines 
to save labor. 

Now, when I say that the machine will save labor, I ask you people 
to consider this: That with my machine, with the labor that it saves, 
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I can furnish three men to the armed services, and they are the type 
of boys whto don’t have very much education and they have quit high 
school in the early days and they take these bottles by hand and they 
set them into the back of the machine—but they make mighty fine 
soldiers. 

Now, I am wondering whether or not, when I see one of our sup- 
pliers, I am doing wrong or not, when he says, “Have you a DO?” 
And I say, “No; we have no DO.” And then the supplier says, “Well, 
all you have got to do is to write on this form, if you want materials, 
‘DO-97’ and sign your name.” 

Now, I don’t know if I do that whether I am going to spend time 
in the penitentiary or have to pay a $10,000 Pi gt t know because 
I don’t know what the hell the whole thing is all about. 

What I would like to have is to have somebody here tell me—maybe 
the Navy can help me out—what I can do. If I sell a man a piece 
of machinery and if I do like this man says, “Sign this M-97,” and | 
sign it and it goes to the bottler—well, the bottler is not doing any- 
thing for the war effort, although he is supplying a very fine beverage 
for the country—well, I don’t want to go to the penitentiary and | 
don’t want to pay any fines, but I don’t know what it is all about, I 
don’t know whether I am acting right or wrong. Somebody should 
be able to tell me. 

All of the suppliers here of machinery in North Carolina are in the 
same fix that I am—we have got to get a DO from the man that we 
are shipping the machines to. 

Mr. ‘and May I interrupt you, Mr. Beard, in case you have not 
finished. I might say that we can look at it in another way, that 
because of this emergency situation and because of the war that is 


going on in Korea, the Military Establishment is taking a great deal 
the 


of critical supplies such as steel and aluminum and various other prod- 
ucts for their needs and, in addition to that, we are stockpiling for 
future emergencies. Because of that, there is only a limited supply 
and because of the limited production of these items they have estab- 
lished a system of priorities so as to divide that limited supply among 
the three categories that Mr. Bartlett has described. 

Now, perhaps you are listed in the third category as the manufac- 
turer of a machine which uses steel. 

Mr. Bearp. That is right. We use stainless steel, too. 

Congressman, I thoroughly understand the picture, and I under- 
stood it before I came up here. I am merely wig to get cleared up 
on one thing, that DO business—this DO-97. I can’t read that; I am 
- not a lawyer, I am just a country boy. 

Mr. Barter. If I may say to the witness, the DO-97 has reference 
to maintenance, repair, and operation which is required in the pro- 
duction of defense commodities or defense support. 

Mr. Bearp. Oh, you mean 

Mr. Evins. Off the record. 

(Discussion off the record.) 

Mr. Taytor. Mr. Chairman, I am president of the Taylor Manu- 
facturing Co. I specifically want to understand this DO-97 business, 
just like Mr. Beard. 

Mr. Evins. Suppose that you and Mr. Beard consult Mr. Bartlett, 
off to the side there. 

(Discussion off the record.) 
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Mr. Sournwarp. Mr. Chairman, my name is C. L. Southward. I 
am with the regional office, United States Department of Commerce. 

This DO-97 came early in regulation 4. The purpose of DO-97 is 
to allow all businessmen, churches, schools, governmental agencies, 
everyone except a consumer, for his own personal use or for his home, 
the authority to use a DO to obtain maintenance, repair, and operat- 
ing supplies to maintain the existing plant on a basis or theory that 
it is better to let them get a small part in order to keep the machinery 
going than to have a breakdown and have to replace that machine 
with a larger tonnage of steel. You cannot use a DO-97 to get mate- 
rials to produce an item of production. 

Mr. Taytor. Well, we use one particular item that we get from a 
subsidiary of the United States Steel in Illinois. We cannot use any 
other item, there is no possible chance of getting it elsewhere. 

Now, when we buy that particular item which we cannot get‘ from 
any other manufacturer—well, they come along and they send us 
back the order; they say, “Sign this DO-97.” 

Mr. Sovrnwarp. Perhaps you have a hardship case. 

Mr. Evins. You may confer with this gentleman privately con- 
cerning his specific problem. 

Mr. Tayvor. Thank you, sir. 

Mr. Evins. You may resume, Mr. Beard. 

Mr. Bearp. So, it looks like we are going out of business unless we 
can procure the material to build a machine that will save manpower 
for the armed services. 

In this connection, I have heard today—I suppose I can say this— 
there were quit a few conferences in here among quite a number of 
people representing different industries—furniture dealers and so 
on and so forth—so I guess 1 can say something, too. 

I would like to tell you gentlemen here when you get back to 
Washington—Mr. Doughton is getting ready to write up the tax bill— 
just remember that here in the State of Carolina the bottlers’ associa- 
tion is still selling carbonated beverages at 5 cents, with no increases 
since infancy. 

I certainly than you gentlemen for. your time. 

Mr. Evins. Thank you. 

We have a statement from the Raleigh Auto Supply Co., signed 
by L. T. Zucker, which will be included in the record. 

(Statement referred to is as follows :) 

RALEIGH AUTO Suppty Co., 
410 8. Salisbury Street, Raleigh, N.C. 
To the Chairman of the Small Business Committee: 


As I have spent the morning here, and I do not have time to spend the rest 
of the day here, I wish to make a brief statement. For over 20 years I have 
been a small-business man and I am getting tired of it. I have been in the 
wholesale automotive supply business, and have found the competition with 
big business tough and ruthless. Our customers consist of car dealers, garages, 
and service stations. 

With the car dealers we are told they must use genuine parts. This term 
“must” can only be put out by big business. We may have the same item in 
stock, made by the same manufacturer; however they can stamp genuine Ford 
or GM on the box and eliminate competition. In recent years, the car manu- 
facturer has gone after the wholesale business, too, by asking their dealers to 
become jobbers. Should the dealer go off the beaten path and buy too much 
from his local jobber, he does not receive a letter telling him he cannot do so, 
but is just told he will receive fewer cars the following month. Although this 
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would be hard to prove it is common knowledge in the industry. The majority 
of the service stations are controlled by the major oil companies. They not 
only sell their gas, oil, and petroleum products, but have gone into every other 
business to sell these service stations. For instance, the Standard Oil (Co. 
sells Champion spark plugs. These Champion spark plugs are in Atlas boxes, 
Not that it enhances the name of Champion, but by putting them in Atlas boxes 
the Standard Oil Co. is able to check to see that the spark plugs are purchased 
from the Standard Oil Co. They have tires and batteries and all major items 
put up under their own brand. 

With all these obstacles, I have tried to find a solution by selling accessories 
since the parts business was very closely controlled. If I do happen to locate 
a good line of accessories and sell them, the car manufacturers immediately 
find it out and then buy and put it in a box marked “GM products” or “Ford 
products” and we are eliminated again. With the increasing costs in overhead 
and the difficulty in selling our products by competing with big business, I be- 
lieve that more attention should be given to the control of big business than is 
now being done. I believe that a manufacturer of petroleum should be allowed 
to sell petroleum products only, a tire manufacturer should sell tires to the 
jobber, and not retail them themselves. A car manufacturer should sell cars 
and replacement parts and not attempt to get out and control the entire auto- 
motive industry. The only other situation I see is for small business to become 
big business and that will take care of all the problems. 

RALEIGH AvuTo Suppty Co. 
L. T. Zucker. 


Mr. Evins. Our next witness is Mr. Surratt. 


STATEMENT OF A. A. SURRATT, SURRATT HOSIERY MILL, 
NEWSOM, N. C. 


Mr. Evins. State your name and organization for our record, 


please. 
Mr. Surratr. A. A. Surratt, Surratt Hosiery Mill, Newsom, N.C. 


Mr. Evins. You may proceed. 

Mr. Surratr. Now, I do not know whether there is any other 
representative of the hosiery mills here today or not. I have no 
particular gripe. The thing I want to find out—there have been 
some things I have in mind that have been brought up and discussed, 
so there is no use bringing them up again—but the thing I had in 
mind and the information I wanted is this: 

We manufacture boys’ hosiery. We are located at Newsom, N. C., 
on Highway No. 8. It is about 20 miles from Lexington. The news- 
papers refer to it as “a remote section of Davidson County.” Of 
course, they only mention it when a criminal hides out down there or 
a sheriff cuts up a still, that is the only time it ever comes up in the 
papers. 

Here is one thing that I believe you will be interested in, and that 
is in the case of a hot war, we have a plant and manpower that can 
be used. As far as the boys’ hosiery business is concerned for civil- 
ian production, we would be expendable in case of a hot war. In 
the case of a hot war, we would like to be in a position to do some- 
thing for the defense effort. 

The question we have is this: We would like to know how to get 
going about getting information in regard to this, how to go about 
getting ready to do something or to be a stand-by in case of a total war. 

In case of a hot war, our raw materials would probably be. cut to 
the extent that production would be curtailed 50 to 75 percent, any- 


how. 
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We do have a group of good employees. They are country folks, 
they are not a migratory type of people. Most of them own their own 
homes and a small farm and they work there at the mill, and they are 
there year in and year out. 

Mr. Evins. May I make this observation, that the members of the 
committee feel that there should be a conversion and use of existing 

lant facilities, if that is required, rather than build up another River 
uge plant. 

Mr. Scrratr. Well, according to the information that we get 
through the newspapers, they give us the idea or the notion that in 
ease of a hot war, or an all-out attack, our impression was this, that 
there was to be a decentralization of industry, so as not to have it all 
concentrated in the larger cities. 

Mr. Evins. Followmg up my observation, it is our belief that if 
we could have a catalog or inventory of all small business organiza- 
tions throughout the country and of their manufacturing facilities, 
that it would be a very good piece of information to have in the event 
those facilities were needed. 

Mr. Surratt. I should think so, sir. 

Mr. Evins. Perhaps Commander Phillips has something to say on 
that point. 

Commander Pritts. Under the production allocation program 
which has been going for the military services since the last year, 
many, many hundreds of firms have had their facilities surveyed by 
various offices of the Defense Department and listed for production 
of certain items in the event of all-out industrial mobilization. 

In the case of your firm, if you were to apply to the Quartermaster 


Corps, Industrial Mobilization Office, in Atlanta, to have your plant 
surveyed for the production of hosiery either for current require- 
ments or in the event of all-out industrial mobilization, they will be 
= to make a survey of your plant and os you under the pro- 


uction allocation program, so that they will know your facilities and 
will be able to call on you at any time they have a need. 

Mr. Surrart. As far as making hosiery for the defense effort, really 
we are not interested in that, because I think I can assure you that 
in case of an all-out war, the way the hosiery business is handled 
there will never be a shortage of men’s hosiery. Now, we are not 
equipped to make men’s hosiery. We make boys’ hosiery. 

But, we do have help that are skilled in working with their hands, 
and they could do some type of assembly work or something like that, 
in the event of a hot war. 

Commander Prituips. Well, in converting the plant, regardless of 
what you would be doing, in the event of a hot war, the quartermaster 
in Atlanta would still be your best office for you to go to to have your 
facilities registered and surveyed under that program, because prob- 
ably they will buy most of the items that you would make. 

Mr. Evins. We wish to thank you for your splendid statement as a 
patriotic small-business man. 

Mr. Surratr. Thank you. 

Mr. Evins. Our next witness is Mr. Toler, of Asheboro, N. C. 





338 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


STATEMENT OF F. G. TOLER, SR., ASHEBORO, N. C. 


Mr. Toter. Mr. Chairman, my name is Toler, of Asheboro, N. C. 

I speak individually. 

operate an excelsior mill in Asheboro. We supply—I would say 
that 90 percent of our production goes to the manufacturers of furni- 
.ture. ithout our product, the manufacturer cannot ship. 

Now, I don’t need money, I still got that, the RFC saw to that. | 
saw a representative of that agency and he looked out after that. 

What I do need is turpentine or linseed oil, but I can’t get that. 

Now, I want to say this, I want to repeat what I heard my good 
friend, Allison James, say this morning that unless I do get some 
paper, I am going to need castor oil, because the RFC is going to take 
over my business if I do not get paper. I think I am speaking for the 
entire group here, each and every one of whom realizes that there is 
a tremendous paper shortage. 

Where it is going to, I don’t know. I do know that a year ago we 
were buying it and we were paying $137 a ton for kraft paper and to- 
day we are paying $250 a ton and we cannot get it. 

I want to relate one instance to show where I think some of our 
oe is going. Now, I am not speaking for some of these merchants 
rere, but I do think that some of them here will bear out this state- 
ment, that paper bags are short, and so are all other types of paper— 
and all of us use paper in some form. 

There are two mills in this State that are producing now around 
700,000 tons a day or a little over $100,000 worth of paper that goes 
into the manufacture of pint and quart milk containers—I don’t like 
milk out of anything made out of paper, anyhow, I like to drink my 
milk out of a bottle, so let us put the milk back into bottles, where it 
belongs. I think that there should be some form of legislation, and 
you gentlemen can get that for us, to put the milk back into bottles, 
to take it out of these paper packages, and then give us back our paper 
—if you don’t, I am going to need that castor oil, and I if I take that 
castor oil, I will need still more paper, sir. 

Now, here is another thing and here I may be trampling on some- 
body’s toes, but I would like to read this little item that I have here 
in my hand, and then after I have read that, I am going to sit down 
before I get knocked down, maybe. 

Mr. Evrns. Is it brief or extensive ¢ 

Mr. Tourer. Very brief. 

Mr. Evins. Go ahead. 

Mr. Torker (reading) : 

The House Appropriations Committee has discovered that the Internal Revenue 
Bureau in 1946 printed 500 million tax forms and 115 million instruction sheets 


to supply 47 million taxpayers. The Bureau had so many left it had to lease 
a building in which to store them—forms for which there was and could be 


no use. 

Mr. Evrns. Your source is the Reader’s Digest ? 

Mr. Toter. That is right. Now, I guess that is about all, but I 
would like to find out if I can get paper. I don’t know of any way of 
getting it. I want paper, if you please, and I would like to have you 
help me get paper. There are three of us manufacturers in the State 
who manufacture these excelsior pads, and unless we can get paper. 
we are going out of business. 
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Mr. Evins. Thank you for your statement. 

Mr. Tover. We need paper. 

Mr. Evrns. Our next. witness is Mr. Greenwood. 

Mr. Torer. I wish you would help us get some paper. 

Mr. Evins. Will you come forward, Mr. Greenwood, and give your 
name and organization for our record ? . 

Mr. Toter. And anything you can do to help us get our paper, we 
will ‘gg my: greatly, sir. 

Mr. Evins. I might say that there is a unanimity of opinion in 
this committee about cutting down expenses where they are unneces- 
sary and consolidation of agencies where that would seem necessary ; 
you and I agree on that, we are in accord. That is with reference 
to that little item you just read. 

Mr. Torer. I have one question, sir—can you tell me how I can 
get some paper! We want our paper. 

Mr. Evins. That is the only request we have had in that regard. 
We know that there is perhaps a paper shortage, not only on account 
of the Government uses but also because of the consumption by the 
daily press. The problem of paper is being studied. F inally, I 
cannot specifically aivect you to any source of supply at this time, 
but the committee will endeavor to be of help to you. 

Mr. Toter. Can you also tell me why we are having to pay twice 
as much for it—or would have to pay if we could get it. 

Mr. Evins. I cannot give you the answer in your industry, myself, 
Mr. Toler. We all recognize that many items are getting up and 
an effort is being made to prevent the inflation in all lines of endeavor. 

Now, Mr. Greenwood is our next witness. —_ 

Mr. Ross. Mr. Chairman, Mr. Greenwood would also like to file a 
statement. 


STATEMENT OF THOMPSON GREENWOOD, EXECUTIVE SECRETARY, 
NORTH CAROLINA MERCHANTS ASSOCIATION 


Mr. Greenwoop. Mr. Chairman, in view of your shortage of time, 
1 would like to file my statement. 

Mr. Evins. That will be very good. If there are any other witnesses 
who care to file statements, we will certainly include them in the 
record. 

Mr. Greenwoop. I came prepared, Mr. Chairman, but in view of 
the fact that Wesley Williams ae said about the same things as are 
in the statement I am filing here, and in deference to the Fact that 
you have got to leave, I will simply file my statement with you, instead 
of reading it. 

Mr. Evins. Thank you, Mr. Greenwood, and your statement will 
be included in our record as though read. 

(The statement is as follows :) 

My name is Thompson Greenwood. I am executive secretary of the North 
Carolina Merchants Association. We embrace in our membership 7,000 mer- 


chants and other businessmen throughout North Carolina. Our organization 
has affiliated with it 60 local trade associations. 


TAXES 


A survey recently completed by the North Carolina Merchants Association 
indicates that our members feel that little has been done toward reducing non- 
defense spending by the Federal Government. 
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Our study also shows that the merchants of this State would like to see the 
Government get on a pay-as-you-go method of financing our armaments program. 
If it absolutely requires a sales tax to achieve a pay-as-you-go program of financ- 
ing, then our merchants would go along with it. 

However, the merchants of North Carolina deeply feel that the Federal Goy- 
ernment should look to cooperative corporations for taxes before asking for 
one dime of additional taxes from merchants and other businessmen who daily 
have to courpete with cooperatives. While the amount to be gained from coop- 
eratives might be small—only approximately $375,000,000 per year—we think 
that more important than the income from this source of revenue is the principle 
involved. 

Our survey shows that our members—by vote of 70 to 30—favor a sales tax, 
if it must come, at the manufacturers’ level rather than at the retail level. We 
feel it would require thousands of additional Federal employees to police prop- 
erly collections of the sales tax at the retail level. That is the main reason we 
prefer the tax at the manufacturers’ end of the line. 


PRICE REGULATION 


As to price ceilings, our merchants are of the opinion that the Government 
should set up its machinery for distribution of regulations and for fully acquaint- 
ing the merchants affected with them several weeks before the program is actually 
put into operation. 

OPS Regulation No. 7, for instance, affects all clothing stores, furniture stores, 
and shoe stores in the United States. In its original appearance it stipulated that 
merchants affected by it who had not filed their pricing charts by March 29 
could not sell after that date any merchandise covered by the regulation. The 
only way they could get back into business with these lines of merchandise would 
be to file the pricing charts. 

My estimate is that not half the merchants covered by regulation No. 7 have 
yet had an opportunity to read it. Only a small percentage of these who have 
been fortunate enough to read it are able to understand it. The date for filing 
of pricing charts has been extended at the request of the North Carolina Mer- 
chants Association and other groups untii April 30. 

The OPS offices in North Carolina are not yet fully staffed. For a month 
now we have been trying in vain to obtain the services of a price expert to 
explain in conferences about the State regulations. 

The OPS regulations are too technical. They must be greatly simplified. If 
this cannot be done, then the whole program should wait until the merchants 
can be made thoroughly familiar with their provisions. 


Mr. Evins. The next witness is D. O. Alexander. 


STATEMENT OF D. 0. ALEXANDER, MANAGER, ALEXANDER 
WELDING CO., RALEIGH, N. C. 


Mr. Evins. Give your full name and organization for our record, 
please. 

Mr. Avexanper. D. O. Alexander, Alexander Welding Co., Raleigh, 
N.C. Iam manager. We are in the business of the manufacture of 
petroleum transport equipment. 

In times such as these we all know that 6 egy com is a vital asset to 


the national defense. It is also a major factor from a health stand- 
point, since so many homes are heated with oil. 

Now, I am not pleading for more material; I am appealing for a 
legitimate supply, or a legitimate source of supply. I have written 
to the National Production Authority and to the Office of Defense 
Transportation and I have been advised that there has been an allot- 
ment of steel, supposedly, that has been set aside for the manufacture 
of transport trucks and semitrailers. I have written and filed requests 
but so far no answers have been received. 

I have also been advised that under DO-97, regulation M-46, the 
petroleum handling equipment is, of course, limited to $100,000 per 
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single unit. I have also read that the mills have been advised to ignore 
DO-97—they are flooded with them. 

I want to know what role the petroleum-handling equipment in- 
dustry is going to take in the war and what relief we manufacturers 
of petroleum-handling equipment are going to get, or how we are 
going to be assisted in our supply of the raw material. I can buy all 
of the steel I want to, at a price 300 or 400 percent over the mill price, 
any amount, any size; but I can’t operate. 

Mr. Evins. This committee is interested in aiding small-business 
plants, small-business organizations such as yours, in continuing 
business during this emergency period and at all times. 

There are, as you know, certain supplies which the military is 
taking for their requirements, and steel is under the price freeze. If 
you have any information on the black marketing of steel, we would 
like to have it. 

Mr. Auexanper. Well, I don’t know what color the market would 
be, but I do know the sources of several suppliers. I have letters in 
the files to verify the facts. I got a copy of the American Metal 
Market of the New York Markets publicly advertising for sale, and I 
would venture to say at a 200-percent premium for any items adver- 
tised in that publication. 

Mr. Evins. Any questions, Mr. Curtis? 

Mr. Curtis. No questions. I will make the statement that we have 
heard these complaints wherever we have gone. We want to know 
how that steel is getting there, and we are going to find out. 

Mr. ALexanver. Well, my only question of any consequence was, 
What are we going to do about the DO-97 under Regulation M-46, 
as pertaining to the petroleum industry if the mills will ignore it? 

Mr. Evins. You are free to consult the governmental agencies who 
are present. 

We thank you for your statement. 

Now, our time is up. Some of these representatives from the Gov- 
ernment departments are going to catch a train, but others will be here 
for some little while, and if you have any specific questions, you may 
certainly feel free to discuss them with the representatives. 

We have appreciated you gentlemen coming here and giving us your 
statements and testimony on your problems. We are sympathetic to 
your problems. I think it has been emphasized that we want to be 
helpful during this period of emergency to the small business of the 
country. 

The committee will study your reports. If any of you desire a 
copy of the transcript, you may be able to secure it from the official 
reporter. . 

hese matters will be brought to the attention of the appropriate 
Government departments. 

Mr. Burier. Mr. Chairman, some of our people who came here 
today did not get an opportunity to give you their statements, and 
they have asked if they could file them for the record. One of the 

entlemen who came to me is a member of this commission appointed 
y the Governor who was unable to testify this afternoon. 

Mr. Evins. They will have the opportunity to file those statements. 

Mr. Butter. I would like to have the authority to take their state- 
ments and file them. 
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Mr. Evins. Well, you will certainly be given the authority to do 
that, and we give permission to file the statements, of any number of 
witnesses who have not had the chance to be heard at the heariny. 

The record will be kept open for your statements, or any statements 
that are submitted by any small-business men. 

( Discussion off the record.) 

Mr. Evins. After we adjourn, you can retire to this other room 
and have an off-the-record informal question-and-answer discussion 
with representatives of Government departments with respect to your 
specific problems. 

Mr. Southward has a word to say. I believe we have time for him. 
Go ahead, Mr. Southward. 

Mr. Sournwarp. I am from the regional office of the Department 
of Commerce. I think I can clear up a lot of questions that were 
brought up here, with this statement. 

The Department of Commerce is an old-line governmental agency. 
Our primary purpose and objective is to foster the development of 
small business, That has been our job. 

Now, with the creation of the National Production Authority, 
which has been placed in the Department of Commerce, we now have 
a control agency in our Department, but yeur field offices are still 
carrying out both functions of the Department, the controls and the 
old-line activities. 

Therefore, I suggest that any problem that you have in connection 
with the operation of your business or in connection with any of these 
NPA orders that are causing you difficulties, that you contact us and 
we will give you copies of the orders, and we will help you to inter- 
pret them. 

Furthermore, if you have an unreasonable situation or unusual, or 
a hardship case, we will act on your behalf in presenting your prob- 
lem to Washington with a view toward relief. It is our job to help 
you—the Department of Commerce—to help business. 

I am from the regional office in Richmond. We have two offices 
in North Carolina that can help you, one in Raleigh, and one in 
Charlotte, and those two offices will be very glad to help you, not only 
on NPA orders but on all Government procurement or any other busi- 
ness activities in which you need assistance. We are not out here to 
lead you by the hand, but we are here to help you, and we can solve 
many of the — that have been asked. We get them every day. 

So, if you have problems, if you will come in and sit with me in 
my office, I will listen to your questions—of course, these offices in 
Raleigh and Charlotte are included when I say “my office”; I really 
mean “our offices”—-and we can get the answers to your questions. 

Mr. Evins. May I say again, as I have several times already, that 
the committee is very interested in having answers on the spot in the 
field, rather than having these men go to the myriad governmental 
agencies and departments in Washington, and we believe that provid- 
ing the information in the field, on the spot, will be much more rea! 
help to small business than having to go to Washington for it. _ 

Mr. Sovurnmwarp. We can do that for them, Mr. Chairman. We 
can answer those questions, and if we cannot answer them right then, 
we have a teletype machine with a direct contact to Washington, and 
we can get the answer back in 1 or 2 days. We have been fortunate 
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in getting speedy answers, and I think it will save them time and 
money and effort if they will contact the local offices rather than goin 
to Washington, because if they do go to Washington, they will tel 
them, “Go to your field office.” 

(Discussion off the record.) 

So tg I am advised that the Governor’s committee is not com- 
in, ; 

ow, if there are any other statements or any questions that you 

wish to have included in the record, if you will write them down 
and hand them to Mr. Ross they will be included in our record later. 

(A letter submitted at this time is as follows :) 


FURNITURE BY TOMLINSON, 
High Point, N. C., April 3, 1951. 
Hon. MIKE MANSFIELD, 
Member, House Committee on Small Business, 
House Office Building, Washington, D. C. 

Dear Mr. MANSFIELD: The price- and wage-control measures which were 
ushered in with such fanfare and enthusiasm last January 26 have created such 
a miserably confusing and hamstringing condition that we are finding it almost 
impossible to carry on our business intelligently. 

Countless hours of paper work, consultation, and attempted interpretations, 
all, are subtracting from our time and efforts available for the important matter 
of production (the best price control there is). 

Even today, 2 months after the issuance of the order, no one in the furniture 
industry has yet been successful in getting interpretations from ESA of two basic 
points in the first price control regulations: (1) ‘what is a “commodity” and 
(2) what ~ a “category” as intended by that regulation to apply to furniture in 

cular 


Demand in our industry has fallen off sharply in the past 30 days and there 
is, at the present time, no upward pressure on prices. In spite of this, we are 
unable to determine with any satisfaction just what our price ceilings are on 
specific items. Consequently, we are operating right much in the dark. 

In addition to this, great numbers of people are being taken out of productive 
service and put into the Economic Stabilization Agency. There they are going 
to promulgate still more regulations, requiring still more staff to try to enforce 
them, and take up still more of everyone’s time trying to keep up with their 
latest ideas. . 

Fundamentally, the picture looks pretty dark for our free market system. If 
we must have price and wage control under conditions as they are today, then 
it is dubious that we can ever look forward to living without those controls; we 
shall probably have “today’s conditions” for some time to come. 

The tremendous productive capacity of this country is double and better what 
it was in 1942 in all lines of business. But with material and equipment and 
ammunition not being destroyed like it was when we were fighting a world-wide 
war, it is inconceivable that there is any real need for controls and Government 
regulation to the extent we have them today. 

It is simply impossible for a group of men in a Government bureau to master- 
mind the entire economy of this country. Even in all-out war, it would only be 
the lesser of two evils. And without the curse of an all-out war, it is definitely 
the greater of two evils. 

I don’t know what your thinking is on the subject, but I would appreciate your 
earnest consideration of the matter. I hope you will conclude that the strait- 
jacketing of our American economy under these circumstances is a far worse 
penalty to our nation than the workings of a free economy. Even though a free 
economy does have it extreme moments, the laws of supply and demand will more 
accurately and more quickly and more satisfactorily make those adjustments 
(short of an all-out war) than bureaucratic master-minding. 

The present wage- and price-control law which expires on June 30 should be 
permitted to pass out of the picture. Our people simply cannot stand the spawn- 
ing and nurturing of another bureau which will take people out of productive 
—— and place another burdensome bureaucracy on the shoulders of the 
Nation. 


86267—51—pt. 1—_—-23 
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If there are any facts or further information which I can contribute to your 

thinking on this subject, I should like to have the opportunity to do so. 
Your very truly, 
WittuaM A. Tomirnson, President. 

Mr. Evins. Now, I will call on Mr. Ross, and then we will be ad- 
journed. 

Mr. Ross. Congressman, I want to say that I believe that this has 
been a very valuable day for us. 

I think that any of us here who is mepenenetins the State and region- 
al levels, if you will go to the Maneo Room, we can get together and it 
will give us the opportunity to make further contacts with this group 
of people from all over the State. We can talk directly with you 
people who are located in Charlotte, Raleigh, and Atlanta, and also, 
of course, any of the Washington people who care to join us are wel- 
come. We will pick up where this conference leaves off. 

I want to say to you people in connection with the Small Business 
Committee, that it has been a great help to us to have you come here, 
and we have great confidence that we can look to you for solution of 
many of these problems that confront small business. 

(Discussion off the record.) 

Mr. Evins. The hearing is adjourned. 

(Whereupon, at 3: 50 p.m., the subcommittee adjourned.) 





PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


MONDAY, APRIL 2, 1951 


House or REpPresENTATIVES, 
Suscommitree No. 1 oF THE 
Setect CoMMITTEE ON SMALL Business, 
Covington, Ky. 

The subcommittee met, pursuant to call, at 10 a. m., in Kenton 
County Circuit Court, Covington, Ky., Hon. Joe L. Evins, of 
Tennessee, presiding. 

Present: Representatives Evins and Horace Seely-Brown of Con- 
necticut. 

Also present : Victor P. Dalmas, executive director of the select com- 
mittee staff and Duncan Clark of the staff. 

Present representing Federal agencies: William T. McCormick, 
Deputy Special Assistant to the pn nl Office of Small Busi- 


“ 


ness, Economic Cooperation Administration; Walter J. O’Donnell, 
Manager, Office of Small Business, Reconstruction Finance Corpora- 


tion; John S. Bartlett, field representative, National Production 
Authority ; Major L. T. Robinson, Department of Defense; and Robert 
L. Pendergast, Regional Director, General Services Administration. 

Mr. Evins. The committee will come to order. 

Ladies and tlemen, this is a subcommittee of the House Com- 
mittee on Small Business of the House of Representatives, and we, 
the committee, and members of the staff, and representatives of Gov- 
ernment agencies here, are pleased to be in Covington, Ky. 

We certainly want to express the appreciation of the committee 
to Judge Goodenough, and to the sheriff of this county, and to others 
= have made the facilities of this courtroom available to us for this 

earing. 

We am want to thank representatives of the chamber of commerce, 
and particularly my colleague, J. Brent Spence. He is an excellent 

ntleman, as you Scare oak all know, and a very outstanding 
Member of the Honse of Representatives. He asked the subcommittee 
to come here to his district to hear any complaints of small-business 
men during this mobilization pediod. 

Mr. Spence is chairman, as you perhaps know, of the House Bank- 
ing and Currency Committee, which is the committee that would have 
jurisdiction over any legislation which this committee might recom- 
mend, 

So, we are pleased to be here. I am advised that there is not an 
extensive list of witnesses to appear before this committee at this 
time. We have some few who wish to be heard, and if we do not have 
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a sufficient number to occupy the committee throughout the day, if 
there are others who tomorrow want to be heard, we are going to 
have a hearing in Cincinnati, and the committee will convene at the 
Gas & Electric Building in Cincinnati at 10 o’clock tomorrow. 

We are awfully pleased to be here. I want to introduce others of 
the committee and staff, and representatives of the different Govern- 
ment departments, before reading a brief statement for the record. 

My name is Joe Evins of Tennessee, acting as chairman of this 
subcommittee, and my colleague, Herace Seely-Brown of Connecticut, 
the minority member of this committee. Then we have Mr. Victor 
P. Dalmas, who is a Kentuckian and a very able staff member; Mr. 
Duncan Clark of the staff; Major Robinson of the Department of 
Defense, Office of Procurement; Mr. Jack Bartlett of NPA, Depart- 
ment of Commerce; Mr. Bill McCormick of the ECA; Mr. Walter 
O'Donnell of the RFC; and Mr. Pendergast of GSA. 

I believe that is all of the introductions. / 

Is there a representative from the Office of Price Stabilization here 
who is supposed to have come from the regional office to participate 
in these hearings? 

I want to read briefly this statement, in addition to what I have 
heretofore stated. These hearings are part of a series of Nation-wide 
hearings being conducted by the committee at the present time to 
receive testimony on the problems of small business, as related to the 


national emergency, and to learn first-hand of the extent of par- 
ticipation of small business in Government contracts and Government 
procurement. 

We want to determine whether or not the declared policy of the 
Congress—namely, that small business shall receive its fair and pro- 


portionate share of Government contracts—is being carried out. 

The committee is interested in receiving information on special 
problems of special small-business groups, or independent business 
enterprises, and a special subcommittee studies these problems. We 
shall endeavor to straighten out these problems, wherever possible, 
and also to be of assistance to small business wherever such assistance 
can be rendered. 

I should like at this time to take just a moment to express the non- 
partisan nature of this committee. Throughout the history of the 
committee the reports and studies of the Committee on Small Business 
have been a nonpartisan character, and the hearings have been con- 
ducted in an atmosphere of unity. 

This committee was created 3 days after Pearl Harbor, because of 
the difficulties which it was anticipated that small business would 
encounter during the recent war emergency. 

The committee was instrumental in the passage of the Smaller War 
Plants Corporation Act in the Seventy-seventh Congress. It per- 
formed a herculean task in aiding small business in financing contracts 
and in channeling needed materials to them in aid of the civilian 
population. : 

We of the committee sincerely believe that the small and independent 
business is the keystone of our competitive economy, and the back- 
bone of the American free-enterprise system, and if we are to preserve 
and foster our competitive system we must see to it that small busi- 
ness receives an equal opportunity with others in securing defense 
contracts and sufficient materials to fulfill them. 
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It is in recognition of these facts that these hearings are being held. 
This is your committee. It is a friendly committee. The testimony 
which you give will be taken down by an official reporter and tran- 
scribed as an official document of the House of Representatives, and 
called to the attention of the Congress, and where appropriate, to the 
executive agencies of the Government. 

We hope that you will freely appear and testify before us. 

Now we are going to call the first witness, Mr. Orville R. Harrod. 

Mr. Harrod, please be seated and state your name and address. 


STATEMENT OF ORVILLE R. HARROD, PRESIDENT, KENTUCKY 
AUTOMOBILE DEALERS ASSOCIATION 


Mr. Harrop. Not knowing what the procedure and order of busi- 
ness of this committee would be, I have prepared a statement here, 
which with your permission I will read. F hope it is not too lengthy. 

I stepped on the gentleman from Kentucky’s foot outside the door 
this morning, and I want you to know that it resulted in a political 
situation and not shots. 

Mr. Evins. Proceed, Mr. Harrod. 

Mr. Harrop. My name is Orville R. Harrod. I am a Buick-Pontiac 
automobile dealer in Frankfort, Ky., and have been in this business 
since 1916. Iam also president of the Kentucky Automobile Dealers 
Association, with headquarters at Louisville, Ky. 

Our association has a membership of approximately 600 dealers, 
which is about 90 percent of the dealers in Kentucky. I am sure we 
appreciate this congressional committee coming to Kentucky and 
making themselves available to us for discussion of the problems of 
automobile dealers and their customers. 

There are many phases of our business which we would like to have 
this committee know about. 

We would like to have you know that we consider that the auto- 
mobile is a vital and necessary part of the American way of life. 
There was a day when we sold “pleasure cars,” cars that were pur- 
hased for pleasure purposes so that the family might take a ride on 
Sunday afternoon, or visit their friends and relatives, but seldom in 
trade circles in the last 10 years has the term “pleasure cars” been 
used. 

Personally, I question whether there is any pleasure in driving an 
automobile now, due to the present crowded condition of the high- 
ways, the great number of trucks on the highways transporting ma- 
terials cit ann plies, foodstuffs, and so forth. 

I would rather discuss the measure of necessity of automobiles by 
using Frankfort as an illustration. I am sure that the conditions 
that exist at Frankfort are duplicated throughout the State and the 
Nation. Frankfort is the capital of Kentucky, and it has a popula- 
tion of about 12,000. Within the city limits there is hardly a vacant 
lot available, and what few remain are priced beyond the means of 
the average salaried worker. 

As a result of this condition, from the city limits and for a distance 
of 5 miles out each highway leading out of the city limits, there 
is a population equal to that of the city. This growth has taken 
place in the past 10 years. It is now hard to tell where the city 
limits stop. 
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These home owners built out in the country because they found 
building lots for much less than the price of city lots. They found that 
they could have a larger plot of ground on which to build their homes, 
In many cases they could have a cow and some chickens and a large 
garden and could avoid taxes and generally live for less than they 
could in the city. They could have a happier and more contented 
family life. These changes have been made possible by the automo- 
bile, as they have to get to their work in the city and home again 
in the afternoon. 

It has been our experience that these people organize ride clubs to 
cut the cost of transportation to and oe their jobs. They have 
worked out many ingenious plans to accomplish this purpose. One 
week one neighbor will use his car, and the next week his neighbor 
will use his car, and so on until the cycle is completed. 

In some cases one neighbor will provide the car, and his riders will 
share the cost of the purchase and operation of the car. The result 
is that these workers are able to live in neighborhoods where the cost 
of living is not so high, whereby they can effect savings by raising 
their own gardens, pay less taxes than they would in the city, and 
have a freer and happier sort of life. 

There are many evidences in Frankfort that this is true, for if you 
were to see the highways leading into Frankfort during the morn- 
ing hours from 7 to 8:30 o’clock, and again in the afternoons from 
4 to 5:30 o’clock, when these people are going to and from their jobs, 
I think you would fully appreciate the point I am trying to make. 

It used to be that Frankfort was not so large that you could not 
drive from one city limit across the city in 2 or 3 minutes; however. 
during the hours I have mentioned it quite often takes 30 minutes for 
making the trip. 

This was perhaps best illustrated during some of the bad weather 
during the past winter. On the days when the streets and highways 
were made impassable by heavy snows, and these people were unable 
to get to their work, I was told by several different industries that 
absenteeism reached 70 percent. I am sure that this was also true 
of the State Department workers. 

I had the oceasion recently to check our organization for a man 
who lived in the city and who might be available for emergency 
road service at night, and found to my surprise that only one of the 
10 interviewed lived in the city. I think this is a healthy condition, 
and one that should be encouraged rather than be curtailed. 

I can recall quite well some 10 years ago, when a member of a family 
living out in the county would secure a job in a factory, or in one 
of the State departments, that it was the first thought of the family 
to find a place in the city where they could rent an apartment or 
small home and move the family in so that the daughter, son, father. 
or mother could get to and from their work by walking or riding 
the city busses. 

This condition has been exactly reversed, due, I think, to the fact 
that automobiles are now dependable, and that the numbers riding 
make share-the-ride plans possible. 

I am sure that none of us would want to make it impossible for 
these people to get to and from their work. If it were not for the 
automobile, and these people were forced back into the cities, I believe 
the conditions would be unbearable. 
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There are many things that could destroy or upset the present con- 
ditions. One of them, of course, would be to make the cost of owner- 
“> and operation of automobiles too costly. 

his brings up one of the largest items that enter into the cost of 
buying an automobile, and that is taxes. I think that we will all 
admit that the automobile has presented an excellent object of taxation. 
Our cities and counties, State and Federal Governments, have found 
the automobile to be an excellent source of revenue. 

I think it is a job for all of us to keep the cost of purchasing and 
operating an automobile as low as sible to encourage the ownership 
of automobiles for our people. The automobile has made a great 
contribution to the American way of life. 

I think that our Government should be interested in making the cost 
of = operation and ownership possible for the greatest number of 

e. 

I think that the manufacturer of automobiles must keep his costs 
as low as it is possible for him to do, and I think it is the problem of 
the automobile dealer to keep in mind that he must cooperate with his 
customers in keeping their cost of purchasing and operating in reason, 
so that the greatest number of people may enjoy the advantages and 
the convenience of an automobile. 

Gasoline taxes have increased to where they represent 20 percent of 
the cost of every gallon of gasoline used. Tires, lubricating oil, city, 
county and State taxes have been increased, increased, and increased. 

When it was announced in the press, and on the radio, that the 
Federal Government contemplated increasing the excise tax on auto- 
mobiles to 20 percent, I think I saw omarertnts x 2 owners show the great- 


est alarm they have ever shown over anything pertaining to auto- 


mobiles. 

The next morning, after that announcement was made, and I am 
sure that other dealers had the same experience that I had, that people 
rushed into salesrooms trying to buy automobiles, both new and used, 
and get them delivered before this tax increase went into effect. In 
some way they got the impression that this was something that was 
going to happen quickly; in fact, I think that some of them thought 
that in 2 or 3 days the tax would go into effect. 

I am satisfied that other dealers like myself had trouble in quieting 
their fears and convincing them that it would be a considerable time 
before their taxes would be increased, and it was hoped there would be 
no increase, but if there was an increase, it would be a small increase, 
and not one that would make it impossible to buy an automobile. 

I do not believe it is the intention of our Government to try to stop 
the American people from using automobiles. However, I do believe 
that it is time for automobile manufacturers, automobile dealers, Gov- 
ernment agencies, and everybody concerned with automobiles, to begin 
to consider what it is costing the American people to own and operate 
og cars and join in a united effort to try to keep these costs reason- 
able. 

I want to say just a few things with regard to automobile dealers 
generally : 

I was in a meeting several days ago in the southern part of the 
State with a group of dealers, and after we had finished the business 
of our meeting we visited and talked over the automobile dealer’s 
problems generally. 
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Most of the dealers in that meeting were old dealers like myself, 
dealers who had been in the business a long, long time. They began 
Se and think of what our business has been over a long period 
of time. 

In the years preceding World War II, the life of an automobile 
dealer was a hard one. He was about the only merchant selling any 
sort of a commodity who took back all the merchandise that he sold. 
In other words, I think what the automobile dealer was, and always 
will be, not the seller of automobiles, but a leaser of automobiles. As 
a matter of fact, he does not sell an automobile; he merely furnishes a 
customer an automobile for a period of time and replaces it with a new 
one for a consideration, takes the old one back, passes it on to some- 
one else on the same lease basis, until finally the car passes out of 
existence. 

This leasing of automobiles, not selling of automobiles, was not 
always a profitable operation. I can recall quite well in the 15 or 20 
years before World War II when on an investment of some $75,000 or 
$100,000, which was necessary for a dealer to have invested in a busi- 
ness the size of mine, with from 100 to 125 news cars each year, the 
profit after a reasonable salary was two or three thousand dollars a 
year. In fact, I recall quite well when at the end of the year we 
would take an optimistic view of our inventory, and of our stock on 
hand, to show where we had made two or three thousand dollars, in 
order to convince our banker that he should carry on with us for a 
while longer. 

When World War IT had not much more than started, as far as the 
American people were concerned, our sales were stopped, manufac- 
ture of new cars was stopped completely, and I do not recall any other 
merchant who was completely put out of business by the war activity. 

Our plants were not such that we could convert them to other 
lines of business easily, and a great many dealers’ businesses were 
completely confiscated. Other dealers continued to service auto- 
mobiles, but were forced to curtail their operations to a point where 
they could just get by. 

They did this for a period of 3 or 4 years, and in 1946, when cars 
came back, there was a great shortage of automobiles created by the 
stopping of manufacture for four years. There was a great demand 
for new cars and each dealer was his own salesman. He needed no 
sales force. Therefore, the years of 1946, 1947, and 1948 were quite 
profitable to the dealers. 

However, in that period of time there developed a lot of new auto- 
mobile dealers, new methods of doing things. I am speaking now 
of the used-car dealers who entered the picture. These people, being 
new to the automobile business, found an excellent opportunity to 
make quick money, and some of the methods they used in merchandis- 
ing at that time were not the policies that were established by the 
dealers over a period of years. 

I think that in the 3 years of time that many questionable eee 
were developed that were not the responsibility of the established 
automobile ielen but, the manipulations and policies of dealers who 
were new to the business, and who had no intention of remaining in 
the business after the lush period. 

Then in the fall of 1949 the automobile business began to get back 
to a more sane and a more settled basis, and more like the prewar 
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days. Dealers began to eiploy salesmen and to do a lot of the things 
they did previous to the war in the conduct of their business. 
is condition existed until about March of 1950, and I think a 

lot of the old dealers enjoyed getting back to the old method of do- 
——e 

hen came the Chrysler strike, which lasted some 100 days, and those 
dealers whose factories were not affected by the strike had a heyday, 
and they were again able to make good profits. 

Then with the advent of the Korean War, a new demand for auto- 
mobiles was created, and I think right here was when the automobile 
dealers might recognize the Federal Government as being the test 
and best automobile salesman that the dealer ever had work for him. 

The first news that came out of Washington was the threatened 
curtailment of the manufacture of automobiles, and I think we all 
recall the wide publicity that was given this prediction in both the 
press and on the radio. People swarmed back into dealers’ salesrooms 
trying to get on the preferred list for a new car, and a false market 
was created. 

Of course, the automobile dealer, not having had anything to do 
with creating these thoughts in the mind of the public, delivered every 
car he could and realized the full and legitimate profit on every trans- 
action possible. 

Each time that the public has begun to quiet down a little bit, the 
automobile business has had a shot in the arm, such as the threat of 
additional taxes, the statements that a lot of necessary materials for 
building new cars would be curtailed, and that new cars would be 
a compromise. 

The results have been that the business of the dealers has been 
stimulated and overstimulated, until it is my personal opinion we are 
oversold today. We have sold a lot of cars in a short period of time, 
which should have gone out in a more reasonable length of time. 

I think that what has actually happened is that the Government in 
its efforts to do a good job in getting our country prepared to win the 
Korean War and the defense planning, has paid too much attention 
to the automobile business generally. I think that they have upset 
the applecart. I think if they had let the automobile take its place 
along with other business, not having singled us out for special atten- 
tion, I believe that today the automobile business would be on a very 
even keel. There would not be a lot of excitement about new autto- 
mobiles. 

I think that the problems of conservation of materials and curbing 
of inflationary buying would have been much less than they have been, 
than under the conditions that have been created. 

I would like to see our Government takes its eyes and its attention 
off the automobile business, and put it in the general category of other 
legitimate businesses. I think they should let us go along and be good 
merchants and take our natural place in our orderly way. 

I think with that the American people would do a good job of buy- 
ing. They would buy automobiles when they needed them, rather 
than on a scare basis. 

Now, I would like to touch just for a minute on the question of reg- 
ulation W. Many referendums have been taken amon mart | 
dealers as to whether or not they wanted regulation W—and I am 
speaking about referendums that were taken back in the years 1946, 


1947, and 1948. 
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In those days about half of the dealers would vote for some sort of 
a sensible and reasonable regulation on the financing of new auto- 
mobiles. The vote was almost evenly divided. 

I think a lot of automobile dealers want reasonable restrictions. 
I think in the opinion of a lot of dealers nothing could destroy the 
automobile business quicker than unsound methods of financing auto- 
mobiles—10-percent down, 36 to 40 months to pay, balloon notes, and 
all the things that go with that sort of financing. 

I think the legitimate dealers want to finance their sales on a sound 
basis. However, I think that the 15 months’ limit on payments is not 
flexible enough to meet reasonable demands. I think 3314 percent 
is possibly all right for the down-payment requirement, but on a car 
selling for $200, or carrying a balance of $200, would certainly be, or 
should certainly be, for a shorter time than for a balance of $1,200 or 
more. 

In other words, I am thinking there should have been some differ- 
ence made in the term of the payments on late model cars and the older 
model cars. This would have been equitable and fair. 

I think the credit restrictions, as they stand now, are unfair to a lot 
of purchasers of automobiles. After all, there is a measure of differ- 
ence in the necessity of a car for one man as compared to another. 

There are still people who are making large payments on their 
homes, they must have a home, and if they live out where an automobile 
is necessary in their way of living, then they must have an automobile, 
and it is hardly fair to single out that fellow and say he cannot have 
an automobile, when perhaps the fellow who lives next door has really 
less use for an automobile than this man we are talking about, but due 
to the fact that his home is paid for, or he is renting his home, he has 
the cash available, or can make the larger monthly payments. 

And I think regulation W should be very carefully studied, and 
some sensible and reasonable changes should be made in regulation W 
to permit credit to be extended upon a more sensible basis. 

Gentlemen, we are not here to ask any special favors, nor do we 
want anything from the Federal Government in the way of conces- 
sions. We are here claiming we are legitimate merchants, engaged in 
a legitimate business providing a very necessary part of the American 
way of life. 

We only ask that we be treated fairly; that our business and our 
customers not be singled out for the subject of excessive taxation ; that 
unreasonable and unjust limitations not be put upon our businesses; 
that we may not be made the whipping post for the war effort; that 
we be allowed to conduct our business, and to maintain its place in our 
economy, and go along with the rest of the American businesses, 
making reasonable profits, providing employment for people and 
furnishing something that is very necessary. In other words, do not 
punish us too severely. 

I thank you gentlemen for the attention you have given us, and wish 
you Godspeed in the great work you are doing. It is a tough and 
difficult job that you have in the present. crisis. 

Mr. Evins. Thank you, Mr. Harrod. Are you speaking as an 
individual automobile dealer, or as president of the Kentucky Auto- 
mobile Dealers Association ? 

Mr. Harrop. As both. I am trying to give you what is generally 
true. 
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Mr. Evins. Both as a dealer and as the head of your association ? 

Mr. Harrop. That is right. 

Mr. Evins. I believe, a your testimony, that you feel the Gov- 
ernment is ong oe industry too much attention, is that right? 

Mr. Harrop. That is right; they focus on us too much. 

Mr. Evins. I want to ask you a little further about regulation W. 
I might say that the Committee on Small Business was the committee 
that was instrumental in getting that regulation relaxed during World 
War II for your industry. 

Mr. Harrop. That is right, sir. 

Mr. Evins. Do you feel that the one-third down payment is all 
right ¢ 

Mr. Harrop. I think that is possibly all right. I think that is 
sound. 

Mr. Evins. But you feel that the 15-month credit restriction is too 
rigid? 

Mr. Harrop. It might not be rigid enough on a car with only a 
$200 balance. 

Mr. Evins. What would you recommend as a reasonable financing 
lan ¢ 
Mr. Harrop. From 12 to 21 months, under these conditions. That 
should be the maximum under these conditions, but ordinarily it 
should be 24 months. 

Mr. Evins. I believe you said that as a result of statements 
emanating out of Washington your business had enjoyed an increase ¢ 

Mr. Harrop. That is true. 

Mr. Evins. I wanted to ask you, to what extent do you feel that 
the Federal Reserve Board regulation W and the price freeze has cut 
back or curtailed automobile sales? 

Mr. Harrop. None. They have stimulated and overstimulated them. 

Mr. Evins. You are not being affected, is that your opinion / 

Mr. Harrop. As to a reduction of sales, no, sir; except that we 
have a used-car problem. For instance, on checking dealers stocks 
of used cars we find that as to late model used cars the dealers have 
a 26 months’ supply of those, but when we get into cars of $800 or 
$1,000, such as the lower salaried men A buy, are gone, or they 
have very few of them. 

So regulation W is working on the better grade of used cars. For 
instance, if the man buying an $800 car had a little more time in which 
to pay for it, he could buy a better, a safer, and a more dependable 
automobile, which he cannot do now. 

Mr. Evins. Would you say that the same regulation should be 
applied with respect to used cars as to new cars? 

Mr. Harrop. Yes, I think they are in the same category. 

Mr. Evins. Mr. Seely-Brown? 

Mr. Srevy-Brown. I was interested in your statement as regards 
the policies which, you say, the new crop of used-car dealers are fol- 
lowing which may be in variance with some of the policies followed 
by some of the so-called old-timers in the business. 

Do you feel that is a matter for Federal control, or one which could 
better be handled by the automobile dealers themselves ? 

Mr. Harrop. I doubt whether the automobile dealers can handle it 
themselves. I don’t know whether it should be done at the State level 
or at the National level. Isee it both ways. 
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I might illustrate what I meant by saying this: I spoke about {|e 
leasing of automobiles. In the old days we valued a customer ver) 
highly. In other words, we wanted to keep leasing him a car, t}: 
was our job, after we once got him to keep him on our books. 

But the thing that developed here in the scarcity of cars was that 
these new dealers did not have the leasing ideas in mind. They hai 
a strictly selling idea in mind. We think in many cases they sec 
some methods they should not have used. They had no service to 
protect the customer after they sold him. They took advantage of 
the searcity of cars, and so forth, and I think the automobile bus'- 
ness generally got a break by reason of that operation. 

Now, don’t misunderstand me, I am not claiming that all automobile 
dealers are perfect, but I do think that the condition was exaggerate, 
and the opinion was exaggerated, by the actions of some dealers who 
were not really legitimate full-time automobile dealers. 

Mr. Seety-Brown. Do you feel that as a result of the present cir- 
cumstances a definite black market in cars is being developed ? 

Mr. Harrop. No; I doubt it now. The market is not as well estab- 
lished as it was previous to the war, and it may never be again, but the 
black-market automobiles are not serious now, in my opinion. 

Mr. Srety-Brown. Was I correct in recording your statement that 
you felt that the Government by telegraphing its punches was in fact 
adding to the inflationary problems we are Tachan right now? 

Mr. Harrop. Absolutely; yes, sir. 

Mr. Srery-Brown. You Feel that the Government has tipped its 
hand in such advance information and that everybody has covered 
himself, and as a result we go this way 

Mr. Harrop. Yes. When an announcement would come out the 
night before, and a commentator wrote or spoke on it the next day, we 
would feel the effect right away. 

Mr. Evins. You, as an automobile dealer, are not objecting to that! 

Mr. Harrop. Yes, I think we are, fundamentally, yes; although I 
think we are enjoying this period, but I don’t think we are all in favor 
of it. We want to be able to act as the other merchants. 

Mr. Evins. Then you feel that regulation W and the price freeze 
on automobiles has not been effective in curtailing sales to any degree! 

Mr. Harrop. As tothe high-priced used cars, regulation W has very 
definitely affected that. 

Now, as to the price freeze on automobiles, I don’t get your question, 
Mr. Evins. I want to know what you mean by that. 

Mr. Evins. The limitation on the ceiling at which 

Mr. Harrop. No; that has not hurt sales, I don’t think. Cars would 
sell easier at a lower price than at an inflated price. 

Mr. Evins. Excuse me for interrupting you, Mr. Seely-Brown. 

Mr. See.y-Brown. That is all right. 

Mr. Evrns. Are there any further questions of Mr. Harrod? 

(No response. ) 

Thank you very much, sir. 

Mr. Harrop. We were very glad to be able to have you hear our 
story. 

Mr. Evins. We are going to call Mr. James L. Paddock of the 
Kentucky Automobile Dealers, and I might say that after we have 
heard this witness we are going to take a brief recess so that any wit- 
nesses who wish to appear may register with us. I understand some 
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have come in since we started, and we will take a short period in which 
witnesses who wish to be heard may give us their names and addresses. 


STATEMENT OF JAMES L. PADDOCK, PONTIAC DEALER OF THE 
CITY OF LOUISVILLE 


Mr. Pappock. My name is James L. Paddock, and I am a Pontiac 
dealer in the city of Louisville, Ky. 

Mr. Evins. You may proceed. 

Mr. Pappock. I don’t have any prepared statement, but I would 
just like to answer any questions you gentlemen might have to ask me. 

My general thinking is along the same line as that contained in 
Mr. Harrod’s statement. 

Mr. Evins. With respect to regulation W, how has that affected 
your dealership ? 

Mr. Pappocx. It has hurt used cars tremendously, not so much 
new cars, 

Mr. Evrys. Do you mean that it has cut down on the sales? 

Mr. Pappocx. That is right, especially on the higher-priced later 
models, : 

Mr. Evins. Then you are not in entire accord with the testimony 
of Mr. Harrod that regulation W had not brought about some curb- 
ing of inflation ¢ 

. Pappock. I say that regulation W has been very drastic in its 
effect on sales in Louisville. 

Mr. Evins. Does the same thing apply with respect to new cars as 
it is to used cars? 

Mr. Pappock. No. 

Mr. Evtns. Do you think the one-third down payment is a good 
standard requirement ? 

Mr. Pappock. Yes, sir. 

Mr. Evins. You would have no recommendation, then, to change 
that ? 

Mr. Pappock. No, sir. 

Mr. Evins. What about the 15 months? 

Mr. Pappock. Fifteen months is all right on the lower-priced cars, 
but on the higher-priced cars it makes the payments too big. 

Mr. Evins. And you think it should be extended to how many 
months ¢ 

Mr. Pappock. I would say 18 at a minimum, and possibly 21. 

Mr. Evins. The same with respect to used cars as to new cars? 

Mr. Pappock. Yes, sir. 

Mr. Evtns, Do you feel that there has been any cut-back in new 
car sales as a result of regulation W? 

Mr. Pappock. No, I don’t. There is too much cash money on new 
car sales, 

Mr. Evrys. Do you have any specific recommendations which you 
wish to make to the pecan f 

Mr. Pappock. Only on regulation W. Your price ceilings have no 
effect. 

Mr. Evins. Are you getting all of the new cars that you need ¢ 

Mr. Pappocx. I expect I am. 

Mr. Evtns. Do you feel, or do you not feel, there should be a cur- 
tailment of manufactured cars at the top level ? 
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Mr. Pappock. I expect we can absorb all the new cars there are 
today, but used cars will eventually get to be a problem. In fact, they 
are a problem right now. : 

Mr. Seevy-Brown. Do you feel that you are being taxed out of 
existence or not? 

Mr. Pappock. No; I don’t think so. 

Mr. Sre_y-Brown. Do you feel that the proposed excise tax woul 
have any effect on your particular business ? 

Mr. Pappockx. The amount they suggested would—well, it would 
just move Pontiac buyers back to Chevrolets and Fords. You woul 
change your classification of buyers to their money limit. 

Mr. Seeiy-Brown. That is all. 

Mr. Evins. The excise tax on automobiles is 7 percent now, is it not’ 

Mr. Papvpock. Yes. 

Mr. Evins. How far would you go in saying a reasonable increase 
might be? 

Mr. Pappock. I would not want to guess on that. I think it is high 
enough now. 

Mr. Evrns. You would not want any increase ? 

Mr. Pappvock. No. 

Mr. Evins. Of course, the question of taxes is a matter that should 
properly be addressed to the Committee on Ways and Means, but since 
you are an automobile dealer and have presented your problem, we 
will be glad to hear what you have to say in that regard. 

Mr. Pappocx. They get pretty rough, so far as that excise tax, you 
take your State tax and all, and your automobile is carrying a $400 tax 
burden before it reaches the users. 

Mr. Seety-Brown. Are you bringing that point out to your cus- 
tomers when you sell them cars ? 

Mr. Pappockx. You have to. 

Mr. Srery-Brown. I am wondering how many people in this coun- 
try are conscious of the fact you just brought out here, about how 
much of the price of everything is tied up in direct taxes on the 
article. 

Mr. Pavpock. We have to use it, because we trade in a Pontiac and 
I offer you $1,600 or $1,700 for it, you have got to have some decent 
explanation, and a good part of it is in the tax picture. 

Mr. Evins. Do you have any further observations or recommen«a- 
tions? 

Mr. Pappock. No; I don’t believe so. I think Mr. Orville Harrod 
covered everything in the general problem. I think the different 
localities are faced with a few. We are willing to do all we can, but 
regulation W is going to eventually cripple the man who is going to 
work. 

Mr. Seety-Brown. I read in the papers the other day that certain 
automobile manufacturers are going to send out their new cars with 
four tires rather than five? 

Mr. Pappocx. That is right. 

Mr. Sree.y-Brown. Do you have any comment to make on that 
particular situation ¢ 

Mr. Pappocx. Well, so long as tires are available at retail that will 
not be too much of a problem, but when we get so we cannot get a new 
car spare, then they start taking them out of the used cars when they 
turn them in, and that is where we will run into trouble. Under 
present conditions I don’t think it will give us too much trouble. 
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Mr. Evins. Thank you, Mr. Paddock. 

We will now take a 5-minute recess during which time anyone want- 
ing to be heard by the committee may register his name. 

(There was a brief interruption. ) . 

Mr. Evins. The subcommittee will be in order, please. I will call 
Mr. Stanley Stewart. 


STATEMENT OF STANLEY STEWART, STEWART IRON WORKS CO. 


Mr. Evins. The committee will be glad to hear your testimony. 
Give us your name, please. 

Mr. Stewarkr. Stanley Stewart, of the Stewart Iron Works Co. 

I have no written statement. I have been out of the city for a 
week and have just returned over the week end, and am here on rather 
short notice, but I am familiar with the background and planning in 
the community. 

Our particular problem at the moment is to line up for war work and 
for defense work. We are asked the question numerous times as to 
whether we have war work contracts on hand and my answer is, 
“What war work?” 

We had quite a record in World War II as a manufacturing unit in 
our line. e teamed up with one of the other concerns here in the 
city, the Michaels Art Bronze Co., and I think we did a very credible 
job of producing war work. 

Now, we attended numerous Government meetings and clinics. We 
followed the instructions of the various governmental officials as to the 
— to be followed for obtaining war work contracts. We have 

n advised to stay out of Washington. We have. 

We have listed ourselves, every known procurement agency and the 
respective branches of the services. We have subscribed to Govern- 
ment bid services. We have personally contacted all of the prime con- 
tractors that we happened to serve in the last war. We have prepared 
rather elaborate brochures to circularize prime contractors at large, 
based on the Department of Commerce Synopses sheets that are issued 
weekly. We have done everything we know how to line ourselves up 
for war work, and up until this time the results have been very 
negligible. 

As a matter of fact, other than for a few scattered subcontracts 
with another fabricating unit in this community, our efforts have 
resulted in zero. 

Meanwhile, we are confronted with the problem of how to conduct 
our business. We are hesitant to commit ourselves for any long-range 
contracts in one particular branch of ours. It does involve contracts 
of that nature, and there we are, we want war work and we cannot 

tit. We cannot get recognition, and in the meantime we are con- 

ronted with a labor problem. We are having trouble in holding our 

men. They are filtering into war-work plants either in this area or 
areas immediately adjacent to the Cincinnati area, and we have 
reached the end of the line, so to speak. 

Our facilities are available. We want to cooperate. We want to get 
into the program. But we are faced with a complete disruption of 
our organization unless we are shown the way as to how we can line 
up in the defense picture. 

Mr. Evins. Mr. Stewart, if I might interrupt you, what does your 
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company manufacture? What do you fabricate? What do you do/ 

Mr. Stewart. Our civilian peacetime lines? 

Mr. Evins. Yes; what products do you manufacture? 

Mr. Srewarr. Ornamental iron work, and jail and prison equip- 
ment, but our facilities are such that we are capable of producing 
any similar fabrications in that line. 

In World War II we made a list of some two hundred items of a 
fabricated special nature. 

Mr. Evins. What has been your historical experience with respect 
to manufacturing products for the military during a period of war / 
What did you aaa before ? 

Mr. Srewart. During the last war? 

Mr. Evins. The war period, yes. 

Mr. Stewart. Well, we manufactured Bailey bridge component 
parts, and we tied in to the pontoon bridges with the Michaels Art 
Bronze Co. as a subcontractor under them at the time. 

We manufactured barbed-wire-entanglement screws, and numerous 
items of that character. 

Mr. Evins. Well, I should think that the way—— 

Mr. Srewart. The largest part of our program was the pontoon 
bridge program and the Bailey bridge ey ape 

Mr. Evins. What have you been told by the procurement agencies 
which you have fasartonr ve F 4 

Mr. Stewart. We have always been referred back to this area. We 
have knowingly applied for registration in areas beyond this area, 
and we knew that we were wrong, but we wanted to see what would 
happen. We had referrals back to this area. Then you contract the 
agency in this area, and there are no awards—there is a lot of talk 
and no action—and yet we have examples of sizeable awards being 
made in this area for items within the range of our manufacture, and 
we have no advance knowledge whatever of the job coming out. 

Mr. Evins. What has been your experience with respect to those 
who have received contracts, as regarding subcontracting work ? 

Mr. Srewarr. Well, as I say, the small, the negligible amount of 
work we have has been as a result of our own efforts by having con- 
tacted the prime contractor, where we know there is a contract 
awarded, but that is not by any means sufficient to keep us occupied, 
based on the facilities that we have. 

Mr. Evins. Then you state that you are not getting sufficient in- 
formation ? 

Mr. Srewarr. That is right. 

Mr. Evins. I might state that this committee has been active in 
trying to have the Defense Department, and also the Department of 
Commerce, make this information available in as wide a spread as 
possible, and there are some 6,000 offices throughout the country of 
which you might make inquiry. 

Mr. Stewart. May I make one suggestion ? 

Mr. Evrns. Go ahead. 

Mr. Stewart. In this synopses of the Department of Commerce 
thas is issued weekly, if they could separate the beans and the 
safety pins from steel work we would know what we were doing. 
They list supply items, adhesive tape, and everything, and it takes 
forever to screen those sheets. If there could be a breakdown of related 
items, supply items in one, or fabricated items, it would be extremely 
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helpful and timesaving to a concern endeavoring to find a means of 
getting a job. 

Mr. Seety-Brown. I would like to ask you some questions. First, 
if | may, approximately how many men do you employ in your plant? 

Mr. STEwakr. gO cg 300. 

Mr. Srety-Brown. And am I correct in stating that you are essen- 
tially concerned with obtaining subcontracts, rather than the prime 
contracts ¢ 

Mr. Stewart. That is our preference, yes. 

Mr. Srety-Brown. Subcontracts ?¢ 

Mr. Stewart. Yes. 

Mr. See.y-Brown. Does the fact that most of the bids now being 
negotiated are closed, rather than open bids, make you feel that 
that is particularly harmful to you? 

Mr. wart. No; I would be inclined to favor that method of 


a yg , 
. Szety-Brown. A negotiated bid? 

Mr. Stewart. A negotiated contract. 

Mr. Srety-Brown. Now, I would like to ask you some more ques- 
tions: When you go to see an agency or some person and you are told 
to come back to this district, and you go to see that particular person, 
and you give him the information in which you indicate the things 
that you can make, and that you would like to make, what is the exact 
answer you get ? 

Mr. Stewart. Well, you er fill out some more forms, which we 
have done for from 6 to 8 months, and file with them a schedule of our 


facilities, which we have done. We have made up brochures setting 
forth in detail what we can make, the type of — ment we have, and 


the listing of all items made in the last war, and they make note of it, 
and that is the end of that ; that is as far as it goes. 

Mr. Seety-Brown. Would it help you if there was an office here to 
which you could go where you could list your facilities, and where 
someone in authority could say, “The following contracts are now being 
considered ;” somebody that would be qualified to know your problems 
so that he would know that with your machinery you could make 
certain types of things, and he would know those contracts which were 
being considered that needed those things ? 

Mr. Stewart. That is correct. 

Mr. See.y-Brown. You could have a translator, if necessary, so 
you could go and get direct and exact information from him. 

Mr. Stewart. That is correct. 

Mr. Seety-Brown. Somebody who would tell you, “The following 
contracts are available. Would you like to bid on this particular part 
of a contract ?” 

Mr. Stewart. Yes; if we had a lead of that kind it would be ex- 
tremely helpful. 

Mr. See.y-Brown. That is what you are really looking for? 

Mr. Stewart. That isright. Weare tired of filling out forms. We 
want some action, because if we don’t get it we are going to have a 
disruption in our organization. We want to try to avoid a lag such 
as we had in the last war. Between our cut-off of civilian production 
and the entry into the war-work production, we had a period of 4 
months, and you can imagine the result in trying to hold your organ- 
ization for 4 months while you are getting contracts in. 

86267—51—pt. 1——-24 
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Mr. See.y-Brown. Do you feel, for instance, that we need additional 
agencies, or additional outlets for information, or do you think what 
we need is an agency that can give = the exact and specific in- 
formation in answer to your questions 

Mr. Stewart. We want the specific information. It is difficult for 
us to go into an office. I cannot answer you now if you ask what war 
items we can make. We can cite our facilities, and show you types of 
fabrications. 

Mr. See.y-Brown. Then you agree that what we want is a transla- 
tor who can take what you have got and translate it specifically into 
stuff the Government is trying to get? 

Mr. Srewarr. Yes. We had an example within the last 30 days, 
One of the men who happens to be in this room made a visitation to 
Cincinnati Ordnance, and was ushered in and shown a stack of prints 
so high [indicating], and told, “Go to it, help yourself.” 

He spent the hale day and found one item that looked halfway 
interesting. It was a contract for $168, and we bid that in, and spent 
a full day there to ferret that information out. 

Mr. Evins. You would not want the Government to go into some 
field manufacturing something they did not need in the war effort, 
would you? 

Mr. Stewart. No, sir. 

Mr. Evins. Mr. Dalmas? 

Mr. Daumas. Mr. Stewart, you said you preferred to negotiate, 
but coupled with that you say you cannot find out what they are going 
to negotiate ¢ 

Mr. Srewarr. That is right. 

Mr. Datoas. So it does not help you much to negotiate, does it, 
unless you know what they are? 

Mr. Stewart. We have to know. 

Mr. Datmas. What they are going to buy? 

Mr. Srewarr. Of course. 

Mr. Damas. There are a lot of common-use items that a company 
like your company could make that probably do not have the military 
security surrounding them, as a number of other items, like guns, and 
tanks, and so forth. 

Mr. Stewart. We recognize that. 

Mr. Datmas. So there is a certain amount of advertised bid procure- 
ment items that such an old and very reputable concern—and I might 
say that I have known them for a long time—could do, if you had an 
opportunity through the usual channels, the 6,000 offices that Con- 
gressman Evins spoke of ? 

Mr. Srewarr. That is right. 

Mr. Datmas. Are you having difficulty at the moment in getting 
materials? 

Mr. Srewart. Yes, very much so. 

Mr. Datmas. And when you say you want war contracts, I assume 
that is because you cannot get materials for other items? 

Mr. Stewart: Very much so. In relation to chain-link wire fencing, 
that is generally used for plant-protection purposes and governmental 
installations. It is a highly necessary item, but up enti noth there is 


no means by which we can get the recognition or the priority that I 
think should be afforded, if we are to supply it to army camps and 
bases, and so on. 
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Mr. Datmas. The Government buys a lot of that fencing. Have you 
applied to NPA as a hardship case in the manufacture of that wire? 

fr. Srewart. No; we have not as yet. 

Mr. Datmas. I think they might be able to do something for you 
in that respect. Are you having any trouble in getting pig iron ? 

Mr. Stewart. Well, we are a fabricating plant. 

=. Datmas. You spoke of ornamental iron. Don’t you cast a lot of 
that! 

Mr. Stewart. It is of the fabricated type. 

Mr. Damas. All sheets? 

Mr. Srewarr. Yes. 

Mr. Datmas. And you are having trouble? 

Mr. Stewart. We are having difficulty with material procurement 
"in all fields. 

Mr. Damas. Mr. Seely-Brown. 

Mr. See.y-Brown. It is your lack of war contracts which makes it 
difficult for you to get that material, is it not ? 

Mr. Stewart. We want war contracts. We are ready, and we are 
willing. Our doors are open. 

Major Rosrnson. In connection with the Bailey bridges, whom have 
you contacted? Did you contact the Pittsburgh engineers? They buy 
it for all three services. 

Mr. Stewart. I might add that in this area there are several metal- 
working shops that are not noncompetitive, but interrelated in your 
various activities so far as the general type of material. We are inter- 
ested through the Michaels Art Bronze Co., and we are endeavoring 
to combine our faciilties, and try by that means to get the recognition 
that we have been unable to get up to know. I understand that they 
have some men in Pittsburgh at the United States Engineers’ Office 
there. 

Major Rosinson. Have you contacted the Navy on ponton bridges ? 

Mr. Stewart. No. 

Major Rostnson. The only assistance we can give you, and you 
probably have had it before, is a directory service. We cannot help 
you much in subcontracting, except that we might be able to find out 
who the prime contractors are, if you will give us some specific prod- 
ucts you are interested in. 

Mr. Srewart. I see. That we can arrange to do, very definitely. 

Mr. Evins. Mr. Bartlett, do you have any information on procedure 
with respect to NPA orders to give to this gentleman ? 

Mr. Barrietr. As I understand it your only problem now is to pro- 
cure the orders rather than the material, but you did indicate that you 
had had difficulty in procuring certain items. 

Mr. Srewart. That is right. 

Mr. Barttett. If you do obtain Government defense orders, I am 
sure that our local office here will be glad to assist you, if you do 
suffer undue hardship, in preparing an appeal in order that you may 
procure raw materials. 

As a matter of fact, we happen to have Mr. Luckey, our district 
manager with us, and he will be glad to cooperate with you in that 
respect. 

Mr. Datmas: Mr. Stewart, you spoke of orders which are not direct 
defense orders, but were needed for the protection of plants and camps 
in the nature of supplemental items. 
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Mr. Stewart. They bear direct relation to the defense effort. 

Mr. Datmas. In that case he cannot get a DO order, he has to operate 
on appeal to the NPA. 

Mr, Evins. I might say that this committee feels that existing plant 
facilities should be utilized, rather than building other River * a 
during the war period. We are interested in trying to have the mili- 
tary and procurement office use small business, wherever possible, 
certainly up to their plant capacity. 

Now, unless you have something further in the way of recommenda- 
tions we certainly appreciate your testimony. 

Mr. Stewart. That you very much. 

Mr. Evins. I will call Mr. Clarence Rice. 


STATEMENT OF CLARENCE RICE, OF C. RICE PACKING CO., OF 
COVINGTON, KY. 


Mr. Evins. The committee will be pleased to receive your testimony, 
sir. Will you give us your name and your organization, and then you 
may proceed, 

Do you have a prepared statement ? 

Mr. Rice. Clarence Rice, with the C. Rice Packing Co., of Coving- 
ton. I have no prepared statement, but, if I may, I would like to ad- 
dress this honorable committee on several of the problems that are 
confronting us today in our particular business. 

Mr. Evins. You may proceed. 

Mr. Seety-Brown. at is your business? 

Mr. Rice. The meat business. 

As you no doubt know, the spotlight has been centered on the meat 
business for several months, and due to the relatively high prices of 
these feeder cattle, you just cannot hope for any immediate relief for 
dressed meats. 

As you know, we are operating under price control, or I should say 
under some form of a stopgap system until the specific dollars-and- 
cents ceilings are cisienstall 

Now, we have been told that the Government does not contemplate 
at this time placing livestock ceilings on their live animals. The last 
report that we received from the trade popes was that they are going 
to place the burden of compliance on the buyers. Well, as you know, 
it is impossible, or it is almost eo to try to have a ceiling on 
the dressed product, without a ceiling at the source. 

Mr. Evins. You would recommend, as I gather it, the placing of 
a top price on cattle for slaughter ¢ 

Mr. Rice. I don’t see how any form of price control can succeed 
unless that is done. 

Mr. Evins. Of course, I gather that the meat-freeze situation is still 
under consideration in this recent order on price freezes, where meat 
was not included; is that correct? 

Mr. Rice. That is my recollection of it. 

Mr. Evrns. You don’t run a slaughterhouse? 

Mr. Rice. Yes, sir. 

Mr. Evins. You operate a slaughterhouse? 

Mr. Rice. Yes, sir; we are known as a small packer. 
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Mr. Evins. And your recommendation to the committee is that a 
price freeze be fixed on cattle in the field before they reach the 
slaughterhouse ? 

r. Rice. That is true. 

Mr. Evins. On that particular level or grade and follow it all the 
way through? 

Mr. Rice. That is right. 

Mr. Evins. Go-ahead. 

Mr. Rice. Now, if that be true, that the burden of compliance is 
going to be placed on the buyer, you can readily see that one man’s 
opinion of an animal, we will say a thousand-pound steer, he may 
figure that animal to yield, just to take a number, say 58 percent of 
the live weight, and he may buy it accordingly, and then when the 
animal is slaughtered it only dresses 56 or 57 percent, maybe 54, and 
then the grader—maybe it is bought for a animal, and then the 
Federal grader comes along and grades it Commercial, he may grade 
it down one grade. 

Mr. Evins. Would such a thing as you recommend cause meat prices 
to be enhanced or decreased ¢ 

Mr. Rice. Well, I cannot see how meat prices can be increased, 
for this reason: In the past year these farmers have bought these 
feeder cattle, that is, the calves that are used to fatten for the beef at 
prices ranging from 33 up as high as 45 cents a pound. 

Mr. See.y-Brown. Live weight! 

Mr. Rice. Live weight. I have compiled some figures and I have 
had a little experience of my own, that these animals will cost the 
farmer around 45 cents a pound for every pound of beef he puts on 
that animal. 

Now, the present prices today are for just a few of the prime 
animals that are bringing that amount of money. 

Mr. Evins. Are you familiar with the price freeze on meat during 
the other war period / 

Mr. Rice. Yes, sir. 

Mr. Evins. Was that on the finished product, the steak on the 
counter, or was it on the cattle in the field ¢ 

Mr. Rice. It was on the packer, mostly. 

Mr. Evins. And you are recommending that the price freeze be 
placed on the steer, is that what you are interested in? 

Mr. Rice. That is right. 

Mr. Evins. Of course, it is going to take the patriotic cooperation 
of a lot of patriotic citizens to carry out this price-freeze program, 
if we are to prevent inflation. 

Mr. Rice. That is true. Well, now, I know of several cases to 
give you some idea of the prices that these feeder cattle are bringing. 
I know it happened just last week right here in this county, where a 
farmer pulled up in a farm lot, and this man has a dairy herd, and 
he paid him from $35 to $50 a head for a 1-day to 6-day-old calf, or 
calves, which is simply ridiculous, in our estimation of the valuation 
of livestock. 

Mr. Evins. The recommendations which you have made, Mr. Rice, 
are very well taken, and I assure you that the committee will appreci- 
ate your testimony. I do not believe we have a representative of Mr. 
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DiSalle’s office here today. I wish we did have. We have had a rep- 
resentative heretofore, so that he might take back direct to Price 
Stabilization the reaction of the testimony in the field. We thought 
a representative of the branch office would report here, but he has 
not. 

Mr. Rice. I might also state this: The Government statistics 
showed back in December, I think, that the cattle population in the 
United States today was approximately 10 percent larger than at 
any time in history, between 5 and 10 percent larger, but apparently 
those statistics are wrong, because the receipts of cattle particularly 
coming to the central markets have not substantiated that increase 
or supposed increase, and it is my belief that the cattle population 
is rather down from the past few years than up. 

Mr. Seery-Brown. Will the trade organizations bear that out, 
sir? 

Mr. Rice. Well, I could not say. 

Mr. Seevy-Brown. Will they bear out that observation of yours? 
Because everything I have heard has been to the contrary. Almost 
everyone I have talked to, or who has written me, is that the cattle 
supply on the hoof is at an all-time high. 

Mr. Rice. I could not answer that, but I can cite you a case this 
morning right here in the Cincinnati stock market there were 300 
head of cattle for sale and approximately 25 buyers. 

So you can readily see what chance a man would have of purchasing 
any number of cattle. Most of these small plants around town nor- 
mally kill 30, 40, or 50 head of cattle per day, and the large plants, 
of course, considerably more. 

Mr. Evins. As to that 300 head in Cincinnati, would you say that 
is far below the normal market on a Monday ?¢ 

Mr. Rice. That is less than—that is two-thirds off—I should say 
three-fourths below the normal. 

Mr. Srecey-Brown. Would you think that possibly one of the rea- 
sons for that small number might be the uncertainty as to what the 
next order is going to be, so they are hanging onto the cows? 

Mr. Rice. I think so. 

Mr. Seevey-Brown. Has the black market started to develop yet ! 

Mr. Rice. I don’t think it has, other than possibly in some sections 
of the country with which I am not familiar. I don’t think it has 
started around here. 

Mr. Evins. Do you feel that a price freeze on cattle on the hoof in 
the field would result in the market situation improving and that the 
normal flow would continue? — 

Mr. Rice. That is true. 

Mr. Evins. Would that be difficult to police from the industry, 
from the slaughterhouse to the retail level ? 

Mr. Rice. I don’t think it would be any more difficult to police than 
policing the packer or the retailer. 

Mr. Evins. Mr. Dalmas. 

Mr. Datmas. No questions. 

Mr. Rice. I have something, if I may. As you know, the first price 
ceiling was placed on hides, which is a’ byproduct of the animal. It 
is known as the hide schedule CPR No. 2, revision 1, issued March 
15, 1951. 
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We have specific dollars-and-cents ceilings on hides. But the small 
packer, that is the packer, we will say, for instance, who is killing 
200 head of animals per month, and we will take a number of, say 
100 head of calves, here is what this does to him: The 200 head of 
animals which he slaughtered, we will assume that the hide averages 
50 pounds. He must take a 3-cent reduction in the price, because he 
does not have a car weight, or 36,000 pounds. 

Now, figuring the average hide at 50 pounds, that is $1.50 per ani- 
mal less than the big packer. Of course, I am now trying to differ- 
entiate between the big packer and the small packer. 

Now we will take the calfskins. He is penalized 5 cents a pound, 
or 60 cents per animal, so the total loss for the month is approxi- 
mately $450. 

For a 12-month period, the way it stacks up at this time, the small 
packer would be tickled to death to have a profit of that amount of 
money, of course, operating under price control. 

Mr. Evins. Isn’t there some way that you can accumulate a car lot, 
as you say ¢ 

r. Rice. You can, but then the question of spoilage arises. You 
cannot keep these skins, particularly calfskins, for any length of time, 
particularly now, because we are going into the warm weather. Of 
course, all hides are naturally affected by the weather. They get what 
they call salt burn, and you have hair slit. 

Mr. Evins. Then you think there should not be a differential for 
handling and shipping less than carload lots ? 

Mr. Rice. That is right. It places the small packer at a decided 
disadvantage, because he henielie has to go into the central markets 


and purchase his livestock, competing with the big packer. If he 


takes that kind of a loss on his hides, why, he is just hooked before 
he starts. 

Mr. Seety-Brown. I would like to ask you a couple of more ques- 
tions. Because of the fact, I believe, that the price of meat is some- 
thing which is probably more frequently discussed by the housewives 
maybe in my area than the price of almost anything else, and I would 
like to ask you two questions: One is, would you care to comment 
from the basis of your experience in this particular activity or business 
of yours as regards to the meat-eating habits of the people here that 
you serve? That is No. 1. 

Mr. Rice. Well, it is our experience that people tire more readily 
of pork than they do of beef. It seems as though there has been quite 
a bit of talk about pork. Of course, pork is a very wholesome meat, 
but it is not eaten quite as freely as beef. Fortunately, there has been 
a goodly number of hogs on the market, but that is not so with refer- 
ence to beef—to cattle. 

Mr. Srery-Brown. Now, one more question, and that is, as the 
housewife comes to me and says, “Why is it it costs so much to buy a 
piece of meat,” and I try to find out, and everybody says it is the 
other fellow who is to blame for the high price of meat. 

I wonder if you would care to comment as to the basic costs that 
eeerently have pyramided? Who is making all the money, if any- 
ody is? 

Mr. Rice. It starts right back at the farm, or at the people that sell 
the feeder cattle. They have been bringing, in my estimation, ab- 
normal prices. 
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Mr. Seety-Brown. Do you think that the costs of the fellow t)),: 
is raising the beef have been abnormal ? 

Mr. Rice. No; I do not, because figuring corn at $2 a bushel—I 3), 
speaking now of a feeder—it will cost him between 75 and s\ 
cents = head per day to feed that animal, and if it is a good doiny 
animal, and it does not have any bad effects, such as sickness, or a) 
accident of any kind, an anima! will put on approximately 2 to »!, 
pounds per day. So it is costing the farmer actually 40 cents a pown| 
for the meat he puts on the animal. 

When he takes that animal finished, or fat, to the market, |e 
naturally has a certain amount of expense, such as selling, yardage, 
and transportation, and unless he gets a margin over and above that 
40 cents he is not making any money. 

Mr. Evins. Do you have any further questions, Mr. Seely-Brown / 

Mr. Seevy-Brown. That is all. 

Mr. Evins. Mr. Dalmas. 

Mr. Datmas Mr. Rice, I have one question, because of the fact 
that you mentioned the hide price ceilings, the committee has had 
several complaints recently from small tanneries that they were 
having to close down because the hide dealers refused to sell the hides 
at the present ceiling prices. Do you know anything about that / 

Mr. Rice. I do know this much, that the permits, and I can’t say 
truthfully that I know who issues the permits, other than the OPS, 
and they have not issued a sufficient amount of permits to take care 
of the number of hides that are required by the tanneries. 

During the period from January 25 up until March 15, no hides 
were allowed to be shipped. They were frozen, and I mean frozen. 
They did not permit one single hide to be moved during that time. 

ell, consequently, these tanneries have suffered for raw material, 
and that is the only reason I can advance for the shortage. 

Mr. Evins. Thank you, Mr. Rice, for your excellent statement, and 
the testimony will be related to the Office of Price Stabilization. 

Mr. Rice. I would like to bring this out also, in going along on 
these feeder cattle, a friend of mine in Indiana just last week pur- 
chased two cars of feeder cattle out of Wichita, Kans. They weighed 
approximately 500 pounds. They cost him 4214 cents a pound laid 
down to the Cincinnati stockyards. 

Now, on top of that he had to pay the transportation to his farm, 
which is way down below Aurora, and I figure that those cattle 
will cost him approximately 43 and a fraction, say 4314. 

Now, his purpose is to turn those animals out on grass, and later 
on during the year, when his grass is gone, he will put the cattle in 
the barn and feed them. You can see that unless that man gets at 
least a $2 margin over what he paid for them he cannot have a profit 
on them. 

Mr. Evins. Thank you, Mr. Rice. 

Mr. Rice. Thank you. 

Mr. Evins. Mr. Thomas Robertson. 
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STATEMENT OF THOMAS A. ROBERTSON, SECRETARY, THE 
MOSLER LOCK CO., COVINGTON 


Mr. Evins. State your name, and your organization, and then you 
may proceed. 

Mr. Rosertson. Thomas A. Robertson, of the Mosler Lock Co. 

I have a prepared statement here, but I would appreciate the op- 
portunity to just briefly comment on what primarily is our problem 
now. 

Mr. Evins. You may read the statement, if you care to, and then 
proceed as you wish. 

Mr. Rozertson. The critical angles of our problem presently are 
first the cut-back on raw materials which in turn leads to shortage of 
supply from our sources, and long-time deliveries from mills on any 
orders which we place and are accepted. 

We are not manufacturers of hardware—we produce thousands of 
key locks for safe deposit boxes and other key locks, combination locks, 
and time locks for bank vault doors and equipment inside bank vaults, 
and we also manufacture thousands of combination locks for fire 
resistive safes and burglar proof chests for various agencies of the 
United States Government, and also for business firms who must safe- 
guard such records as withholding tax deductions from payroll, com- 
plete payroll records subject to inspection and all of their regular and 
necessary records. 

Presently the Treasury Department continues to urge all citizens 
to purchase Government bonds, and many people who heretofore never 
thought of a deposit box in a bank are seeking to rent safe a 
boxes, and as a result banks and building-loan associations have 
ordered thousands of boxes. 

We have found it possible to substitute some metals less critical than 
brass and bronze, but for certain purposes it may be said that there 
are no satisfactory substitute metals for certain important parts in 
the mechanism of all types of locks. 

We have completed and submitted, through regular channels, ap- 
peals for relief under existing limitation orders, and hope that favor- 
ible action will result so that we may avoid dismissing many of our 
production workers. 

Another critical factor is that in the Cincinnati area certain pre- 
paredness activity brings into the picture abnormal rates of pay and 
in frequent instances wage earners are quick to leave employment on 
this side of the Ohio River at prevailing rates in order to have em- 
ployment across the river at the more attractive so-called defense- 
plant rates, 

The present unsatisfactory wage stabilization set-up ought to recog- 
nize a situation of this kind so that northern Kentucky employers 
— not suffer the loss of many people from their production 
efforts. 
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Eventually, as in World War LI, we will do some defense work, 
although presently a certain portion of our production is applied to 
various locks and lock parts essential to the reactivation program oy 
Navy ships, and additional new lock production required for Navy 
chests, Navy lockers, record containers, insulated files, safes, and so 
forth, and the committee might like to know that over a period of past 
recent months, we have been working closely with the Atomic Energy 
Commission and other governmental agencies in an effort to help 
bring about improvements of a certain nature in locks used on equip- 
ment necessary in our Federal security program. 

I would like to have this article made part of the record. 

Mr. Evins. That may be done. You may proceed. 

(The article referred to is as follows :) 


[From the Iron Age, February 15, 1951] 
U. S. ScrAMBLEs FOR MetAts ECA Gives EUrore 


Congressional ire grows as copper, lead, zinc, aluminum shipments 
under Marshall plan reach $605,000,000 in past 9 months * * * 
Favor joint defense approvals.—Karl Rannells. 


WasuHtnoTron.—lIncreasing criticism is being leveled at continued Marshall 
plan buying of strategic materials from American stocks and sources, especially 
when domestic controls are being drawn steadily tighter. 

Total purchase authorizations for four of the more critical metals is given in 
the Economic Cooperation Administration’s year-end report as $605,000,000. 
This is for the period from April 1948 through December 1950. 

While a majority in Congress view the Marshall plan as an economic necessity, 
there is a growing feeling that there should be a closer screening of Marshal! plan 
demands. And there is increasing support for the belief held by Senator 
McCarran, Senator Wherry, Republican, Nebraska; Representative Reed, Repub- 
lican, New York; Representative Rees, Republican, Kansas, and others, that 
shipments of strategic materials from this country should be approved only when 
necessary for joint defense. 


UNITED STATES SUPPLIES THIRD OF TOTAL 


But best available figures indicate that to date the totals within ECA’s stated 
period approach nearer $625,000,000. Roughly broken down; this amounts to 
about $350,000,000 worth of copper and copper products ; $130,000,000 worth of 
aluminum; $85,000,000 in zinc and its products, and about $60,000,000 worth 
of lead and its products. 

Actual deliveries, of course, lag somewhat behind the purchase approvals. 
Nevertheless, ECA reports through November showed that paid shipments of 
these metals were running at about 80 percent of total authorizations. Roughly 
a third was being shipped from the United States. 

A substantial portion of these total authorizations was approved prior to the 
setting up of the National Production Authority—and thus is water over the dam. 
However, great concern is being created because purchase approvals have slowed 
down but little since NPA began slapping controls and restrictions on domestic 
supplies, use, and distribution. 

As an illustration, in addition to $8,000,000 worth of aluminum some $17,000,000 
worth of copper and its products were authorized by the ECA during the first 2 
months of control—November and December. A third of the copper was to be 
bought in the United States and the total just about equals the current stock- 
piling buying rate. 

Moreover, ECA announced in mid-January that it had authorized Germany 
to buy some $2,000,000 worth of copper and copper preducts from the United 
States. A few days later it authorized qa similar purchase by the Dutch which 
amounted to roughly $367,000. 

These approvals were announced 2 and 3 weeks after NPA had issued its 
amendment to the original copper cut-back order (M-—12) which barred use of 
copper in manufacture of more than 300 end items. Similar restrictions have 
been placed on aluminum, nickel, and tin. 
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RESTRICTIONS RUN WIDE RANGE 


What is making it bad from all viewpoints is that the prohibited lists are not 
confined to strictly nonessential articles. They also apply to various types of 
tools, building materials, hardware and so on. 

“It is manifestly unjust to allow the export of such materials if they are to be 
used in Europe for purposes which are prohibited here at home,” Senator 
McCarran, Democrat, Nebraska, declared on the Senate floor recently. 

Neither business nor labor understand why the Government continues to follow 
two apparently conflicting policies—strict domestic conservation with one hand 
and distribution abroad with the other. They say it will bring production cut- 
backs and unemployment. 


JAPANESE COPPER TO EUROPE 


Nor do they understand why between 15,000 and 20,000 tons of Japanese copper 
was permitted to be sent to Europe and the Far East over a 21-month period 
while copper was short here. 

The ECA takes the position that Marshall plan nations need such raw materials 
in order to keep factories going and to keep from being a greater burden to this 
country. 

It explains the Japanese shipments by saying this “enables the United States 
to use more of its own production for defense mobilization.” 

Mr. Ropertrson. Now, we are short of critical metals, and we find 
ourselves in that position because, while we are not hardware manu- 
facturers, there certainly is recognition as to the economic essentiality 
of our products, safe-deposit boxes, locks of all kinds for safes, chests, 
vaults; Treasury Department urges the purchase of bonds, and the 
Government tells us we must protect certain records, and we know 
that, and we are having quite a problem in getting material. 

In addition to that we find that, as my friend, Stanley Stewart. 
commented, with the coming of defense activity in the area it is a bit 
of a preblem to hold our people who may want to jump over to a job 
and pick up, at least for the time being, the extra money that is paid 
for defense-plant work, particularly under the wage-stabilization pro- 
cedure, which I understand does not permit without approval the 
elevation of a top rate in a bracket. 

You have a man on a $1.50 rate, for instance, which would be the 
top of his bracket, and without spear from the stabilization group 
you cannot, to hold him, move the top of your bracket another 10 or 
15 cents, to give you an opportunity to continue to have available his 

ast 5, 10, or 15 years of experience, because today he feels as of now 
he should get it when the getting is good and he lights out and goes 


to a defense pana, without regard to the fact that maybe in a year or 


two he will be out of a job. He will take his chance. That is our 
major difficulty at the moment. 

Mr. Evins. You are manufacturers of locks and safes and products 

uiring an amount of steel and iron? 
Ir. Ronertson. That is right, and particularly the copper-bearing 
metals. We found we can make some substitutions for certain pur- 

»ses, but I think it may be safe to say that there is no substitute for 
me or bronze, because of corrosion, rust, and the working qualities 
that you are looking for. 

We have been doing some intensive development work in these past 
recent months, at the instigation of the Atomic Energy Commission, 
seeking to make certain improvements in some of our products, in 
order to make them more suitable for Government use. 
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Presently we have 120 production workers out of a total force of 
150, and it seems as though there is just a little too much time when 
you file an appeal for relief before you actually find out if you are 
going to get some help. 

I have not heard yet whether we would get help in the first quarter, 
and the first quarter ended Saturday. 

Mr. Evins. You have given consideration to substitutes for many 
of the products that you manufacture? 

Mr. Roserrson. That is right. I would like to comment that in 
going from brass to stainless steel we run into a twofold problem. 
The manufacturers of the stainless steel strip can rarely find, if it is 
possible for him to hold within certain tolerance limits, the thing that 
you want to eliminate from your brass and go to stainless, and it is 
like going from the frying pan into the fire, too—where do you find 
the stainless steel ? 

Mr. Evins. Who are your normal suppliers? 

Mr. Rozertson. In our copper-bearing metals—— 

Mr. Evrns. In your steel? _ 

Mr. Rorertson. We use very little steel. We use zinc die castings 
and brass and bronze, and red brass sand castings. 

Mr. Evins. For the materials which you use who are your normal 


a 
Mr. Rozertrson. Well, locally, we have the Ohio Pattern Works on 
sand castings, and we buy zinc castings from a firm in Dayton. 
Mr. Evins. How long have you been doing business with them? 
Mr. Rozertrson. Over quite a period of years, 30 at least. 
Mr. Evins. You are finding your powers of “cmc gee inadequate / 
y 


Mr. Rozerrson. Yes; the lead time has really gone out in front of 
us. We have been dealing with Revere, Chase & Scovill, and all the 
big metal people. 

Mr. Evins. Do you have any contracts with the Government ? 

Mr. Roperrson. Presently, no. Part of our products and it is 
hard for us to distinguish the proportion, are chests and lockers manu- 
factured for the Navy, and on definite Government purchase. 

Mr. Seety-Brown. Sir, am I correct in saying that one of the big- 
gest problems you have is in regard to material, particularly the brass 
or copper ? 

Mr. Rosertson. That is right. 

Mr. Seety-Brown, How will the present copper order, as we hope 
it may be amended, affect you? Have you been following the pro- 
cedure as regards copper in Washington ? 

Mr. Roserrson. That is right. 

Mr. Seety-Brown. I happen to come from the State of Connecticut, 
and we are very much concerned about the present copper order, and 
we would like to see that improved, if it is vis ah ible to do so. 
I would like to have your comments as to what you think ought to be 
done in just that specific respect. 

Mr. Ropertson. We are picking up our first quarter figures now, 
and we have curtailed ourselves according to the restriction order, 15 
percent less January, 15 percent less February, 20 percent less March. 

Mr. Seecty-Brown. And you believe that order should be amended / 

Mr. Roserrson. I think it should be eased up a bit, because the 
pattern is not taken from the most active part of the year. Obviously, 
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like a lot of other people, we were much busier in the last 6 months 
of 1950, rather than the first 6 months. 

Mr. Seety-Brown. Do you think our entire policy as regards 
copper should be changed ? 

r. Ropertson. You mean up until it was not done last year / 

Mr. See.y-Brown. Yes. 

Mr. Rosertson. Yes, we have always gone on record in favor of 
that, to ease that situation. We recognize that we are short on domes- 
tic copper, there is no question about that. 

Mr. Seecy-Brown. I think we have got some men on here that can 
talk copper. 

Mr. Datmas. The National Production Authority. 

Mr. Evins. Do you have any further questions? 

Mr. See.ty-Brown. Copper is the real thing. 

Mr. Evins. Do you have any further questions, Mr. Dalmas? 

Mr. Datmas. I have no questions, but I would like to hear what 
Mr. Bartlett says about the copper order. 

Mr. Bart err. I believe first that Mr. Robertson mentioned the 
fact he was having difficulty in getting his appeals for relief proc- 
essed within reasonable time. 

Mr. Rosertson. That is right. 

Mr. Bartierr. Were those filed through the local regional office, 
or direct with Washington ? 

Mr. Rosertson. We went direct to Washington with them. 

Mr. Bartierr. We are equipped here locally to help you and also 
follow up any such appeals through the regional local office. Are you 
located in Hamilton, Ohio? 

Mr. Ropertson. No, that is the parent company. We are here in 
Covington. The reason we skirted any local assistance, which we 
would have been most appreciative of, was that we have a Washing- 
ton representative in our sales and district office in Washington, so 
it is logical for that man to keep close contact with the Government 
regulations, and knowing the channels, we can air mail him certain 
things, and within 2 hours of having received them, he has them into 
some peoples’ hands. 

We were not too optimistic on this first appeal coming back so fast. 
It takes time for the machinery and for the thing to get going. We 
are thinking about what will happen in the second and third quarters. 

Mr. Bartiert. Well, we are very well equipped locally, not only to 
initiate, but to follow up any appeals. 

Mr. Rozertson. I know you are. 

Mr. Bartiertr. We will be glad to help wer in that respect. 

Mr. Ropertson. I doubt if many people know just what the tre- 
mendous potential is in safe-deposit boxes. I can tell you with some 
pride, naturally, that as the end of World War II, when the shooting 
was supposed to have stopped, and the smoke blew away, and the 

light was put on to work. against the tremendous backlog that 

ad been built up in our industry, as well as for our own company, 

from that time forward, which was approximately September or Octo- 

ber 1945 until just last, I don’t remember the date, but it was in June, 

our company produced and placed in banks 1,000,000 deposit boxes 
and that demand goes on and on. 
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People today who did not dream maybe 10 years ago that they 
would ever want to have one, now go into a bank to rent a box. They 
buy a few bonds, and they have their insurance policies, and other 
papers, and they go into a ab and say, “I want a box,” and the bank 
says, “We don’t have any, but we have an order pending.” 

Mr. Barrierr. Then you feel that if you had difficulty with re- 
spect to an order or an interpretation of a regulation, that if you 
could get an answer on the spot here in the field it would be of greater 
service to you rather than having to go to Washington ? 

Mr. Rosertson. Yes; I would say that is so. 

Mr. Evins. I would say that this committee is urging proper an- 
— and on the spot decisions be rendered to small-business men in 
the field. 

We thank you for your testimony. 

Mr. Roserrson. Thank you, sir. 

Mr. Evrns. Mr. Daniel G. Fries. 


STATEMENT OF DANIEL G. FRIES, FRIES & SON ‘STEEL 
CONSTRUCTION & ENGINEERING CO. 


Mr. Evins. All right, Mr. Fries. Give us your name and the organ- 
ization you represent. 

Mr. Fries. My name is Daniel G. Fries. I am the owner of Fries 
& Son Steel Construction & Engineering Co. 

Weare a small business with about 75 or 85 aero: 

I have a short letter here, and I could probably save a lot of time if 
I could just read it. 

Mr. Evrns. Go right ahead. 

Mr. Frres. Our main complaint is material and lack of matertial. I 
had addressed the letter to Chairman Mike Mansfield, United States 
House of Representatives, subcommittee, Covington, Ky. 

Prior to, and during this Korean emergency, we have been trying 
to be afforded the opportunity of figuring on a prime contract. We 
have contacted all of the local, as well as the purchasing offices of our 
several military branches. Thus far our efforts have brought no 
results. We have contacted quite a few of the larger corporations, 
such as the larger automobile manufacturers, requesting an oppor- 
tunity of figuring on some of their prime defense contracts, as sub- 
contractors, also without success. 

The small manufacturer, is in a very tough spot, for he cannot ob- 
tain steel, for his regular civilian orders on hand, because the steel 
mills are only accepting highly rated DO orders, and we, as a sniall 
manufacturer, cannot obtain any defense work, which carry DO 
ratings. 

So the squeeze is on, and a great many of us will be forced out of 
business, unless a solution for this deplorable condition can be found. 

In our case, we have a modern well-equipped plant, with about 
55,000 square feet of floor space. Have heavy duty, brakes, shears, 
and steel forming and stamping presses, ranging in capacity from 
50 tons up to 750 tons double acting deep draw presses, spot and 
are welding equipment. Believe we have sufficent know-how and 
capital to do most any kind of light or heavy gage steel fabrication 
work. During World War II, we did armor plate work, heavy ship 
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bulkhead doors, hatch covers, the bases for a 6-inch fuze can, and many 
other items. 

Believe we could fabricate the above and also the following items 
now: Armor plate landing barges, portable bridges, steel pontoons, 
parts of armored tanks and similar kindred work. 

Anything your committee can do to keep us from closing our plant 
doors will be greatly appreciated. 

Now, we have probably got a file no different than the rest of the 
small manufacturers here of probably a couple of inches. We have 
contacted all of the local offices and have gotten spendid and kindly 
consideration, but I believe that auparentty this particular area has 
not had the opportunity of figuring on as much work as some of the 
larger areas. At least, the only information that I could receive as 
to wh things were rather slow in this particular area was that they 
would say, “Well, certain work is alloted to certain territories, and 
eventually our turn will come”—meaning Cincinnati, we call this the 
Greater Cincinnati area. 

The only other thing we were able to discern was that apparently 
one of our difficulties was that we were over capacity. We have more 
capacity here than quite a number of like areas. 

f course, Cincinnati is a great machine tool area, as you all know, 
and I don’t know why that should bother a steel fabricating plant, of 
which we have quite a few also, but I believe that if some of these 
mills would be, shall we say, urged to give the full allotment, or the 
balance of their full allotment that is supposed to go to smal busi- 
ness, and give them that steel instead of shutting them off and trying 
to tell you )ou should buy through warehouses. 

Of course, previously you tried to compete with your fellow manu- 
facturers, aid you bought in carload lots, and now they give you the 
answer that you ought to buy from warehouses. 

Well, that is not a bad idea either, but just try and get steel. They 
don’t have it. So what happens? It is just unexplainable, at least in 
my position I cannot understand it, it is sort of a vicious cycle there 
that you wind up with zero. 

Mr. Evtns. In tonnage, how much is your normal quarterly or 
monthly requirements ? 

Mr. Fries. Well, our present requests are very moderate. If we 
could get 75 to 100 tons under this present condition, which would be 
about one-fifth of our usual needs, we would be very happy, but we 
don’t even get that. 

Mr. Evins. I was going to ask you how much has your normal sup- 
ply been curtailed ? 

Mr. Frres. I would say 550 to 600 tons, and we would be very happy 
with one-sixth of that, not alone a fifth. 

Truly, it is a bad condition, and I believe that the crux of it is that 
I stay in my own backyard. You write to the Government and you 
get a kindly letter stating that they are not using all of it, they are 
using 65 percent or 60 percent. All right, the way I took at it, we 
ought to have a little nibble of that 60 percent of the tonnage. 

Mr. Evins. May I say that the committee feels that way, too, that 
the military should have such material as is needed in the war effort. 

Mr. Fries. But no more. 
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Mr. Evins. We feel there should be ‘sufficient, or at least a limited 
amount, to permit small business to continue to supply on a rated or 
at least priority basis. 

Mr. Frres. Sens is a true instance. You contact your previous 
sources, and they will call you by your first name, and be very nice, and 
say, “Well, you are just a little early now.” “When do you think we 
ought to come in?” “You contact me the 15th or 16th of next month,” 
and they will name the month, and then you are too late, the Gov- 
ernment has increased their demands, pe there you sit. You are 
either too early or too late, and I will swear I have personally gone 
over, which is not necessarily my job, and tried to contact the mill 
representatives locally, and it is just a terrific job. 

r. Evrns. I believe you would favor legislation, then, which would 
require the government to negotiate perhaps 25 percent of their con- 
tracts with small business, and for the fabricators to insure that at 
least 25 percent of their supply goes—— 

Mr. F res. If you knew what you were getting you could adjust your 
number of employees to at least tide you over and then be in a posi- 
tion to resume work when the emergency is over, but this way you 
lose some of your key men, who have probably been with you for 2) 
or 30 years, and they are irreplaceable. It is just tough. 

Mr. Sreiy-Brown. Do you need a Government contract to keep in 
business? You do now, don't you? 

Mr. Fries. Yes. We would love to have a prime contractor’s sub- 
contract, chiefly because I don’t see any other way a small manufac- 
turer will have steel to work with, and keep men. 

Mr. Srery-Brown. That was No. 1. 

Mr. Frtes. I say that most sincerely. 

Mr. Seeiy-Brown. No. 2; do you have any particular feeling as re- 
gards to whether—let’s assume you are bidding on a prime contract. 
whether it shall be negotiated or open bid ¢ 

Mr. Fries. No, sir; that is incidental. 

We were fortunate to have one or two smaller prime contracts, as 
well as maybe a dozen or more large subcontracts. 

As I say, we are not a big outfit; we have just about 75 or 80 men: 
but nevertheless we have been here about 30 years, and we don’t want 
to quit and have no reason to. 

Mr. Srecy-Brown. I would like to ask you another question. You 
talked about the 2-inch file you had. That is what is causing the 
paper shortage all over the country. 

Mr. Fries. Probably so. 

Mr. Seety-Brown. That is right. Would it - eee if there could 
be in this area a translator, so you could go and tell him exactly what 
your plant has in the way of machinery, and he would be qualified 
with an engineering background, so he would know what you can 
make, and could tell you specifically “These contracts we need the 
kind of things you can aie we would like you to look at this or 
this or this”? Would that help you any ¢ : 

Mr. Fries. I think a coordinator of that type, an office of coordi- 
nation, would probably help, if it was manned by a fairly practical 
head that knew the value of this equipment. , 

Mr. Seety-Brown. Yes; a man who could translate what your ma- 
chinery could make in regard to what the Government wants. 
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Mr. Fries. That would be a splendid step forward. 

Mr. Seety-Brown. That is all the questions I have. 

Mr. Evins. Major Robinson ? 

Major Rosrnson. I would like to ask one question. Have you con- 
tacted your previous prime contractors ¢ 

Mr. Fries. Yes. 

Major Rosrnson. The people you worked with during the last war? 

Mr. Fries. Yes. 

Major Roprnson. And you have not been successful in getting any- 
thing ? 

Mr. Fries. Some of them stated they are not in a position to, or they 
are not quite ready to do any subcontracting. They are trying to get 
organized themselves. 

Major Rostnson. ‘I see. 

Mr. Evins. Do you have any further questions, Major ? 

Major Roginson. No, sir. 

Mr. Evins. Mr. Dalmas. 

Mr. Datmas. Are you being offered any steel, sir, at premium prices / 

Mr. Fries. No, sir. 

Mr. Datmas. You have not received a lot of cards mailed out of 
one place and another saying that you can buy steel at eight or ten 
dollars a hundred over the mill price? 

Mr. Frrés. I think some of that comes through the mail; yes, sir. 
They are very open about it. “Here it is, 10 or 11 cents a pound 
over, if you want it.” 

Mr. Datmas. You cannot operate and compete on that sort of price 
with your friendly competitors ¢ 

Mr. Fries. No, sir. We do two lines of business in our small place. 
They are independent ; they are under the same roof, but have separate 
equipment foreach. In the one we do lighter gage fabrication, we do 
steel bathroom work, for medicine cabinets, and we also do a lot of 
steel stamping and deep draw work. We do steel jail and prison 
equipment, and that is more of the heavier gage steel. 

Especially in the bathroom cabinets, those prices are cataloged, or 
sent out with the catalogs, and there is no chance to take premium steel, 
unless you want to go further in the red. 

Mr. Datmas. If you have any such letters or post cards will you 
give them to the committee ¢ 

Mr. Fries. Sincerely, I don’t have any. I just chucked them in the 
wastepaper basket, because we are not particularly interested in that 
type of business ourselves. 

Mr. Evins. You may not be interested, but it might prevent the 
development of a black market. 

Mr. Fries. I will be very happy to forward anything that comes 
further. 

Mr. Evins. You feel the problem is distribution ? 

Mr. Fries. I think so. We had a nice backlog for a small concern, 
a nice backlog of orders, particularly in bathroom cabinets, and the 
shipments are 2 or 3 months in arrears, due to lack of steel. If we 
had just a few crumbs of our needed requirements we could appease 


and probably keep some of our older customers. 

During the last war the same condition arose and we lost a lot of 
customers we had for years because we did not have the steel, which 
Was proper. 


86267—51—pt. 1——25 
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Mr. Evins. The committee is very appreciative of your testimony. 

Mr. Fries. Thank you. I wish to say when I heard you all were 
coming, I was very, very proud and honored, because Covington is 
a very small city to have such a distinguished committee. 

Mr. Evins. Well, we are trying to be useful and of help wherever 
we can. 

Mr. Fries. Thank you. 

Mr. Evins. Mr. Bocanegra. 


STATEMENT OF TOBY BOCANEGRA 


All right, sir. Give your name and your organization. 

Mr. Bocanrera. My name is Toby Bocanegra. I am a salesman. 
I have been a salesman for the past 14 years. My complaint is regu- 
lation W. I sell appliances and I have sold all types of equipment, 
and I have found in the past that the people are now putting up and 
buying reconstructed or so-called reconstructed or refixed items that 
are actually household necessities for enormous prices, because they 
cannot put the down payment on new merchandise, like, for instance, 
sewing machines or stoves or refrigerators. 

People are doing with a lesser quality of such merchandise than 
they were before, and they have to buy reconstructed stuff that ac- 
tually in the past would not be worth four or five dollars, and now 
they have to pay eighty, ninety, or a hundred dollars for the same 
thing, and they have no guaranty whatsoever. 

The thing I would like to recommend to this committee is this: 
That they review regulation W and give the people a chance to buy 
the better merchandise, but cutting down the 25 percent, by cutting 
it down to 10 or 15 percent down payment and the people could get 
the better merchandise. 

Mr. Evins. Then you feel that there should be a relaxation of 
credit restrictions, rather than a further restriction ? 

Mr. Bocanrera. That is right. I see it here. I have been a sales- 
man, and I have sold practically from house to house—not exactly 
that, it is mostly lead work—but believe me, it is hard to find a person 
with forty or fifty dollars in their home to buy a new piece of mer- 
chandise. 

Mr. Evins. Of course, you recognize the whole objective of these 
regulations is to try to prevent inflation or the inflationary problem 
with which we are contrauked today. What would be your recom- 
mendation as to the number of months in which a consumer should 
be permitted to pay for a washing machine or a sewing machine / 

Mr. Bocanrora. I think, like the other gentleman who was here 
before, if you would up it from 15 to 21 months, that that would give 
them a chance to buy the better quality of merchandise, which they 
are doing away with right now, and they are not buying that type of 
merchandise right now, and they have had to put up with an inferior 
quality of stuff that is actually no good. I sold the stuff myself and 
I know what I am talking about. ‘ 

Mr. Evins. Since some of the appliances you sell are under regula- 
tion W and others are not, you think the others should be—— 

Mr. Bocanrera. I think household necessities should be things es- 
sential to the house. As to luxuries, I don’t think the time should go 
up on luxuries, but when it comes to a stove, a refrigerator, or a sewing 
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machine, which is absolutely a necessity, I think we should lower the 
down payment on it so they can buy a higher quality of merchandise, 
instead of buying some rebuilt item out of the garbage can, which 
wasn’t worth anything before, and now they up it to $60, $70, or $80, 
and actually they are not even rebuilding the stuff. All they do is to 
repaint it and sell it, and are still charging $70 or $80 for a piece of 
merchandise that is not worth anything. 

Mr. Evins. As a salesman I assume you represent various appliance 
houses ? 

Mr. Bocanrora. That is right. 

Mr. Evins. And you feel that there has been a considerable curtail- 
ment of sales as a result of this regulation ? 

Mr. Bocanecra. That is right. 

Mr. Sreiy-Brown. And you are suggesting that a black market— 
well, not exactly a black market, but what in effect is a black market— 
in appliances has developed because of regulation W ? 

Mr: Bocaneora. That is right. I feel that before that, if you re- 
member correctly, refrigerators, before the war you could pick up the 
second-hand ones for almost nothing. They would throw them away, 
with the motors and everything, and all they are doing now is putting 
a piece of pump on and selling the same things of $80 and $90, and 
the people who are paying for it is actually the general public, and 
they are not getting anything for their money. If they could go out 
and buy new refrigerators they would gladly buy them if they had 
the down payment for them, and then they would have top-quality 
merchandise. 

Mr. Evins. Are there any further questions ? 

Mr. Sree.y-Brown. No. 

Mr. Evins. The committee appreciates very much your testimony. 

Mr. Bocanrera. Thank you very much. 

Mr. Evins. We will now call Mr. F. B. Thomas. Will you come 
forward, please, Mr. Thomas? 


STATEMENT OF F. B. THOMAS, PRESIDENT, THE BUNDY 
THOMAS CO. 


Mr. Thomas, give us your name and your organization, and then you 
may proceed. 

Mr. Tuomas. My name is F. B. Thomas and I am president of the 
Bundy Thomas Co., paint manufacturers. I have a little letter here 
that I will read in order to save the time of everyone. 

We, as well as other small paint manufacturers in this area and 
the whole area of the United States, would like to present to you 
for solution a problem that vitally affects not only our continuance in 
business but our future growth. 

We refer to the continued lack of security in obtaining basic in- 
gredients, such as titanium pigments and white lead, from only a few 
available sources of these raw materials; particularly as these com- 
panies have also strongly entered the fabricating of paint direct to 
the consumer in competition to the companies to whom they sell their 
raw materials. 

This situation is further enhanced, particularly in the ability of 
the small manufacturer to aid the defense effort, in that the National 
Paint, Varnish and Lacquer Association, which is supposed to repre- 
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sent all its members, has recommended the abolishment of NPA Regu- 
lation 4, DO-97, particularly in regard to titanium. 

This is again knocking the props from under the small paint manu- 
facturer, inasmuch as he needs to apply said regulation on the pur- 
chase of titanium, cans, and so forth, if he is to fill any city, State, or 
United States general services of supply orders. 

Our company has had this up at various times with various repre- 
sentatives of the Government, for example: 

August 1950, United States Department of Commerce. 

February 1948, United States Senate. 

Also with the District Manager, Department of Commerce. 

Mr. John Ford Baecher, Department of Justice, Washington, D. C. 

Mr. J. G. Crost, Select Committee on Small Business, House of Representatives. 

Washington, D. C. 

January 1948, Mr. M. W. Rowell, executive director, House of Representatives 

Select Committee on Small Business. 

Hon. Brent Spence, House of Representatives. 

Mr. Charles G. Ross, Secretary to the President, White House. 
Hon. Thomas Clark, United States Attorney General. 

April 1947, Hon. Charles H. Elston. 

In the last 10 years, however, there has only been a > hye in 1949 
of around 6 or 7 months when an increase in quantity of titanium was 
available to the small manufacturer which has made the growth, 
without the use of an inside pull, impossible. 

These few large companies might be perfectly well within their 
rights and have possibly played the game as fairly as can be considered 
in business ethics. However, the situation parallels the aluminum 
industry, as of some years ago, and other well-known cartel operations. 

While we are not a believer in government in business, it is our 
belief that the small improvement shown in 10 years—the fact that 
the raw material people, so considered, are also in direct competition 
to us in the consumer field—that it would be more than human morals 
can stand to expect much future improvement, and we, therefore, be- 
lieve that it would be most advantageous to this country—instead of 
trying to sell television to the Hottentots in Africa—to establish a 
government-subsidized plant for refining titanium and corroding lead 
to serve some 1,300 paint manufacturers who are not among the Big 
Ten, with their integrated, raw manufacturing and distributing sys- 
tems. 

This whole thing is again in confusion, which is not easy to take 
‘by the small manufacturer, especially when we see increasing monthly 
export shipments of this material. 

Mr. See.y-Brown. Mr. Chairman. 

Mr. Evins. Mr. Seely-Brown. 

Mr. Sreety-Brown. What is the main source of titanium? 

Mr. Tuomas. Ilmenite. 

Mr. Seeity-Brown. Where does that come from? 

Mr. Tuomas. There are quite a few deposits in this country and 
abroad. There is plenty; that is a most plentiful metal. 

Mr. Seery-Brown. In other words, you feel there is an adequate 
natural supply of titanium, either in this country or abroad? 

Mr. Tuomas. Yes, sir. 

Mr. Sre.ty-Brown. I was interested in your statement that, we were 
exporting this in large quantities. 

Mr. Tuomas. That is right. 
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Mr. Seery-Brown. I wonder if you would care to explain that and 
to whom we are exporting it ¢ 

Mr. Tuomas. The majority goes to American companies in Canada. 
However, there are fields around here, for example, 200 pounds of 
pure titanium a month, and you are exporting over 5,000,000 pounds 
a month, and we look at that with longing eyes. 

Mr. Sreety-Brown. It is being exported, you say, to American com- 
panies primarily in Canada? 

Mr. Tuomas. That is right. 

Mr. Seety-Brown. What are those American companies in Canada 
making ¢ 

Mr. Tuomas. Paint. 

Mr. Seecy-Brown. Paint. Why are they making it in Canada? 

Mr. Tuomas. For the Canadian market. 

Mr. Seety-Brown. Do they sell any paint they make in Canada in 
=. with the paint you make here ¢ 

Mr. Tuomas. It could be, but your freight rate and import duties 
would probably prohibit that ; so, I don’t know. 

Mr. Szety-Brown. How does the Canadian market for paint com- 
pare with ours ¢ 

Mr. Tuomas. Well, it is much smaller, considerably smaller. 

Mr. Srery-Brown. And where do these 5,000,000 pounds go? 

Mr. Tuomas. Of course, some of that goes to England, to the Neth- 
erlands, and probably to the Hottentots in Africa, for all I know. It 
is just a lump-total figure. 

fr. Seery-Brown. But it is your opinion that we are exporting a 
material which certainly you and your organization feel, at least, is 
critical, so far as you are concerned, and you think that an effort 
should be made on the part of our Government to restrict or curtail 
that export ¢ 

Mr. THomas. That is your only immediate solution. Your other 
solution, as suggested, is to establish some kind of Government plant 
for refining titanium. 

Mr. Sreiy-Brown. Do you feel it would be better to restrict the 
exports or to subsidize a Government plant ? 

Mr. Tuomas. Well, personally, I think we had better have a new 
plant, for the simple reason there are only two sources or two main 
sources. It is a very closely held industry. This is not just due to 
Government conditions. This has been going on, as I say, for 10 
years, and there has been no marked improvement. We still have to 
_— everybody to get our basic raw materials. 

Mr. Srery-Brown. In other words, you feel there is a very definite 
titanium monopoly ? 

Mr. Tuomas: Very definitely. As I say, I cannot blame them, but 
we are absolutely insecure. We don’t know from month to month 
whether we will be in business next month or not—not only now— 
this started last spring before Korea; this has been going on for a 
long time. 

It has to do now with the supply situation on your DO orders. The 
only way that we can bid on city, State, or Government services of 
supply—not the Army and Navy, but they buy most of the paint— 
we haven’t enough titanium or cans to bid on those orders. We have 
plenty of contracts. I think I know the ropes on that much, but they 
are not even honored now. We have one manufacturer in this area 
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who is having to welsh on Government contracts because the titanium 
people will not honor a DO 97, I cannot even replace the titanium 
that I gave to the State of Kentucky. That is because they will not 
honor a DO 97. Naturally they are in business, too. So, we are 
utterly at their mercy. 

Mr. Sre.y-Brown. How about the situation as regards lead? 

Mr. Tuomas. It parallels it. The only thing is that lead is more 
expensive and it is not used as much. 

Mr. Evins. Then it is the case of complaint not against the Gov- 
ernment, but it is against the source of supply, the monopoly of which 
you complain ¢ 

Mr. Tuomas. And it makes it impossible for us in the paint business 
to do anything for the Defense Act, shall we say ¢ 

Mr. Seery-Brown. And you rely on that to stay in business in a 
period of this kind ? 

Mr. Tuomas. That is right. We could be out of business tomorrow 
if the titanium people said they didn’t like my testimony here today, 
and I am out. 

Mr. Evins. Then you are recommending an increased production 
of materials; that is the situation which you are desiring to be brought 
about ? 

Mr. Tuomas. Increased production, without strings attached to it. 
There has been an increased production of titanium over the last 10 
years. 

Mr. Evins. Of course, the sale of products abroad is a matter of 
trade and commerce and a business in which men are engaged. You 
would not want to restrict that freedom or right ; would you ? 


Mr. Tuomas. No, sir, but it takes too much money in today’s market 
for the average ery ty to start in to build a titanium plant in com- 


petition with what has already been established; and, wherever we 
have hopes that some independent company will do it, certain New 
York bankers get their tentacles in it, and it suddenly stops. 

Mr. Evins. You spoke about orders from the General Services 
Administration. Do you have contracts with them to supply paint! 

Mr. Tuomas. No; we dodge them. We could not fill it 1f we got it. 
In the first place, the General Services Supply have not been giving 
DO orders, and unless you have an inside “pull” to get titanium you 
cannot bid on it. 

Mr. Seety-Brown. Approximately what percentage of titanium is 
manufactured in this country and is exported? I am asking for a 
rough idea. 

Mr. Tuomas. I haven’t any idea. I would say possibly that is just 
the usual 10 percent. That is a rough guess. 

Mr. Datmas. Would you like to see the titanium and white-lead 
industry fostered by the Government at this time, somewhat like the 
aluminum industry, and the steel industry, and some other important 
industries? Do you think that is important enough to issue certificates 
of necessity on and to lend Government money to private individuals 
to build plants? 

Mr. Tuomas. Yes; I do, in this condition, because this is an indus- 
try that 10 years ago or more did not lend itself to efficient large-scale 
operations, because of the freight rates, as well as other conditions. 
In other words, the raw materials is a large part of the cost of a gallon 
of paint, as different from some fabrication where labor is the big 
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element. So, the only way you can establish a national market is 
through control of products and price, and the same way with dif- 
ferentials in purchasing, which are extremely great, and getting more 
so all the time, bet ween a carlot buyer and a less-than-carlot buyer. 

Mr. Davmas. Well, you know that the Government is encouraging 
an expansion of steel and aluminum and all critical and strategic 
materials. Do you know whether they have done anything on this 
proposition or not? 

Mr. Tuomas. We got as far with our complaints, gentlemen, in 
1948, when we first thought something should be done 

Mr. Damas. I mean, in the present emergency, since the NPA has 
been set up, what has been done? 

Mr. Tuomas. Nothing. 

Mr. Datmas. Nothing. 

Mr. Tuomas. Except to restrict us further. 

Mr. Evins. I am advised by Major Robinson of the Department of 
Defense, that titanium and lead are being stockpiled as critical mate- 
rials, and are used by the Department of Defense. That may be 
another situation that is accelerating your condition. 

Mr. Tuomas. Yes; and with no holds barred I might tell you some- 
thing about that. 

Mr. Evins. You may proceed. 

Mr. Tuomas. That generally happens when the market starts to sag, 
and they are afraid the prices are going to go down, then they have 
that excuse and say that the Government is stockpiling it. 

Back before Korea last year the shortage started in March of 1949, 
that is before anything in defense happened, and it might be interest- 
ing to look into that, because all pigment prices were declining, but 
titanium pigments never declined, because they had a shortage there. 

Mr. Seety-Brown. I would like to continue with the question which 
Mr. Dalmas asked, if I may, and that is, do you feel that if private 
capital could get a certificate of necessity, say, from the Government, 
which would make possible the amortization in a 5- or 10-year period, 
that private capital would be interested in setting up a plant or plants 
to manufacture more titanium than is presently being done ¢ 

Mr. Tuomas. I do, if it could be done unhampered, to this extent : 
You have a new deposit that opened in Canada recently, by a company 
controlled by the Kennecott Copper Co. and the New Jersey Zine Co. 
However, they are not going to refine it into pigment use. That has 
again been estopped, and it will be turned over to your two largest 

roducers, so I don’t see that your situation is any better so far as 
music principles. In other words, it is not a free market. There 
should be an independent company that would sell the independent 
paint companies. 

As I say, I am very much against Government in business, but I see 
no alternative in view of the conditions during the past 10 years. 

Mr. Evins. Then you feel that when a situation becomes too critical, 
then it is necessary for the Government to step in? 

Mr. Tuomas. That is right, and only because of that. 

Mr. Srety-Brown. Is titanium a byproduct, or not / 

Mr. Tuomas. No; it has to be refined. It comes from ilmenite and 
various grades of ores. As I say, it is the most prolific of most of 
the metals. It looks like sand. They have it in Florida. The 
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duPonts have more deposits in Florida. But up until some few years 
ago it has been a patented process, an international cartel propositio 
that was brought through an antitrust suit, but there is nobody who 
has got money enough to buck duPont, National Lead, and the Chase 
National Bank. 

Mr. See.y-Brown. I wanted to get that in the record. 

Mr. Evins. Thank you, Mr. Thomas, for your views on the matter. 
Do you want to make any specific additional recommendations‘ If 
so, the committee should ‘A pleased to have your testimony. 

Mr. TxHomas. I would like to answer this gentleman’s several ques- 
tions, if the major will not resent all holds Soin barred: When you 
asked about establishing offices here I would definitely answer in the 
negative because it would be simply adding more bureaucracy and 
overhead. I don’t think it would do a bit of good. 

We have a good one with Luckey here, and the chamber of com- 
merce. The only help small business gets will only come through 
from the top chain of contain on down, until they get it in their 
minds that we have as much sense as the assistant vice president of the 
“spittoon department” of some big company. I happen to know that, 
because I was one of the consulting management engineers who made 
a survey of the armed services force in 1943 for the Truman Committee, 
and with all my respect for their efficiency for procurement, I have 
seen the inside. 

I would hate to see you adding more overhead for nothing. 

Mr. Seety-Brown. Of course, my thought was that we would 
eliminate the overhead by having one person here who knew what 
he was doing. 

Mr. Tuomas. I sat in the Quartermaster Department alongside the 
commanding general, and so forth, down the line. The Small Busi- 
ness Committee you had at that time would certify these little com- 
panies and say, “Here are some of these little companies you can buy 
shoes from,” and the major said, “I never heard of them. Who has 
been getting it before? Give it to such and such a company.” 

Now, that is the inside, with no holds barred. We were into every- 
thing. I say this all from a constructive point of view, the only way 
you are going to get anything is from General Summerfield to correct 
the attitude that the armed services group have regarding small busi- 
ness. 

The Government paid $100,000 for that survey, and I imagine it is in 
a pigeonhole some place in Washington today. 

Mr. Evins. Thank you, Mr. Thomas, and if the committee wishes 
to hear from you further you will be available for further testimony 

Mr. Tuomas. Yes, sir. 

Mr. Evins. Mr. Lawrence Michaels. 


STATEMENT OF LAWRENCE MICHAELS, PRESIDENT, THE 
MICHAELS ART BRONZE CO. 


Mr. Evins. Will you give your name and the organization you 
represent, please / 

Mr. Micnaets. My name is Lawrence Michaels and I am presi- 
dent of the Michaels Art Bronze Co. 

I have a written statement, but I prefer for it to go into the record, 
rather than for me to read it. 
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Mr. Evrns. It will be included in the record at this point. 
(The statement referred to above is as follows :) 


Since we are a small business, we have found it most difficult to present our 
various problems where they will be recognized and felt, not only at this critical 
time, but also in past years. 

We have always felt it has been very difficult for small business to correlate 
and present their problems to the proper authorities. We, ourselves, have at- 
tempted to do this in the past few months, since, from all indications, we are 
soon to be put out of business due to the National Production Authority regula- 
tions. This will occur to others, causing unemployment, and losses in taxes to 
the Government all throughout the country. 

We have solicited defense contracts from every Government procurement 
agency and are mobilized under the Corps of Engineers program. Not only have 
our brochures been mailed to the Government procurement agencies, but to every 
large contractor who has received a defense contract. However, we have actually 
not received any encouraging word from any department or from any company, 

The requests for bids which we have received in many cases were received too 
late to make an intelligent bid. Some of the requests were out of our line, 
and the quantity involved in all of these requests—which were not too numer- 
ous—was not sufficient to keep our plant in full production for 2 months. 

We were in hopes we would be able to finish our present contracts and in the 
meantime secure some contracts for defense work, so that there would be no 
loss in employment or any disruption of our organization. As of the present 
time, we do not know how this can develop within the next 4 to 6 months. 

We are interested in doing our part in the defense program, and cooperating 
in every feasible manner, but we cannot quite understand why all of the sudden 
burst in the aluminum stockpiling when this was authorized some time ago. 
Because the Aluminum Co. of America was accused of being a monopoly and 
production restricted, some of their plants have been idle until just recently. 
This artificial shortage has also been further increased because the Government 
subsidized companies; Kaiser and Reynolds have not put all of their aluminum 
production on the open market. They, too, have been manufacturing end prod- 
ucts, thus increasing the aluminum shortage. 

Copper, which has received quite a bit of publicity some months ago when 
it arrived in Chinese hands, was due to the tariff which we now have on copper 
of 2 cents per pound. 

If there is a copper shortage, we believe the tariff should be removed, particu- 
larly due to the fact there is agitation now in regard to spending billions to 
build these refineries and to refine the low-grade copper ore. These refineries 
will be operated at a loss. We are, in addition, opposed to Government sub- 
sidization. 

Chile should be encouraged to ship copper to us, rather than to some of the 
totalitarian countries, by removing the artificial trade barrier imposed by a high 
tariff. 

The above difficulty presents our viewpoints regarding our particular business, 
but we would like to go further and state some of the over-all problems which 
we are confronted with directly and indirectly. 

There should be a reduction in nonessential spending and waste. Coopera- 
tives should be taxed, as should all other tax-exempt enterprises. This goes as 
far as union organizations when they buy a business or buy investment property. 

All subsidization should stop. As an example, why should airlines try to 
encourage half fares on Mondays, Tuesday, and Wednesdays, when they are 
being subsidized, and at the same time, paying for advertising such as a four- 
color center spread in Life magazine costing anywhere from $46,000 to $53,000 
an issue? This is part of your tax money and every individual’s tax money. 

Bureaucracy should come to a stop, such as one bureau trying to out-employ 
and trying to grow bigger than another bureau, and actually saying in effect, 
“We do not care what you do to such-and-such, but don’t bother our program.” 

We do not believe in exploiting labor, nor do we believe in labor exploiting 
other groups or individuals. We believe unions should be treated and regulated 
the same as business. 

We are not in sympathy with featherbedding, particularly when there is 
definitely a shortage of skilled and willing workers. When we speak of feather- 
bedding, is there any rhyme or reason, or any sound economy behind a rail- 
road being required to pay $137 million in wages not earned in 1944, and $150 
million in 1945? Actually, isn’t this labor monopoly? 
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We think people want their freedom, and want to work where, and how, and 


if, and when they wish. 
We are against the thought of the American people’s lives being formed or 


created by charts and graphs in comparison to the population of 10 years ago 
as compared to today’s population, and what they used 10 years ago, and what 
they may anticipate using today, and we feel by doing this, there are fictitious 
shortages being created, running up prices and costs, such as farm parities, and 
the 40-hour workweek, which we believe was never intended during a period when 
you have full employment and the great amount of purchasing power that the 


American public has today. 
All of these things have created a loss of faith by the public, as a whole, in 


our Government, which in turn, in my opinion, has opened the door for commu- 


nism in the United States. 
We believe our Government should be restricted to the local and state levels, 


and Washington should revert back to the original conception of the Constitution 
held by our forefathers, which were the executive, the judiciary, and the ad- 
ministrative branches. This, in our opinion, would restore faith and incentive 
in labor and management, and would stop this definite trend toward socialism. 

We believe help should only be given to those who try to help themselves, and 
who are honest, sincere, and want to do a job, thereby returning to each individ- 


ual his freedom. 
Is the National Production Authority restricting the construction of small 


houses so they can say, “Private business will not do the job. We will have to 


have more Federal housing”? 

We are not attempting to condemn people living in better homes, but we do 
condemn the fact that the housing projects throughout the country have taken 
real estate off the tax duplicate, and increased the burden of other groups. In 
our way of thinking, you cannot continue to have democracy by giving to one 
group something that another group cannot receive. This only means the second 


group must ultimately pay more. 

In trying to summarize the foregoing, small business is generally penalized 
because it can’t expand through its savings, which naturally are derived through 
profits. When small business must continue to pay high taxes, it causes a hard- 
ship, and consequently these small concerns cannot grow. 

We want freedom and do not want to be dominated by any group. If we have 
the incentive, we want to be allowed to go ahead and not be stymied by taxes 


or pressure groups. 

Mr. Micuaets. I would like to proceed. 

Mr. Evins. You may proceed with any recommendations or sug 
gestions you may have for the committee. 

Mr. Micuar.s. We are fabricators of copper and aluminum. It 
was formerly known as ornamental work, but it has ceased to be 
ornamental work, because it is now a functional operation of a build- 
ing. Our metals and our products go into schools, public buildings, 
such as hospitals, and other buildings, and it is not an ornamental 
trim any more, but it is a functional part of a building. 

The copper order came out in December, which we knew about. 
We immediately filed a hardship form. We heard long discussions 
about the aluminum regulation Dut could find out nothing about it. 

Finally, when it came out, we were restricted as of April 20 on 
copper, and May 31 on aluminum. In other words, we were to go 
out of business. We had more orders on the books for our products 
throughout the rest of this year than we had all of last year, 

In our type of business it takes a lot of engineering, estimating, 
and so forth. As an example, we figured the ornamental work for 
the House Chamber in Washington in February of 1949, and we 
made the final shipment January 4 of this year. As yet we have not 
received our money. I am just citing that as an example of how 
long it takes an architect to prepare plans, put them out for bids to 
get a general contract and how we, as a subcontractor, have to wait 
through a period of time to get drawings, materials, and so forth. 
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We carry a certain amount of material on hand, but in each and every 
case we must go to the suppliers to reproduce our end product, such 
as the Aluminum Co., American Brass, and so forth. 

When these regulations came out we told our customers that we 
were practically out of business and asked them what we should do. 
Should we go ahead and make these shop drawings? This was with 
the net result that we have invested thousands of dollars in those shop 
drawings, but as of this particular moment we don’t know who is 
going to pay for the shop drawings, we don’t know what material 
we have in our plant, and who is going to pay for that. 

On the other hand, there are some of our people want to cancel 
their contracts. I don’t think there is a chance for any substitution. 
Wood is just as scarce, and steel you cannot get. 

With that problem faced, we started many months ago in contact- 
ing all the Government omnes with brochures, followed all their 
written instructions as to how we should proceed to get defense con- 
tracts; we also sent the same information to every large contractor 
who had received a defense contract, and in each and every case we 
were advised they were not ready, but that they would talk to us later, 
that it was only in the preliminary stage and there was nothing con- 
crete or definite. 

We have some 200 employees, and we are wondering what we are 
going to do with them. We know that the Government, as well as 
the local people, would lose money in taxes if these people were to 
leave. They own their own homes here, the bigger portion of them. 
Defense contractors are coming in trying to offer higher and greater 
wages, with no security behind it. 

So we sort of have been floundering around and wondering what 
to do next. We read about these defense contracts in the newspapers 
and we wonder what the course is going to be, whether we are going 
to stay in business, or what. 

In the last war we were 100 per cent on war work. We worked with 
the Stewart Lron Works. We were a prime contractor, incidentally. 
We also did subcontract work with R. A. Jones, and other concerns 
such as Kelley-Keott, locally. 

We tried to follow that same procedure in getting those contracts. 
The United States engineers have us mobilized by their office, in 
Chicago, and sent out inquiries for Bailey bridges, but we did not 
get it. The local office whome we worked with under the mobilization 
program has since been moved to Louisville, and the Chicago engi- 
neering office has now been transferred over to Pittsburgh. 

We have been to Pittsburgh, and could get nothing concrete or 
nothing definite. They tell us that they have a lot of items they can 
buy if they are just given the “go ahead.” They are all very friendly, 
but where we go from there I do not know. , 

Mr. Evins. Did you state that you had the contract to do certain 
structural steel work for the House of Representatives / 

Mr. Micnarts. Now, that was decorative, ornamental— well, it was 
stair rails, radiator grills, and so forth, in the House of Representa- 
tives. It was primarily bronze work. That is comprised of sheets. 

Mr. Evins. The rail guards in the balcony there ? 

Mr. Micnuaerts. Yes, and your loud speaker grilles, and “No Exit,” 
railings, and so forth. : 
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Mr. Evins. And you say you have not been paid for that yet? 

Mr. Micwarts. No, sir. 

Mr. Evins. We will see if we cannot get you a check. 

What contracts did you have during World War 11? 

Mr. Micuarts. We made 10-ton pontoon trestles for the Engineers 
and Marine Corps; we made 25-ton pontoons. We made Bailey 
bridges, component parts, we did not make the whole unit. We mace 
V-type enti which was used as a landing docket, supposedly on 
the coast of Normandy ; some radar equipment. 

Mr. Evins. And you are finding during this period that these prime 
contractors are not subcontracting as yet ¢ 

Mr. Micnaets. We think it is their full intention of hogging the 
work and not passing it on. 

So far as the NPA regulations, I would like to add that I wish those 
things would be clarified so we don’t need one individual to interpret 
interpretations. We might as well not have them. 

Mr. Evins. Mr. Seely-Brown. 

Mr. Seeiy-Brown. Of the 200 employees that you have, how many 
of them, approximately, are engineers and draftsmen? I understood 
you to say that a large part of your work was engineering, as such. 

Mr. Micuaers. We have 15 draftsmen classified as engineers. We 
have 60 employees who have been with us from 10 to 25 years, and they 
are all skilled mechanics, and those men cannot be replaced. It takes 
many years in our type of business to develop a man. 

Mr. Seeity-Brown. And you are finding it difficult to keep them? 

Mr. Micnaets. Well, the 15, and the sixty, they will stay under any 
circumstances. 

Mr. Seevy-Brown. Now, assuming that you had Government con- 
tracts do you feel that you would have any trouble in getting the ma- 
terial you need, or not? 

Mr. Micuaris. We had CMP regulations during the last war, and 
certain materials were allotted. We received those materials if and 
when we needed them during our specific quarters. I might add that 
we did $814 million worth of work during the last war. 

Mr. See.y-Brown. Have you got any specific recommendations as 
to what procedure should be set up so you can stop getting polite an- 
swers and get facts and figures ae j contracts that you need and want! 

Mr. Micnagts. Maybe I might clarify that a little bit. We received 
one request, I don’t know what it was now, and I don’t remember, from 
the Navy, but it came in on Monday and the bid was supposed to be 
fo the next morning at 10 o'clock. ‘We received inquiries, but 
if we were given all the inquiries I would venture to say it would not 
keep our plant busy 3 or 4 months. 

Mr. Evins. Major Robinson, do you have any observations to make 
to this gentleman? He spoke of drawings and plans and specifications. 

Major Rosrnson. Well, have you contacted your Louisville district 
engineers ¢ 

Mr. Micuaets. Yes. 

Major Rorrnson. The difficulty is that your field is so Lighly e.m- 
petitive. Just take today, for instances, of the witnesses we have had 
T think there were three or four metal fabricating plants, and they were 
able to manufacture the same products that you are, and if you were 
to multiply that-throughout the United States you would find out how 
many metal manufacturing facilities there are in the United States. 
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The only thing we can do is a selling job, just like selling any mer- 
chandise, and it is purchased on a competitive basis. However, if you 
are properly listed there is no reason why you should not receive notifi- 
cation of either proposals or invitations to bid, depending on the type 
of procurement. 

So far as the short bit date required to do something in, we have 
had numerous complaints. All right, we usually try to give an 18- to 
30-day bid time, cm Poe it is an emergency procurement, which it might 
have been in the case of the Navy. 

Are you sure that you are listed with all of the procurement agencies, 
and properly listed ¢ 

Mr. Micuarets. Yes. We tried to get on the Navy mobilization pro- 
gram, as well as others, and they say, “You are under the engineers, 
and you must work with the engineers.” 

Major Rosrnson. You know that the mobilization program does 
not cover 

Mr. Micnaers. Our indications are to the effect that it is a detri- 
ment, to a certain degree, maybe, that we are listed with the engineers. 

Major Rogrnson. That would only be for long-range procurement, 
perhaps, where the other agencies do not want to touch it, because you 
are listed, but in normal current procurement it should not be detri- 
mental, it should not affect it at all. 

Mr. Datmas. Do you know of anybody tha has one of these bridge 
contracts or pontoon contracts ¢ 

Mr. Micnaerts. These reports were put out and we did notice in the 
reports in the advertiser, which put out weekly contracts being 
awarded. 

Mr. Datmas. Who were they awarded to? 

Mr. Micuarts. Decatur Iron & Steel, and there is a concern in 
Cincinnati was given the work, a concern in Evansville, and one in 
Chicago. 

Mr. Damas. Are any of them basic producers or subsidiaries of 
basic producers of steel, or are they independents? 

Mr. Micnaerrs. They are independents. 

Mr. Datmas. All independents? 

Mr. Micuaets. The Decatur Iron & Steel are fabricators, similar to 
Stewart Iron and Fries. 

The International Steel at Evansville formerly started out as a 
steel warehouse, and they are now fabricating steel and fabricating 
bronze and aluminum revolving doors. 

Seco Products in Chicago are more or less in the building construc- 
tion field of windows and other similar items of steel. 

Mr. Seevy-Brown. Well, sir, I am interested in—excuse me, Mr. 
Dalmas. 

Mr. Dautoas. Go right ahead. 

Mr. Seeiey-Brown. I certainly had the impression from the earlier 
part of your statement that you felt that big Gestiaces was not sharing 
at all in subcontracting. 

Mr. Micuaets. I do. 

Mr. Seetey-Brown. And | would just like to get as specific about 
that as would be possible, not only for the benefit of this committee, 
but for the benefit of a lot of other people. 

Mr. Micnarts. To bear that out, getting to the point you made 
before, I think big business is responsible for trying to keep the tariff 
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on copper, which I think, in my own opinion, is responsible for all] 
the Chinese getting this copper that we just read about not too long 
ago. 
Mr. Seetey-Brown. You and I will not disagree on that. I have 
to agree with you. 

For the benefit of this committee, could you give some pretty specific 
instances that you know of yourself, personally, where big business 
has not made available subcontracts ? 

Mr. Micwarts. Well, we were advised by Wright Field, for in- 
stance, that they had worked with other people during certain de- 
velopment work, and so forth, and that we were just wasting our 
time coming up there. 

Mr. See_ey-Brown. Would you care to be specific as to whom they 
were working with ? 

Mr. Micuaets. I don’t know the gentleman’s name, because I did 
not go up there myself. 

Mr. Seetey-Brown. Yes. 

Mr. Micuaets. Two of our people went up to Wright Field. We 
can do fabrication of aluminum work on airplanes. 

Mr. Damas. Mr. Chairman, the Department of Defense tells us 
on the one hand, that they are trying in each instance to break down 
contracts as much as possible, so that the smaller units, the inde- 
pendents, can keep their plants going. 

They tell us, on the other hand, that they are not ready for this, 
or for that, that it is still in the paper stage, and Major Robinson 
just tells us that because it is in the mobilization plan, it might not 
be in the current procurement plan, so we have too many imponder- 
ables here, and at the same time the materials disappeared out of the 
civilian economy. Somebody has got the material. 

Now, what the committee is trying to find out, sir, is what you 
know about the situation; and apparently we cannot get anything 
specific. 

Mr. Micuarts. One of our men from Los Angeles was in to see 
us, and he said that the airplane plants are not putting people to 
work, they are not moving. Where is all of the aluminum going? 

Mr. Damas. That is a good question. 

Mr. Micuaets On the Tier tad. I know that the Aluminum Co. 
was restricted from producing aluminum. Why don’t they open up 
their facilities, if they want it to go into the stockpile? 

Mr. Evins. This committee has already had executive hearings in 
Washington with the different agencies, and while we cannot give you 
the figures on production, all the information is that the aluminum 
yroduction is on the increase, and we are anticipating further increases 
in the next year, and I might say as a result of some of our activities 
we were able to get the aluminum curtailment order, with the so-called 
death clause in it, for little business, extended for a time. 

Mr. Micuaets. I am not asking to participate in a tank program— 
we cannot do that—but I am asking for recognition some place where 
we can get some work. 

Mr. Evins. As the major points out, your particular industry is 
highly competitive, and I might say in my experience before the com- 
mittee we have had many, many small fabricators and users of alum- 
inum and cast-iron products, so I can bear her out in that regard. 
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However, the committee is entirely symphathetic to your problem, 
and we wish to do everything possible to facilitate the continuance of 
the small-business concerns. 

You would favor, I suppose, a provision of law which would re- 
quire that 25 percent, at least, of Army procurement go to small busi- 
ness, and also a requirement of where contracts are let, that subcon- 
tracts be broken down? I gather that from your testimony. 

Mr. Micuaets. I don’t want any more laws. We have too many of 
them now, and too much bureaucracy. If something could be passed 
on down where small business could participate in the thing under 
some means, why, it would help the whole economic problem. 

Mr. Datmas. Mr. Chairman. I would just like to point out that you 
do have a great many more steel fabricators and steel manufacturers of 
various types, but we figure steel in terms of 100 million tons capacity 
a year, Where we figure alluminum only a fraction of that, and copper, 
as well, so I just want to make the observation that there naturally are 
a great many more steel fabricators than any other type of metal 
fabricator. 

Mr. Micuarts. We are fabricators of copper and aluminum and 
nonferrous metals, but during the last war we went to steel and light 
gages. 

Mr. Evins. Thank you, Mr. Michaels, for your testimony. 

Mr. Micnaens. All right, sir. 

Mr. Evins. Mr. DeVere. 


STATEMENT OF WILLIAM C. DeVERE, OF R & R HANDKERCHIEF 
& MANUFACTURING CO. 


Mr. Evins. Mr. DeVere, give us your name and your organization, 
lease. 


Mr. DeVere. My name is William C. DeVere, R & B Handkerchief 
& Manufacturing Co. I manufacture arm-rest covers, and seat pads 


for automobiles. 

I have a letter here that is addressed to Mr. Robert Luckey, dated 
March 3, 1951, which I would like to read. 

Mr. Evins Go ahead, sir. 

Mr. DeVere (reading) : 

As a result of NPA Copper Order M-12, I find I am confronted with a problem 
with regard to obtaining and using gripper fasteners on the product I produce. 
Since I am faced with the possibility of losing my business, which would also 
bankrupt me, I want to present my problem to you in order that you may advise 
me as to what steps I should take to get relief. 

In 1941 I started a small handkerchief business with one sewing machine 
and one girl. This business grew, but in 1948 I found that I could not compete 
with the larger handkerchief manufacturers. 

In January 1950 I developed an arm-rest cover for used automobiles which 
required gripper fasteners, and in that month, produced 5,264 snap-on arm-rest 
covers, which required 15,792 fasteners. My business on the arm-rest covers 
has increased to the point where in February of 1951 I produced 58,472 covers, 
and used 175,416 fasteners. 

As a result of the acceptance of the arm-rest cover in the used-car market, new 
chain retail-store outlets have developed, which made it necessary to expand my 
plant facilities and acquire additional equipment. This expenditure to date 
amounts to $5,126.13. 

It was also necessary to increase my inventory of material used for making 
the arm-rest covers, and I now have on hand enough material to produce 200,000 
covers, and for this inventory I require 600,000 gripper fasteners. 
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The volume that has developed as a result of efforts to promote the sale of the 
snap-on arm-rest covers will bring my requirements for gripper fasteners up to 
around 300,000 to 400,000 fasteners per month. 

I was advised recently by Scovill Manufacturing Co. of Waterbury, Conn., that 
my allotment of fasteners would be 70 percent of what I used in 1950. Unfortu 
nately this manufacturer is the only source for the type of fasteners that can be 


used for my product. 

This decrease would make it impossible for me to produce a sufficient volume 
to justify the expense I have incurred as a result of the expansion of manufac- 
turing facilities and additional equipment to take care of the new business thu: 
I acquired the first of the year. Frankly, if I cannot get more than 70 percent 
of my shipments for 1950 it will mean that I will go broke. 

I have also been informed now that I will be prohibited from using the gripper 
fasteners on the arm-rest covers after April 1951, which, as I understand, is 
in accordance with regulations under NPA Order M-—12. 

I am a small manufacturer employing 18 people at present, and with a very 
limited capital. You can readily see from the above information that I must 
have some kind of relief that will enable me to secure a sufficient number of 
fasteners to produce a volume of business that will justify the expense that I have 


incurred. 
It may be of interest to you to know that I have tried every known substitute 


for the fasteners and have investigated the possibility of having a local manu 
facturer produce the fasteners from steel, but I find there is no substitute to be 


had. 
I have enough fasteners on hand to run about a week, and from this you can 


see my situation is serious and that I must get some relief quick if I am to keep 
my business. 

Mr. Evins. Thank you. Will you state the name of the concern 
in Connecticut ¢ 

Mr. DeVere. Scovill Manufacturing Co. 

Mr. Evrns. Is that the only source of supply? 

Mr. DeVere. They are the only source, in that there are only three 
snap-gripper fastener manufacturers in the country, but due to the 
fact that 1 have Scovill machines leased to fasten the fasteners on the 
arm-rest covers, I could not use any other fasteners. 

Mr. Evins. Of what metal are these fasteners made? 

Mr. DeVere. Copper and brass. 

Mr. Evins. And they tell you your normal supply will be cut down 

70 or 75 percent ? 

Mr. DeVere. Of what I had last year. 

Mr. Evins. And that would not keep you going in business? 

Mr. DeVere. Keep me going? I am out of business now. I hear 
all of these fellows complaining they don’t know whether they are 
going to be able to stay in business. I am closed now. 

Mr. Evins. A lot of them say if they can get as much as 25 percent 
they can continue on in business. 

Mr. DeVere. They offered me 70 percent, or said that I was to get 
70 percent, and their order was changed and I am to get nothing. 

Mr. Evins. You mean from the company ? 

Mr. DeVere. From the company, or the new regulation, I do not 
know which. I took it up with Mr. Luckey, I took it up with Mr. 
Bartlett, I had a letter from him, and he interceded to see if I would 
get any relief, and Mr. Spence, our Congressman. 

Mr. Evins. I believe you stated you had given consideration to 
substitutes, and there were none to be found ¢ 

Mr. DeVere. There is no substitute. The metal is not “pliable 
enough to make a substitute for the gripper fasteners out of anything 
but copper. 
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Mr. Evins. Are you having any difficulty in getting the cloth? 

Mr. DeVere. No. 

Mr. Evins. What about your handkerchief manufacturing business ; 
are you continuing that ? 

Mr. DeVere. No; I hadtogivethat up. I found that the big manu- 
facturers in the East could sell the handkerchiefs cheaper than I could 
buy the material. 

Mr. Bartierr. Mr. Chairman, may I make an observation ¢ 

Mr. Evins. Certainly. 

Mr. Barrierr. I believe that Mr. DeVere has reference to order 
M-12, which contains the so-called death-sentence clause, that after 
April 1 they will not be able to utilize copper to produce certain things, 
such as these fasteners, and that is the so-called death-sentence order 
which was extended for an additional 30 days, or until June 1, in order 
that the matter might be further considered. 

In regard to your correspondence with Mr. Luckey on your appeal, 
he is present. Are you satisfied with the results you have obtained 
so far! 

Mr. DeVere. Mr. Luckey has done everything in his power and has 
made application for relief in Washington, and we have made long- 
distance calls to Washington, and we have been advised that a letter 
ison the way. The letter was mailed Thursday morning, or was to be 
mailed Thursday morning, but it had not gotten here yet. It must 
have gotten lost, or it did not get into the mail box soon enough. 

Mr. Bartierr. You do have this 30-day additional relief, and 
meanwhile the regulation may be changed. 

Mr. DeVere. I have no fasteners. All my employees are laid off. 

Mr. Seery-Brown. I would like to ask you a question, or several 
questions. No. 1. Is there any possibility of your converting your 
plant or your operation to something which might be called more es- 
sential as of the moment in the war effort ? 

Mr. DeVere. I associated myself with a company over the river 
who tried to secure Government work, and we have made bids on 
Government contracts to manufacture jumpers for the Navy. My bid 
on that particular item was $2.20 per garment, and we saw in the 
advertised bid that had been let that the jumpers had been let for 
$2.28. I don’t know what it was. I know nobody investigated my 
plant to see whether I could turn them out, or whether I could not, 
but the contract was let for more than my bid. 

Mr. Seety-Brown. That was an open-bid contract ? 

Mr. DeVere. Yes, sir. 

) aan Sre_y-Brown. Do you know the name of the firm that got the 
ric 

Mr. DeVere. We have that in the office. 

Mr. Srety-Brown. This was for Navy jumpers? 

Mr. DeVere. Yes. 

Mr. Srecry-Brown. The next question I would like to ask you is, 
Assuming that you could get from the Scovill Co. 70 percent of your 
last year’s orders, could you still stay in business ? 

Mr. DeVere. That would keep me running about 1 week a month, 
yes. 

Mr. Seety-Brown. What I am trying to get at is if it is possible 
to devise a fair way to allocate so-called nonessential copper. Cop- 
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per, as you know, is a critical material, and we would like to know if 
there is a fair way to determine—a fair method is a very difficult 
thing, because 70 percent while it might keep one man in business 
would not keep another man in business. 


That is all. 
Mr. Evins. I believe you have heard the observations, Mr. DeVere, 


that this committee is sympathetic to the problems of small business, 
and want to help in all of these matters. We appreciate your testi- 


mony. 

Mr. DeVere. Thank you. 

Mr. Evrns. Mr. Reporter, here is a statement from Mr. Ed Wimmer, 
vice president of the National Federation of Independent Business, 
Inc. He has asked that the statement be included in the record, and 
we will ask that it be inserted at this point. 

(The above-mentioned statement is as follows:) 


This will be a very brief statement, as I do not wish to cover argument that 
has been placed in the record by others, or which has, in one form or another, 
received the consideration of the Small Business Committee. 

My understanding is that the present hearings are being held to gather first- 
hand information concerning the present plight of many kinds of small business ; 
that the committee hopes to use such information to obtain needed relief; that 
in accomplishing these ends, greater economic stability and a strengthening 
of the mobilization program will be achieved. 

Since our organization membership is inclusive of every kind of small busi- 
ness, and since we keep close contact with our members at all times, we can 
report with full knowledge of the facts: The majority of small businesses are 
suffering serious set-backs, and many face possible loss of their business, if 
present conditions continue. 

There are exceptions, of course, but the general condition of small business, 
due to inflation, high taxes, reduced margins of profit, material shortages, in- 
creased labor costs, credit problems, et cetera, is deeply significant of danger 
ahead. 

To determine the truth of this statement, we urge the committee to invite 
representative small-business men to furnish the committee with statements 
showing total volume for 1950; taxes paid; extent of increased cost of selling: 
present mark-ups as against mark-ups in normal times; present labor costs as 
against those of a normal year; 1950 gross business, and amount of net profit 
after taxes and depreciation. 

We believe the committee would find that small business in many lines is 
facing widespread bankruptcy, which condition would weaken our whole econ- 
omy and thus defeat the very ends sought by those who guide the mobilization 
program. 

We think the future of the furniture dealer, hardware store, food merchant, 
shoe store—and all other small business and their independent suppliers, is 
vitally important to this Nation, in that small business is the very bulwark of 
the system we hold up against the arguments of the Socialists and Communists. 

In a time of preparation for war, or in these times of undeclared war, the 
big companies get bigger; they get tax relief and all the materials they need 
for expansion of facilities and for speeding up production, while small pro- 
ducers diminisp in number and importance. 

It is during times like these that independent contractors become more de- 
pendent upon Government and upon the biggest producers. Big producers take 
care of their biggest buyers, first; they channel too much through their subsidi- 
aries; they permit get-rich-quick promoters to obtain supplies, and when the 
Government is making such huge purchases as those being made today, too 
many subcontractors and other industries are overlooked. 

It seems that with each new emergency, the enslavement of independent pro- 
ducers and their independent suppliers to big business and big government, is 
greatly amplified, and this enslavement reaches out into the wholesale and retail 
fields. . 

We, therefore, respectfully urge the committee to demand a quick check on 
how much stockpiling of needed materials is going on, and what effect this 
stockpiling has on increased material costs. We urge that any new regulations 
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of the Office of Price Stabilization be examined as to their effect on small 
business, and that every procurement agency of the Government be fully warned 
that unnecessary purchases, unnecessary stockpiling, and too much favoring of 
big business, will help to destroy the free economy for which our soldiers are 
now being asked to fight. 

We are fully cognizant of all outside threats against the welfare of this 
Nation, and we are not seeking any “business as usual” privileges under present 
conditions. All we want to see is a determined effort by everyone in key posi- 
tions to keep small business in business, so that returning soldiers and de- 
mobilized war workers will not find themselves dependent upon big business and 
big government for jobs and opportunities, once the Communist menace has 
been removed. 

Many industrial centers are facing critical unemployment conditions result- 
ing from the mobilization program, and it is our hope that findings and resulting 
recommendations of the Small Business Committee may tend to halt this spread 
into our own and other communities. 


Mr. Damas. Mr. Chairman, I have here a letter addressed to your- 
self by Clifford J. Ludwig, Sr., and William F. Blatt, of the Blatt & 
Ludwig Manufacturing Co., designers and manufacturers of fine com- 
pacts, Ninth and Patterson Streets, Newport, Ky., dated April 2, 1951, 
which I believe should be placed in the record. 

Mr. Evins. It may be done at this point. 

(The document referred to above is as follows :) 


Under the regulation M-—12, restricting the use of copper for our products, we 
will be forced to close our plant in the very near future. This will work an 
extreme hardship upon us and our employees, approximately 65. 

The revised edition of M—12, March 9 revision, permits us to finish all parts 
in inventory as of March 1. This revision has prolonged our operations for a 
short period, for which we are extremely grateful. 

Enclosed is a carbon copy of a letter sent to the National Production Author- 
ity, Copper Division, Washington, requesting permission to continue the use 
of brass for our cases until the Ist of July. As stated in this letter, this would 
give us ample time to swing into defense work, if available. 

During the last war we were subcontractors for various prime contractors. 
We have contacted all of these firms, also others, with no result up until the 
present. We have also contacted the local NPA office and found them very co- 
operative, but limited to the extent they can help. 

In view of these facts we request an additional revision be made to M-12 simi- 
lar to amendment of March 9, section 7 (a) (1) be revised to permit the order- 
ing of brass to be delivered by July 1 and permission be granted to complete 
this material. 


(The enclosure is as follows:) 

Fepruary 14, 1951. 
NATIONAL PropuctTion AvutTriority, Coprer DIVISION, 
Washington 25, D. C. 

GENTLEMEN: Due to the restriction placed on the use of copper we will be 
forced to lay off all our employees and close our plant. 

We have been unable to secure defense work, up until the present time, and 
March 1 is very close. 

This letter is a request to grant us permission to continue the use of brass 
until the Ist of July and complete all cases by July 30, so as not to disrupt our 
organization, and give us time to secure defense work and tool up for same. If 
we are forced to lay our employees off, we will not be in a position to accom- 
plish much for the defense program. 

Our total requirements of brass until July 1 will be less than 2,000 pounds as 
our cases are light and do not use heavy-gage metal. 

Thank you in advance for your consideration, we remain 

Very truly yours, 
Tue Bratt & Lupwiag MANUFACTURING Co, 
WriixiiaM F. Bratt, Partner. 
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Mr. Evins. I believe there are no other witnesses who have indicated 
their desire to be heard. If there are any further witnesses who want 
to be heard, we will be glad to hear you. This committee does not 
want to cut off anyone, 

Is Mr. John Cox here? Mr. Cox can appear tomorrow if he cares to. 

If there are no further witnesses, the committee will stand ad- 
journed, and I might state that we are not going to meet this afternoon 

vecause of no further requests to be heard. 

If there is anyone who has a statement he wishes to have added to 
the record, we will be pleased to receive it. 

The committee now stands adjourned. 

(Whereupon, at 12:30 p. m., the hearings were adjourned to 10 a. m., 
Tuesday, April 3, 1951, in the auditorium of the Gas & Electric Build- 
ing, Fourth and Main Streets, in Cincinnati, Ohio.) 








PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


TUESDAY, APRIL 3, 1951 


House or RepresENTATIVES, 
SupcomMirree No. 1 or THE 
Setect CoMMITTEE ON SMALL Business, 
Cincinnati, Ohio. 

The subcommittee met, pursuant to call, at 10 a. m. in the audi- 
torium of the Gas and Electric Building, Fouth and Main Streets, 
Cincinnati, Ohio, Hon. Joe L. Evins, of ‘Tennessee, presiding. 

Present: Representatives Evins (presiding) and Horace Seely- 
Brown, of Connecticut. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff; and Duncan Clark, of the staff. 

Present representing Federal agencies: William T. McCormick, 
ae Eee Assistant to the Administrator, Office of Small Busi- 
ness, nomic Cooperation Administration; Walter J. O’Donnell, 
manager, Office of Small Business, Reconstruction Finance Corpora- 
tion; John S. Bartlett, field representative, National Production 
Authority ; Major L. T. Robinson, Department of Defense ; and Robert 
L. Pendergast, Regional Director, General Services Administration. 

Mr. Evins. Ladies and gentlemen, the committee will come to order. 

May I say on behalf of the House Committee on Small Business 
of the House of Representatives that we are awfully pleased to be 
in Cincinnati, and I want to take advantage of this opportunity to 
express my appreciation, and I know also the appreciation of all the 
members of the committee for the excellent cooperation afforded us 
by the Chamber of Commerce of Cincinnatti, who are providing these 
fine facilities for our hearings, and for securing the witnesses who 
wish to be heard on this occasion. 

I want to thank Mr. Fuller, of the chamber of commerce, and all 
who have had a part in making these arrangements possible. 

I should like to introduce at this time my colleague, Mr. Seely- 
Brown, Congressman Seely-Brown, of Connecticut, minority mem- 
ber of the committee. 

Next to Congressman Seely-Brown is Mr. Victor Dalmas, executive 
director of the committee staff; and then Mr. Duncan Clark, also of 
the staff. 

Then we have with us representatives of various interested Gov- 
ernment agencies who will be able to provide, we hope, the answers 
to your questions, on the spot, or if not, otherwise. 

We have Major Robinson, of the Department of Defense, Office 
of Procurement; and with her is Colonel Reynolds, of the Ordnance 


Department here in Cincinnati. 
395 
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Next is Mr. McCormick, of the ECA; then Mr. Bartlett, of the 
NPA, and with him the local representative of NPA, Mr. Luckey. 
Next is Mr. Walter O’Donnell, of the RFC. ; 

I believe that Mr. Stoner, of the Office of Price Stabilization here 
in the Cincinnati district, will be here. He called and indicated he 
would be here. Is Mr. Stoner in the audience? If not, we anticipate 
he will come in later. He has indicated his intention to participate 
in the proceedings. 

Ladies and gentlemen: These hearings are a part of a series of 
Nation-wide hearings being held by the Commitee on Small Business 
at this time to learn first hand of the problems of small business men, 
as related to the national emergency, and to learn first hand of the 
extent of participation of small business in Government contracts 
and Government procurement, and to determine whether or not the 
declared policy of the Congress, namely, that small business shall 
receive its fair and proportionate share of Government contracts is 
being carried out. 

Congressman Seely-Brown will make a statement in addition to 
these preliminary remarks. 

Mr. Seecy-Brown. Mr. Chairman, ladies and gentlemen, I want to 
state that I share the pleasure expressed by the chairman of this com- 
mittee in being given the opportunity of being here today. 

I might say that the purpose of this committee is to walk down Main 
Street, U. S. A., to visit with the small-business men and to find out 
from them how we in the Congress, and how the various Government 
agencies may be of proper help and assistance. 

I feel, and I know the members of this committee feel, that we have 
the responsibility in Congress not only of protecting the lives of our 


people, but also protecting the livelihood of our people, and that is 
exactly why we are here today. 


Our approach to this problem is very definitely a nonpartisan ap- 
proach. Repabticnns and Democrats alike are united on this commit- 
tee in a determination to do everything we can do to be of proper 
assistance to the small-business man. 

As we listen to your testimony here today, the particular topics with 
which this subcommittee is concerned have to do with defense con- 
tracts, prime contracts, and subcontracts, the question of essential 
civilian supplies, the question of scarce materials, the question of finan- 
cial assistance to plants, the utilization of retail and wholesale dis- 
tribution, and the effect of price control and rationing of scarce 
materials. 

These are all problems which are the very real problems that the 
small business man faces today, and we hope very much that our wit- 
nesses will be able to testify as regards these problems, and that in the 

uestion period that will follow the testimony of each witness we hope 
that we will have the opportunity of finding out from him how we may 
be of help. 

I hope each witness will be frank and free and open in his presenta- 
tion of the problem. 

I think I have met with enough business men to know that many of 
them want more than just polite answers and nice letters and more 
papers to fill out. They are interested in seeing if they catnot get 
facts and figures and some work, because it is very important they 


be able to do so. 
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I think that is all I care to say at this time, Mr. Chairman. 

Mr. Evins. Thank you. We have, ladies and gentlemen, a list of 
witnesses, and we will proceed in calling them in that order. Then 
if additional witnesses come in and wish to be heard you may make 
your request known to Mr. Clark, who is sitting on the right here, 
and we will be glad to call you when the opportunity presents itself. 

We would like to have each witness hold his testimony to 10 minutes, 
if possible. Perhaps first Mr. Fuller may want to make some remarks. 
We are delighted to call Mr. Fuller. 


STATEMENT OF DOUGLAS FULLER, EXECUTIVE VICE PRESIDENT, 
CINCINNATI CHAMBER OF COMMERCE 


Mr. Futter. Mr. Chairman, ladies and gentlemen, my name is 
Douglas Fuller. I am the executive vice president of the Cincinnati 
Chamber of Commerce. It is my purpose, as briefly as possible, to 
try to give you some background upon Cincinnati and Hamilton 
County which will be useful to you in your deliberations, and which, 
I hope, will impress you with the economic importance of this com- 
munity, both to the defense and any war efforts which may follow. 

First I would like to go into the importance of this county in the 
defense effort. The research department of the Federal Reserve bank 
has advised us that the contracts awarded by the Army, the Navy, 
the Maritime Commission and procurement division as reported to 
the War Production Board for the period June 1940 through March 
1945 amounted for the United States as a whole to $193,268,875,000. 

In Hamilton County, and that is the county in which Cincinnati is 
located, those contracts amounted to $1,882,265,000, or 0.87 of 1 percent 
of all contracts awarded in the United States were awarded in this 
county. 

While the statement does not specifically say so, I am sure this 
refers to the prime contracts. 

In addition to that there was a very substantial amount of subcon- 
tract work during that same period. 

I give you those figures in order to impress upon you, if I can, the 
importance to the defense effort of the industrial concerns located in 
this county. 

I should like to submit for the record a list of those industries, both 
alphabetically—and that alphabetical list is keyed to the size of the 
concern, and the classified product list, which I can tell you is on 
the basis of the classifications used by the Bureau of the Census. 

In addition I have a small pamphlet which gives the basic economic 
facts about this community. 

That material I offer for introduction in your record. 

Other than that I have nothing to say. 

Mr. Evins. Thank you, Mr. Fuller, sir. The list of these concerns 
in Hamilton County, in this area, and the pamphlet you mention, 
will be included at this time in the record. 

(A booklet entitled “Directory of Manufacturers, Cincinnati Metro- 
politan Area, 1949, Prepared by the Industrial Department, Cincin- 
nati Chamber of Commerce,” and pamphlet entitled, “Facts You 
Should Know About Cincinnati,” may be found in the files of the 


committee.) 
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Mr. Evins. Mr. Fuller, would you repeat again the figure having 
to do with the amount of contracts let in this area during this mobi|i- 
zation period? You were speaking of the present time, rather than 
during World War IL? 

Mr. Fucver. I was speaking of from June 1940 through March 
1945, which was $1,882,265,000, which is just under 1 percent of all 
the prime contracts let in this country. 

Mr. Evins. Do you have any figures as to the extent of the contracts 
let in this territory since December 16? 

Mr. Futter. We do have them, but it is small in relation to the 
performance of the previous period, I can assure you of that. 

Mr. Seety-Brown. Mr. Chairman. 

Mr. Evins. Mr. Seely-Brown. 

Mr. Srety-Brown. Mr. Fuller, did you follow any special proce- 
dures here in Hamilton County during the last war which resulted in 
your obtaining such a large number of contracts? 

Mr. Futter. Well, I might say that I think all of the procurement 
services had branches here. At the present time, to my knowledge, 
we have an Ordnance procurement office and an Air Corps procure- 
ment office. 

We distribute the bid sheets which are prepared by the Department 
of Commerce to interested industries. One of the criticisms which 
we have received on that information is that in many instances it 
comes too late to be of real value. 

For example, I have here before me a synopsis of Government pro- 
curement information dated March 30, where bids are scheduled for 
the 16th of April, and by the time a local producer would write for 
the specifications and samples, and make up his bid, the time is 
so short that it almost precludes him from getting his bids in. That 
criticism we have heard several times. 

We also distribute the weekly report of the awards for the infor- 
mation of interested manufacturers here, and we pick out from that, 
and distribute to people who request it, a synopsis of the awards in 
this county, month by month, merely as a matter of information to 
show them what is being purchased in order that they may get in 
touch with the procurement offices that are buying those materials. 

May I take this opportunity to express the appreciation of our 
organization for the very fine cooperation which we have received 
from the local office of the Department of Commerce in supplying 
much of the information which we pass on to the industry. 

Mr. Evins. Thank you, Mr. Fuller. We are sure that you and the 
chamber of commerce are performing a valued service to the people 
in this area. 

I will now call Mr. Edwin Winter. Mr. Winter, will you come 
around here, please ? 


STATEMENT OF EDWIN WINTER, THE CHARLES TAYLOR SONS C0. 


Mr. Evins. Will you give us your name and the name of the organi- 
zation which you represent ? 

Mr. Wryrer. My name is Edwin Winter, and I am from the Charles 
Taylor Sons Co. We are manufacturers of refractories, made mainly 
from Indian kyanite. 

Mr. Evins. You may proceed, sir. 
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Mr. Winter. We serve the glass industry, the metallurgical indus- 
try, the chemical industry, and most generally businesses wherever 
high temperatures are used in their processes. 

We list among some of the better known of our customers such con- 
cerns as Libby-Owens-Ford, and the Owens Fibre Glass Corp., pro- 
ducers of fiber glass for the armed services; Westinghouse, Saeel 
Electric, du Pont, Union Carbide & Carbon, and like ——— 

We have two major problems which we face in the production of 
our product: One is the importation of Indian kyanite. We have 
been producing kyanite refractory products for the past 14 years. We 
were the original developers of its use as refractory material. It is a 
high temperature special refractory, and a World War IT the 
Government considered it as a strategic material. 

During that time we were able to bring in all that we required. In 
fact, we stockpiled it for the Government during the war. ‘ 

During the recent years, however, this material has become in- 
creasingly difficult to obtain, and during the last couple of years it 
has been almost impossible to get it in the quantities we require. 

We now face quite a problem with the 50 percent export embargo 
which the Indian Government has placed on h “pons materials. I had 
word this morning from the State Department that there was a pos- 
sibility that they might release a portion of that embargo. I don’t 
know definitely whether that applies just to our kyanite, or to other 
products as well. 

Our shipments during 1950 amounted to 7,600 tons, which we 
received from India. The 50 percent embargo would place us at 
3,800 tons of raw material, whereas during 1950 we used 5,400 tons 
for our own production, and furnished other manufacturers a total 
of about 2,000 tons. 

The kyanite that we get comes from the Province of Behar, and it 
is accepted and recognized as the best quality of ore obtainable. 

Kyanite is found in the United States here. We use kyanite to a 
certain extent in the United States. It is produced in Africa, and 
it is also produced in Australia, but the quality is far below that 
which we get from India. Therefore, we attach a great deal of im- 
portance upon our ability to get kyanite from India, and we would 
request your consideration, as I think a lot of the other smaller busi- 
nesses who are importing raw material would want assistance in 
bringing the material in sufficient quantities. 

Mr. Sears. Is kyanite the only product you are having difficulty in 
securing at this time that you are particularly interested in? 

Mr. Wryter. Up to the present time that is the only one. So far as 
other materials which we need, raw materials or supplies, we are 
going on our experience from the last war, and have assumed that we 
will get all that we need. 

Mr. Evins. How much has your normal consumption or quota been 
cut as a result of this export embargo? 

Mr. Winter. Well, the embargo on the Indian kyanite is 50 per- 


cent. We would require approximately from nine to ten thousand 
tons this year in order to meet our own requirements. 

My. Evins. Is there a possibility of your securing this material 
elsewhere than from India where the embargo has been imposed ? 

Mr. Winter. Over the past 4 or 5 years we have developed in our 
own laboratories a synthetic that can, and we believe will, eventually 
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take place of the Indian kyanite ore. It has been developed to such 
a point that the General Services Administration has given us a con- 
tract for stockpiling it now. 

_ Mr. Evins. Well, that certainly is a good example of American 
ingenuity. 

Mr. Wrvrer. Yes, it is, but it requires 2 or 3 years, at the least. 
in order to get results. We have used this material in order to eke 
out the shortages of kyanite, but to go to it would require new equip- 
ment and new machinery. 

Mr. Evins. Other than for industrial or civilian use, how much of 
it goes to the Government through your concern ¢ 

Mr. Winter. The Government gave us a contract. to import the 
Indian kyanite for stockpiling. We had that contract since, last Oc- 
tober. To date we have not succeeded in bringing enough in to put 
up anything against that contract. 

Mr. Evins. But you do have assurance that the State Department 
is working on this matter in your behalf and for the Government ? 

Mr. Winter. The State Department apparently is working for us 
on the matter. Of course, as I say, the General Services Administra- 
tion recognized the importance of the material during the last world 
war, so there apparently is some machinery set up there to assist us. 

Mr. Evins. What do they tell you with respect to the reasons for 
the placing of this embargo? 

Mr. Wrnrer. I received a letter from our associates in London this 
morning. They make this statement, and I will just point out the one 
part: 

Should we say the ostensible reason is that they intend to conserve their 
deposits of fine quality kyanite, which is scarce material in great demand through- 
out the world? 

They further state: 

We can only add that while in the light of this policy * * * even if they 
had allowed us to work at a rate of 50 percent higher than last year this would 
not have exhausted the deposits of known kyanite for some 20 years, and further 
prospecting would undoubtedly extend the life beyond that period. 

That letter was received this morning. 

Mr. Seevy-Brown. Sir, you have made a very important statement, 
in my opinion. I want to make sure I am correct in my analysis of 
what you said. 

You say you were being asked to stockpile kyanite by the United 
States Government during World War II? 

Mr. Winter. We stockpiled it during World War II, and we havea 
contact for stockpiling it now. 

Mr. Serty-Brown. And the main source of supply of good quality 
ore is in India? 

Mr. Winter. It is in India. 

Mr. Srety-Brown. And the Indian Government itself has placed a 
50 percent cut on the amount of ore than can be shipped from India 
to this country ? 

Mr. Winter. It has placed a 50 percent embargo on not only kyanite, 
but on jute and manganese as well, which are also essential items. 

Mr. Srevy-Brown. I am glad you brought this out, because the 
Indian Government is very anxious to have the American people pro> 
vide them with a certain number of tons of wheat, and perhaps some 
reciprocal arrangement 
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Mr. Wryter. Yes; I wanted to enter a very vigorous protest on that. 

Mr. Srety-Brown. I know they need wheat, and I also know that 
we need this very valuable ore, and I am very much interested in see- 
ing that we get it. 

Mr. Evins. What my colleague indicates is that he believes in the 
Cordell Hull reciprocal program. 

Mr. Seery-Brown. He should; he is voting for it. 

Mr. Winter. We know that the need for that wheat is the result of 
Prime Minister Nehru’s own machinations, if you want to call them 
such, in his economic battle with Pakistan. 

Now, we need their products, and we certainly are not asking them 
to give them to us for nothing, we are perfectly willing to pay for 
them. In fact, the price of this has risen from a price of $14.44 per 
long ton in 1945 to the present price of $42 per long ton, and they will 
not accept a contract at that price for the second quarter of 1951. 

Mr. Seecy-Brown. Have they broken existing contracts ? 

Mr. Winer. They have never broken a contract, but they do not 
make them for a long enough time in order to make them worth while. 

There is one other problem, and I do not want to take up too much 
of your time, but that is the financing problem. Our company, being 
comparatively small, must expand in order to meet the requirements of 
the war effort. 

Mr. Evins. Mr. Winter, you have presented a very interesting and 
important problem. This is novel, and a new problem of small busi- 
ness being brought to this committee, and I am sure that the com- 
mittee is, in fact, I assure you that the committee is in sympathy with 
the difficulty you are encountering, and we will bring this to the 
attention of the State Department, and consider the matter fully. 

Mr. Dalmas? 

Mr. Datmas. Will you describe dyanite ore for us and tell us how 
it is different from chrome ore as used in the refractory business ¢ 

Mr. Winter. It is an aluminum silicate ore, as most all refractories 
are. It differs in its physical characteristics. It has a much higher 
melting point. The normal native clay refractories have a possible 
pyrometric cone 2 of from 2,600 to 2,700 degrees. This melts at from 
3,100 to 3,200 degrees. It is not used throughout refractory installa- 
tions, but just in the critical points. 

Mr. Datmas. It is used in electronic furnaces / 

Mr. Winter. Bethlehem Steel, Republic Steel, and Wheeling, those 
companies are using them in electric furnaces of as high as 50 ton. 

Mr. Damas. And its value would be equal to chrome refractories ¢ 

Mr. Wrwnvrer. It is, but it is used in different applications. The 
importance of the kyanite refractory is that it lengthens, considerably 
lengthens the life of most furnaces or most units, cutting down lost 
time for repairs. 

Mr. Damas. That is all. Thank you. 

Mr. Evins. Are they any further questions of this gentleman? Evi- 
dently not, Mr. Winter. Thank you, sir. 

Mr. Wrnrer. Thank you. 

Mr. Evins. You are welcome, sir. 

Mr. Winter. There is a letter that was sent to Col. Fred Bass that 
I believe should be made a part of the record. 

Mr. Evrns. Yes, sir. Mr. Reporter, will you see that this letter is 


made a part of the record. It is a letter on the letterhead of the 
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Charles Taylor Sons Co., dated March 22, 1951, addressed to Col. Fred 
Bass, Cincinnati Chamber of Commerce, Cincinnati, Ohio. 
(The above-mentioned letter is as follows :) 


Re April 3 meeting of the House Small Business Committee. 

Dear CoLonet Bass. At the meeting to be held by the House Small Business 
Committee on April 3 in the auditorium of the Cincinnati Gas & Electric Co.. 
~ is ey desire to file this statement in regard to the importation of Indian 

yanite. 

The Chas. Taylor Sons Co. are the manufacturer of special refractories that 
are used extensively in the metallurgical industry, glass industry, and other 
types of businesses that produce products for the defense effort. A large per- 
centage of our products are made from a raw material known as kyanite which 
comes from a deposit some 120 miles north of Calcutta, India. 

This company has been importing and using this material for the past 26 
years for the purposes mentioned above and we never have had too great a 
difficulty in securing adequate quantities until rather recently. 

During World War II this kyanite ore was imported in large quantities for 
our own consumption as well as creating a stockpile for the Metals Reserve 
Corporation. We have been endeavoring to secure sufficient quantities over 
and above our own requirements to be able to establish a stockpile with the 
General Service Administration. However, this has been impossible as during 
the year 1950 we barely received sufficient shipments to take care of our 
own needs. 

The Indian Government within the last several months has placed an embargo 
on 50 percent of all the shipments of this material. In other words, if this 
embargo is allowed to stand we will receive in 1951 only 50 percent of the 
material that was shipped to us in 1950. It is easy to see that unless this 
embargo is relinquished our position in the defense effort is going to be con- 
siderably hampered and there will not be any material available to turn over 
for Government stockpiling purposes. 

It is our hopes that this committee could use its influence with the State 
Department to get the Indian Government at New Delhi to cancel these restric- 
tions. This is particularly true if this country should be considering shipping 
wheat to India and getting nothing in return. We are not asking India to 
give us kyanite, all we want is the privilege of purchasing the desired require- 
ment such as we have been doing for so many years. 

If there is any additional information either you or the committee needs, 
please do not hesitate to call upon us. 


Yours very truly, 
Tue CHas. TAytor Sons Co., 


C. R. Tayvor, President. 
Mr. Evins. The next witness will be Mr. D. A. Newman. The com- 
mittee will be very pleased to hear from you at this time, sir. 
Mr. Newman. I am Sidney J. Newman. 
Mr. Evins. Very well. Just give us your name and the organiza- 
tion you represent. 


STATEMENT OF SIDNEY J. NEWMAN, PRESIDENT, NEWMAN 
BROS., INC. 


Mr. Newman. My name is Sidney J. Newman, and I am the presi- 
dent of Newman Bros., Inc., Cincinnati, Ohio. 

Mr. Srevy-Brown. What do you manufacture, sir? 

Mr. Newman. Architectural and ornamental metal work, alumi- 
num, bronze, nickel, silver, and stainless steel. 

Mr. Evins. All right, sir. Will you give us your statement for 
the record, please ¢ 

Mr. Newman. Our problem, simply stated, is this: What are we to 
do after our inventory runs out when all of our products are restricted 
on their end use and there are no possible substitute materials? 
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We, along with two other local firms, manufacture poe og | 
bronze, aluminum, and stainless-steel architectural metal work, suc 
as doors, frames, windows, grilles, memorial tablets, and similar 
products. ] y : 

The nature of our business is such that a considerable length of 
time, as much as a year or more, js required from the time the contract 
is awarded for the submission of detailed shop drawings, taking of 
measurements at the building after the construction has progressed 
sufficiently, ordering and eventually obtaining the materials: from the 
mills and fabricating, and finally the installation of the materials on 
the building and when the end-use restrictions on — and alumi- 
num were announced we were completely shocked to find 99 percent 
of our products listed. 

From the above it can be seen that it is impossible for us to cease 
production on any given deadline imposed on us by the various M 
orders. 

Substitute materials such as plastic, steel, or wood are not practical 
nor economical for use in public buildings, and we are not equipped to 
fabricate such substitutions even if they were obtainable. 

Although we have canceled a numbers of orders for lack of ma- 
terial, we are still faced with the problem of completing jobs under 
construction which cannot be completed because the various M orders 
of the National Production Authority prohibit us from accepting 
materials after May 1, such as Johnsonville Steam Plant for TVA; 
Buggs Island United States Government Dam; Veterans’ Administra- 
tion Research Hospital, Chicago; Nurses’ Home, Medical Center, 
Pittsburgh ; Minneapolis Veterans’ Hospital, and many others. 

On other jobs, such as Erie Railroad overpass, Corning, N. Y.; 
Ohio State School for the Blind, Columbus, Ohio; YMCA, Harvey, 
Ill.; General Motors Technical Center, Detroit, and others, we have 
expended large sums of money for engineering and research only to 
be told by the mills which supply our raw materials that they cannot 
make any deliveries to us because the end uses of our products are 
restricted. 

If we are to bear these costs, the effect would be devastating. Yet, 
we cannot blame our customers for refusing to pay, as they have con- 
tracted to purchase products and not engineering services. 

This brings us to the problem of filling in our productive vacuum 
with defense orders. It is common knowledge that small business in 
general has not been fortunate enough to obtain such orders. We in 
particular realize that these contracts will not be spoon-fed to us by 
Government and large prime contractors. It is going to take a good 
deal of searching and salesmanship which we for many months have 
been and are presently doing. Evidence of our efforts along those 
lines are the following steps which we have taken: 

First, placed our name on bid lists of most Armed Forces procure- 
ment offices. 

Second, personally contacted local Department of Commerce and 
chamber-of-commerce offices for leads. 

Third, periodically contact local Armed Forces procurement of- 
fices. 

Fourth, contacting all prime contractors throughout the United 
States for whom we could possibly do some work. 
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Fifth, contacted prime contractors for whom we did work during 
World War Il. We furnished our materials for practically every 
new ship that was launched, such as destroyer escorts, landing crafi, 
submarines, tankers, Victory and Liberty ships for the Navy and 
Maritime Commission; also, we furnished fabricated materials for 
the atomic-bomb program. The shipbuilding program to date has 
not advance ed to any great extent, due to the large number of ships in 
“moth balls.” 

And, sixth, mailing detailed brochures to large prime contractors 
indicating capacity, equipment, and type of work we can manufac- 
ture. 

Although we are continuing the above methods, the results have 
been most discouraging. The few items we have been able to bid 
competitively were awarded to large concerns. The answers from 
the prime contractors were very muc ch the same, most of them Stating 
that their facilities were large enough to manufacture their orders 
on hand. 

The logical answer to the problem is to wait until the defense sub- 
contracts filter down to the small companies. For most concerns 
this will suffice. 

For instance, going back to the answers for a moment, a letter from 
the Glenn L. Martin Co 

We appreciate your interest, but regret we have no requirements for the type 
of services offered by your company at present, the bulk of our requirements, 
with the exception of a few items, still being fabricated in our own plant 

A letter from Waco Aircraft says : 

Although we are not at the present time in need of additional subcontract 
facilities, we are filing your letter for future requirements. 


The McDonald Aircraft Corp. of Memphis says: 


At the present time we have a sufficient number of local subcontractors to 
handle the various items we are having produced outside. In another 3 or 4 
months we will review our schedules and at that time, if there is any need for 
facilities such as you offer, we will be glad to contact you, 

There are numerous other letters that I shall not take up your time 
to read, but they are in substance alike, stating either that they have 
their own facilities or that they have no need for additional facilities. 

The logical answer to the problem, as I said, is to wait until the 
defense subcontracts filter down to the small companies. For most 
concerns, this will suffice; but, for us, waiting is a slow, deadly poison. 
With the restrictions on the end uses of our products, and not being 
able to replace our raw-material inventory, every day without a de- 
fense order is one day closer to the time we shall have to suspend 
operations. With only a 60-day inventory permitted, it is not difficult 
to see how long we can remain in business. 

In the 69 years we have been in operation we have weathered three 
wars. During World War II we compiled an outstanding record for 
production going to the Navy and Maritime Commission. 

We now employ 175 employees who could contribute tremendously 
to the defense effort. With our foundry, machining, and fabrication 
facilities we could lend a helping hand again if given the chance. 
Without this chance we will lose our men who, as skilled machinists 
and metal workers, can find employment in any one of a dozen large 
local companies. 
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Although our labor turn-over is small and our employees are ex- 
tremely loyal, we cannot blame a man for seeking a new job with 

lenty of overtime in preference to our shrunken workweek, which 
js necessary in order to stretch the material and work as far as pos- 
sible. Even if we were fortunate enough to receive a substantial 
defense contract at this time, it would be too late for us, as many 
months would elapse before materials would be received from the 
mills, and in the interim our men will have been laid off. 

Our last resort is with the National Production Authority. We 
have filed appeals on individual jobs in accordance with the NPA 
instructions, but from all indications they will offer little or no relief. 

That is our problem, gentlemen. It is lengthy and duli, but it is 
an extremely vital problem which is the object of considerable anxiety 
on our part. 

In summarizing, our recommendations are as follows: 

First do away with the end-use restrictions of copper, aluminum, 
and stainless steel, but cut back the percentage use of materials to 50 
percent. 

Second, allow specific exemptions from the M orders which will 
permit us to purchase additional materials required to fabricate and 
complete all contracts on hand. 

Third, allow us to obtain materials from warehouse stocks to help 
complete contracts on hand. 

Fourth, repeal the two-cents-per-pound tariff on copper. 

Fifth, establish clinics in the large industrial areas for the purpose 
of bringing together prime contractors and possible subcontractors 
looking for work. 

Sixth, pass legislation making it mandatory for the Government 
purchasing agencies to place negotiated orders with the thousands of 
small contractors before awarding certificates of necessity to large 
contractors to expand their facilities. 

Seventh, a Government-financed lend-lease program for the pro- 
curement of expensive special equipment required for defense orders. 

Eighth, when the original M orders on copper and aluminum were 
issued, we canceled many orders with the mills. Several weeks later 
amendments were published allowing fabricators to use the inventory 
which they had on hand at a certain future date. When we tried to 
reinstate our old orders, the mills refused to act. We should be al- 
lowed to reinstate them. 

Thank you. 

Mr. Eviys. Thank you, Mr. Newman. As I gather it from your 
statement, you have brought before us the problem of shortages of 
material and lack of contracts. 

Mr. NewMan, That is, the lack of defense contracts. 

Mr, Evins. Defense contracts. 

Mr. Newman. Yes; that is right. 

Mr. Evins. I believe you said that your company had been in busi- 
ness for a good number of years. : 

Mr. Newman. That is right. 

Mr. Evins. And you have a history of having had contracts with 
the Government during the World War II period ? 

Mr. Newman. That is right. 

Mr. Evins. Both with the Government and as subcontractor to 
prime contractors ¢ 
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Mr. Newman. They were mostly prime contracts. 

Mr. Evins. And you have not yet been able to get any prime con- 
tracts at this time? 

Mr. Newman. That is right. 

Mr. Evins. And your efforts to obtain subcontracts has been, as you 
have indicated, nil? 

Mr. Newman. That is right. 

Mr. Evins. Why do you feel that your company, which has had 
such a long history and experience of capable work, is not being given 
consideration now as a subcontractor ? 

Mr. Newman. We are being given consideration; but, as most of 
the prime contractors indicate, they have their own facilities. 

Here is the problem which probably most people do not realize: 
During the last World War I think the total was $150 billion that 
‘was being expended by the Government for war purposes, and the 
$40 billion that is being expended now—I think that is approximately 
it in round figures—is just about equal to $25 billion in purchasing 
value compared to the Second World War period. In dior words, 
$25 billion worth of materials is being bought now as compared to 
the figure of $150 billion during World War II. In other words, it is 
about one-sixth. So, what are the other five plants going to do when 
only one-sixth of the defense orders are being used now ‘/ 

In other words, there is not enough to go around for all six plants 
when there is only one-sixth of it being spent now by the Government. 
So, there must be some kind of hole somewhere. 

Mr. Evins. You feel that there are sufficient raw materials, but that 
they are being hoarded, would you say, or held back? 

Mr. Newman. Well, I think the Government is stockpiling a tre 
mendous amount of materials. As to their reasons for doing it, I don’t 
know, but they probably have some very good reasons. I do believe 
that the Government has gone a little too far. When a patient is sick, 
they give him a dose of castor oil, but in this instance they have given 
us a quart all at one time, and I can tell you that it is cleaning us out, 
but good. 

Mr. Evins. As to the end products which you make, do you consider 
them essential during this mobilization period, or could you convert 
to the manufacture of some products which might be considered more 
essential than some of the ornamental work ¢ 

Mr. Newman. Well, let us say that the work that we furnish, such as 
entrances, and so forth, is functional. This work is being performe:| 
in veterans’ hospitals—we are doing about nine of those now—and we 
are doing about four other hospitals, important hospitals. 

There is one hospital in Dayton, the Miami Valley Hospital, that 
was Very anxious to give us a contract up there for items they need, but 
we could not take it because of end-use restrictions. 

They are functional, not ornamental, in the strict sense of the word. 
I mean, they are not ornamental figures that are put on the outside of 
a building, but they are really something you have to use, and our 
problem is not so much the fact that the Government does not want 
us to use the materials, but because they want to use them for more 
important purposes. It is the idea of telling us that we cannot use 
it after a certain period, when I think if they would allow Us to use 
about a half of what we have been using in the past year, that it would 
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give ae good chance to hold our organization together during the 
interval, 

Mr. Srety-Brown. How much of your business depends on copper, 
and how much on aluminum, approximately ¢ 

Mr. Newman. I would say that about 90 percent of it depends on 
aluminum. 

Mr. Sreery-Brown. Ninety percent of it depends on aluminum?! 

Mr. Newman. Yes. 

Mr. Srevy-Brown. Now, the so-called death-sentence clause which 
was changed the other day, and extended for a period, does that help 
you out at all? 

" Mr. Newman. No; it is just another 30 days. You know, I was 
up in Washington representing our industry on a committee, and 
they were very sympathetic, but they gave us very little encouragement. 

Mr. Evins. Of course, you are using a product that is most critical 
and most essential. We have had before our committee in executive 
session representatives of stockpiling agencies of the Government, 
and while we are not permitted to indicate the figures they have given 
us as to what they need for aviation and stockpiling agencies who are 
trying to have a reserve or bank in case the emergency becomes critical, 
and then if any is left over it is allocated on a priority basis to essential 


civilian users, and it is possible, oes that they are considering that 
ornamental work is not essential. 
I want you to understand that the committee is entirely in sympathy 
with your problem, and we are trying to bring about an inc 
appen to be in an industry that 


production of aluminum, but as 
is using a very critical material. 

Mr. Newman. Yes; I know. 

Mr. Srety-Brown. The reason I asked my question was because of 
what our chairman has just said, if 90 percent of your business at the 
moment involves the use of aluminum can’t you convert your plant 
to the use of some other material ? 

Mr. Newman. No; not for that type of work. But we can do all 
types of sheet-metal or foundry work, sand-casting work. 

You see, we are concerned also with, I would say, about 30 or 35 
of our employees who are up in years now, and if we have to close 
down our plant in 2 months from now these fellows would never be 
able to obtain employment elsewhere because of their age. 

Mr. Evins. Then I take it the solution largely to your problem 
is for you to secure either Government contracts or subcontracts? 

Mr. Newman. That is right, or else to get an opportunity to obtain 
sufficient materials to keep us going for several more months. Even 
if we were to get a subcontract now, or a prime contract, there would 
be a point there where we would have to wait for materials to come 
in, and so forth. Then what do we do with our men? We have to 
lay them off. It would be difficult to get them back. 

{r. Evins. We heard before our committee last week that certain 
contractors had gotten up a train, so to speak, and had an exhibit 
aboard with items they needed, and they were able to discover about 
30 or 40 subcontractors. Some were looking for subcontracts, and 
others apparently not. 

Do you have any further questions, Mr. Seely-Brown ? 

Mr. Szery-Brown. No. 
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Mr. Evins. Mr. Dalmas, 

Mr. Datmas. Mr. Newman, as to the veterans’ hospitals you spoke 
of, are there no preferred rat for materials to be used on them / 

Mr. Newman. The strange thing about that is that on most of the 
Government hospitals, we receive orders on them, as for instance 
the Pittsburgh Veterans’ Hospital. the Neurological Hospital, and it 
is a tremendous thing and will cost about $18 million, and our con- 
tract runs about $300,000. We were fortunate enough to be able to 
obtain the materials for that job, with the exception of a small amount, 
and do you know that we cannot even get relief from the NPA for 
just that little amount? We have had our application in for relief 
now for, I guess, about 2 or 3 months with no action taken. We have 
been up to Washington, and we burned up the wires, and the phone, 
and they keep telling us they will see what they can do. They did 
issue DO orders on many veteran hospitals, and suddenly they re- 
scinded every one of them. I never could find out what the reason 
for their doing it was. 

Mr. Evins. Did you confer locally here with Mr. Luckey # 

Mr. Newman. Yes. We have been in touch with him. They have 
been very cooperative. 

For instance, we are doing two jobs now for the Atomic Energy 
Commission, for their steam-power plant, and there are no DO order 
ratings on them. We have to try to get the material the best way we 
can. 

Mr. Datmas. There are DO orders on Atomic Energy Commission 
construction, are there not? 

Mr. Newman. Not when the end use is restricted. That is the 
trouble. You see, they have the list of end-use products that way, 
and you can have a DO order and it does not mean a thing. 

We are doing the Langley Field wind-tunnel job now, and we 
could not get any rating on that one. 

We are doing the Bugs Island job, which is a big dam for the United 
States engineers. 

Mr. Evins. Then you do have Government contracts or Government 
business ¢ 

Mr. Newman. Yes; we have lots of it. I would say about 80 percent 
of our jobs are Government but it doesn’t mean a thing. You cannot 
get the materials for it. 

Mr. Evins. How much is your normal use of aluminum on a quar- 
terly or semiannual basis? 

Mr. Newman. Well, I would say that we use  < nanied 30,000 
pounds a month, about 360,000 pounds a year, roughly. 

Mr. Evins. Well, under the priority and rationing system you 
would be entitled to a pescestage of your normal use, if available, 
and you are not getting any of it 

Mr. Newman. No; you see, it is the end-use restrictions that cuts 
us off. We would be happy if we could get 50 percent of what we 
were getting in order to ho d our organization together, and lift the 
end-use restrictions, 

I understand that Senator Sparkman is trying to get it through, 
I don’t know whether you are familiar with it, but he says if you 
cannot get 50, or 40, maybe you can get 30. We would be happy 
about anything we can get as it would at least give us a chance to 
hold our keymen together in our organization so that when defense 
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orders come along we will be prepared to take them over. We cannot 
take over defense orders if we don’t have the men. 

Mr. Bartierr. Mr. Chairman, I would like to mention that the 
conservation of strategic materials is divided into three phases: De- 
fense, defense support, and civilian economy. 

From the list of projects which you read a while ago it would appear 
that the majority of your contracts are in the defense-support pro- 

m, and I am sure that the NPA will take that into consideration. 

I did not get the pattern of the contracts you obtained during World 
War II, whether they were prime or sub? 

Mr. Newman. They were prime. We had prime contracts with 
the Navy, and the Maritime Commission, most of them, I would sa 
about 95 percent. We had a Navy inspector right in our plant all 
the time. 

Mr. Bartierr. So far as getting you relief on these appeals you 
have, I am sure that our local office, through Mr. Luckey, will be 
glad to take the matter - Did you file your appeals directly with 
Washington in the first place? 

Mr. Newman. That is right. 

Mr. Barttert. For the benefit of the others, if you file them through 
the local office they can follow them through. We will be happy to 
give you all the support we can. 

Mr. Newman. I will tell you another thing that we have not suc- 
ceeded in getting, and that is case numbers on any of our appeals. 
In other words, if you were to write to Washington right now, or 
if you were to call them up, and you wanted to speak to them about 
that particular job, they would not know what you were talking about. 
If we had a case number then they would know what we were talking 
about. 

Mr. Evins. Do you feel that if you were able to get an answer on 
the spot locally that you would be in a much better position that going 
through Washington ? 

Mr. Newman. Surely. 

Mr. Evins. The committee is trying to arrange it so that business- 
men can be given an interpretation and disposition on the spot. We 
are insisting that that be done wherever ible. 

The problem that you have presented is one that the committee has 
been hearing, and we do appreciate your splendid testimony. 

Mr. Newman. Thank you. 

Mr. Evins. Mr. R. J. Davidson. 

(No response. ) 

Mr. Erie A. Flaschar. 

Mr. DeLone. Mr. Flaschar is not here at the moment. He will 
be in this afternoon, but I can take care of this now if you would care 
to have me do so, or you could wait until this afternoon to hear from 
Mr. Flaschar. 

Mr. Evins. If you care to proceed with the testimony you may do 
so. Please step forward, sir, and we will gladly hear what you have 
to say. 


STATEMENT OF EDWARD DeLONG 
Mr. Evins. Let us have your name and your organization. 


| Mr. DeLonc. My name is Edward DeLong. Our company manu- 
factures fabricated steel and aluminum products for the oil industry, 
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the gas industry, and chemical industry, gas holders, tanks, pressive 
vessels, and equipment for gas and oxygen plants. 

We have some of the same problems that were just mentioned about 
materials, aluminum and steel, particularly, and in an attempt to meet 
those problems we have converted our production to defense oriers 
for the Army and the Air Force, and we have some problems iow 
that we did not have when we were operating on a normal commer: i; 
basis, piecest in connection with financing. You have hear 
some of these before, I expect. 

The first one is in connection with the amortization of emergency 
facilities. 

It has been brought to our attention in connection with a Govern- 
ment contract that the Statement of Cost Principles proposed by the 
Munitions Board includes a provision that would deny to contractors 
a full deduction of amortization of emergency facilities, allowable 
for tax purposes under the provsions of section 1242 of the Internal 
Revenue Code, in connection with price redeterminations of defense 
contracts. 

We believe that this is a most unjust position and feel that it 
should be changed so that a full amortization deduction will be avail- 
able to contractors who have secured certificates of necessity. 

As you know, the theory behind section 124A of the Internal Reve- 
nue e—adopted by the Revenue Act of 1950—is that during the 
emergency period the Government wishes to encourage businesses to 
invest in plants and facilities that are of value to the Government i) 
producing war material or other products necessary to the national 
defense. 

This encouragement takes the form of allowing a taxpayer to anwr- 
tize the cost of such plant and facilities over a 5-year period. 

Many business concerns make investments in plants and equipment 
which they would not make without this encouragement. Congress 
has determined that, as a matter of policy, an advantage should be 
given to these businesses. 

It now appears most inequitable to have a branch of the executive 
department determine that contractors may not deduct such allow- 
able amortization for purposes of price redeterminations, but can only 
claim as costs the amount of depreciation which would ordinarily be 
allowable. 

This means simply that contractors would be unable to recover 1\\) 
percent amortization as an element of contract cost, and could not 
recover the full outlay of funds covered by certificates of necessity. 

Mr. Evins. Let me interrupt you right there, Mr. DeLong. What 
are you doing with-reference to defense work ? 

r. DeLone. Yes. Well, we have one contract at the present time 
with the research and development laboratory of the Army engineers 
for a power trailer unit used in development work. 

We also are negotiating with the Air Force for some cooling wits. 

Mr. Evins. In other words, you have converted from your normal 
civilian work, channeling your activities into defense work, you are 
fully occupied and employed, and your problem is with respect to 
the difficulty in mse and ironing out amortization problems in 
payment of income taxes 

r. DeLona. That is one problem, yes. 

Mr. Evins. Go right sheet 
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Mr. DeLonea. The next problem we have is in connection with par- 
tial-payment terms under Government contracts. Under the present 
yolicies of the Munitions Board we find a definite problem which we 

lieve prohibits the full utilization of the productive facilities of this 
country, and, at the same time, requires those who have contracts with 
the Defense Department to finance part of the defense program. This 
situation arises in connection with partial payments under defense 
contracts which have not been completed in their entirety. 

Under the present policies there are two standard plans providing 
for such partial payments. 

The first of these allows partial payments in an amount not to ex- 
ceed 75 percent of the costs to the contractor of the property upon 
which payment is being made. 

The second allows partial payments in an amount not to exceed 
®) percent of the direct labor and material cost to the contractor. 

Where, as is true in most cases, the contracts involve large amounts 
of money and the cost to the contractor of fulfilling the contract is 
great, the effect of either of the above plans is twofold. 

First, it of necessity makes the contractor findnce, at least in part, 
the particular defense contract or contracts which he has. 

In the event of the use of the first plan which allows payments 
up to 75 percent of the contractor’s cost, the contractor is thereby 
forced to finance the contract in an amount of not less than 25 percent. 

The use of the second plan requires the contractor to finance at 
least 10 percent of all direct labor and material costs and to finance 
all other costs. Secondly, the fulfillment of these contracts extends 
over a considerable period of time and when such partial payment 
plans require the contractor to carry a considerable portion of the 
financial burden, the contractor is then unable to participate in as 
many contracts and in as many programs as his plant capacity would 
otherwise allow. This, then, has the effect of cutting down on the 
productivity capacity of the contractor. 

We are presently negotiating a contract with the Department of 
Defense which involves approximately $2% million. 

Operating under either of the partial payment plans, as outlined 
above, necessitates our financing a portion of this contract and thereby 
financially limits the amount of defense work which we can do. 

Under the proposed contract we will have roughly only 40 percent 
of our plant capacity tied up, but due to the financial lligations in- 
volved, we will be unable to take another defense contract which 
would utilize the remainder of our plant capacity. 

Executive Order 10210 has been issued, which allows the Depart- 
ment of Defense to advance progress, and other payments in connec- 
tion with defense contracts without regard to the provisions of the 
law relating to the making, performance, amendment, or modifi- 
cation of contracts. 

We believe that it is to the national interest that these partial pay- 
ment plans be revised in order to relieve contractors of the financial 
burden as outlined above. 

This can be done under the law and will allow all contractors to 
more efficiency utilize their plant capacity in the national interest. 

I have read that statement because I thought it would go more 
quickly that way. 
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Basically, the problem is that due to the change in the nature of our 
work, or their work, rather, from standard commercial work, which 
generally does not involve such long periods or large amounts jn 
single contracts, and in effect the C5 ii of the plant, or the 
productive capacity of the plant is limited. 

Mr. Evins. Just how liberal would you recommend that that pro- 
vision of the Executive order be? Here you have a Government con- 
tract, and there is provision under the law, with an Executive order 
implementing it, which says in effect that the Department of Defense 
can make you an advance payment on this work, or can make you an 
advance loan on the matter. How far would you recommend that it go/ 

Mr. DeLone. Well, I would recommend that it go to 95 percent, in 
a large contract of this kind. The hold-back of 5 percent, I think, 
would be adequate to cover any contingencies that might come up under 
the contract. 

Mr. Evins. What other specific recommendations do you wish to 
make to the committee ? 

Mr. DeLone. Well, I would recommend that so far as the determi- 
nation or price redetermination provisions are concerned, the Muni- 
tions Board follow the Bureau of Internal Revenue in allowing the 
amortization of emergency facilities over the same 5-year period. 

Mr. Evins. How long did you say they allow at the present time! 

Mr. DeLong. Well, they allow it over the life, the natural life—or 
they allow it over the life of the facility, depending on what type of 
facility it is. It might be 5 years, or it might be 30 years, depending 
upon the nature of the facility that is being built. 

Mr. Evins. Your recommendation, then, to repeat, as I gather it, 
is for the Executive order or law to be liberalized so as to allow at least 


95 percent of advance payments; and secondly, that amortization be 
extended over the life of the contract, or a long period of time? 

Mr. DeLone. No, the recommendation I made was that so far as 
financing, the partial payments be made to 95 percent of the contract, 
and on the matter o wag sat facilities that for the purposes of 


price redetermination the Munitions Bureau follow the same 5-year 
eriod in allowing the amortization of emergency facilities that is fol- 
owed by the Internal Revenue Bureau. 

Mr. See_y-Brown. How many men are employed in your plant! 

Mr. DeLonge. It varies, between 100 and 200. 

Mr. Sreiy-Brown. And you feel that the financing problem for a 
plant of your size is particularly acute under the existing rules and 
regulations ? 

fr. DeLonea. Yes, sir. 

Mr. Seevy-Brown. And that the particular rules and regulations 
are harmful to the small man, whereas the larger firm, with more cap!- 
tal, would not be hit as hard; is that your point, sir? 

Mr. DeLonge. Yes, sir. 

Mr. Sre.y-Brown. That is all. 

Mr. Evins. Any further questions? 

Mr. Datmas. Mr. DeLong, that 95 percent, would that be on com- 
pleted work on a monthly basis? 

Mr. DeLong. On a monthly basis; yes. 

Mr. Daimas. Of work completed ¢ 

Mr. DeLona. Yes, sir; the cost of work completed. 

Mr. Davnmas. That is all. 
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Mr. Evins. Mr. O’Donnell, of the Reconstruction Finance Commit- 
tee, do you have any observation you care to make at this time? 

Mr. O’Donne tt. For the reason that the two objections raised by 
the witness address themselves to the Department of Defense—the 
rules and regulations as applied to partial and advance payments, 
and also the question of amortizing his cost. 

Mr. Evins. Well, then I feel quite sure that the representatives of 
the Department of Defense, who are here, will take back to their peo- 

le the recommendations you have made, and that consideration will 

iven to them. 
ank you, Mr. DeLong. 
Mr. DeLonge. Yes, sir. 
Mr. Evrns. Mr. August Meyer. 


STATEMENT OF AUGUST MEYER, SECRETARY, CINCINNATI RETAIL 
GROCERS AND MEAT DEALERS ASSOCIATION 


Mr. Evins. Mr. Meyer, will you state your name, and the name of 
the organization you represent ? 

Mr. Merer. I am August Meyer, secretary of the Cincinnati Retail 
Grocers and Meat Dealers Association. 

I am going to read my brief. It is not too lengthy, and I hope it 
does not take up too much of your valuable time. 

Mr. Evins. Go right ahead, sir. 

Mr. Meyrer. To iaictiion and members of the House Small Busi- 
ness Committee, Washington, D. C., as submitted to the subcommittee 
meeting, Tuesday, April 3, 1951, at the Union Gas & Electric Co. 
Building : 

Honored sirs, my name is August Meyer, Jr. I am secretary of the 
Cincinnati Retail Grocers and Meat Dealers Association, which is 
affiliated with the National Association of Retail Grocers, with head- 
quarters in Springfield, Ohio. 

My statement 1s very brief, as I realize the great scope of these 
hearings of the subcommittee of the House Small Business Committee, 
and I a not wish to repeat what may have been said by others. 

I wish to state emphatically, in behalf of our members, that due 
to rising costs of almost everything that into the maintenance 
of a retail food store, and due to sciiiek seikeaine of profit which 


accompany inflationary trends—which affect small business more 
disastrously than big business—the members of our organization re- 
port in overwhelming number that they are now facing worse condi- 
tions than during the period between 1930 and 1940. 
In other words, costs of doing business are going uP. more dollars 
er 


are coming into the cash register, but profits grow smaller and smaller. 

Nothing is more important to the future of this Nation than the 
stability of hundreds of thousands of independent food dealers and 
other independent enterprises which make up the bulwark of our 
free economy. Yet, credit is almost cut off entirely to most of the 
small food dealers throughout the United States as far as venture or 
improvement capital is concerned. The red tape continues to demand 
more and more of his time, which he cannot spare, adding to his costs, 
and if he is meeting the competition of the larger chains that enjoy 
“ng buying privileges, he is having a most difficult time staying in 
usiness. 
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A few years ago, when he was here in Cincinnati, Congressi\;) 
Patman said: 

I cannot believe that our boys are baring their breasts for the second time iy 
a generation to the bullets of a foreign enemy to make this a nation of big cur 
porations, by big corporations, and for big corporations. 

At the moment the sons of many of our members are on the fighting 
front in Korea, or being drafted for service in Europe. 

If they return alive, many of them will hope to return to the busi- 
nesses and perhaps take over that which their parents have estab- 
lished. But these hopes will be shattered if the Office of Price Sta- 
bilization, or if conditions in general, place heavier burdens on the 
shoulders of the independent food dealers of this Nation. 

In the name of our members and other food dealers of this trad- 
ing area, I beseech this committee to consider that it may be as im- 
portant to the future of our free enterprise system to preserve the 
position of the independent retailers of our Nation as it is to preserve 
the small industries which are so important a part of the supply line 
furnishing our solders with war materials. 

You gentlemen have heard it said that the average retail grocer 
has had to put in more hours in his store and use the services of al! 
members of his family to help him stay in business than ever before. 
There are, of course, independents here and there who have been very 
successful and who do not need to make great sacrifices of time, or 
seek the aid of their relatives in order to survive. But today the 
majority of independent merchants are selling so many items at or 
below their cost of doing business, and in order to meet competition. 
thousands of them are going out of business every year. 

For example, when coffee was 50 cents per pound and a merchant 
made 5 cents gross profit, his gross on 2 pounds was 10 percent. 
Today, he is still making 5 cents per pound, but is having to sell it from 
78 to 90 cents per pound which has reduced his gross profit accord- 
ingly. Yet, his handling costs and general overhead have more than 
doubled. 

Now, there is talk coming out of Washington from the Office of 
Price Stabilization that the independent f dealer must expect to 
conduct his business on even smaller margins of gross profit than 
those which now prevail. 

We respectfully and urgently request that the Small Business Com- 
mittee give the problems now faced by the independent food dealers 
the earliest possible attention. 

That is all I have in my brief. 

Mr. Evins. Thank you. You have made a statement about the 
importance of the stability of food dealers, food being a very im- 
portant commodity and a very essential one. 

Tell the committee, if you will, just what effect the recent freeze 
on certain grocery items has had with respect to the retail grocery 
industry. 

Mr. Mever. I would answer it this way: That the new regulation 
is not too severe, but generally, for the past number of years, the retail 
grocer’s profit has been diminishing very greatly. : 

We have a situation here in Cincinnati, and I presume it exists in 
most every city, where in the distribution of fluid milk the retail 
grocers are handling fluid milk, selling it over their counters, at be- 
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tween 8 and 9 percent. That is less than the cost of doing busin 
and we think it is a real serious situation, and we feel that the retai 

should be considered and be given a little better spread between 
the wholesale cost and the retail cost on fluid milk. 

Mr. Evins. You are speaking as an individual groceryman, and 
also as an Official of the retail grocers association ; is that correct ? 

Mr. Meyer. That is correct. 

Mr. Evins. And you specifically recommend that the spread in the 
price of milk be increased. 

Mr. Meyer. Yes, sir. 

Mr. Evins. What about other items? Mr. DiSalle issued an order 
on which there were marginal mark-ups. 

Mr. Meyer. The reason I mentioned milk was because of the labor 
involved in getting it to Mrs. Consumer. You must realize that the 
retailer handles that bottle of milk maybe two or three times. 

Mr. Sgee.ty-Brown. What does a farmer get for his milk per 
hundred ¢ 

Mr. Meyer. I cannot answer that, as to what he is getting now. 
They change that quite frequently. I don’t know. I am not too 
conversant with that. I did not have that in my brief, and I would 
like to call that to your attention. 

Mr. Evins. As a result of this order will grocery items go up some? 
Will there be some advances, some increases, or will there be some 
decreases ? 

Mr. Meyer. There will be some decreases and some slight increases, 
I would say, under the new order which was recently issued, just dur- 
ing the Yee week. 

Mr. rELY-Brown. Could I ask a question? I would like to find 
out, sir, do you feel that our food prices have gone up very rapidly 
since the Korean War—do you agree that that is so? 

Mr. Meyer. That is true; yes, sir. 

Mr. Sre.y-Brown. Now, has that been caused by the fact that the 
Government has been issuing statement that have been published 
saying, “We are going to put the lid on next week,” or the next day, 
or within the next few hours? Has that been the cause of the rise 
in price, or what has been, in your opinion, the basic reason for the 
rapid increase in the price of food? 

Mr. Meyer. I don’t know just how to answer that. It is not due to 
the Government, I don’t think, but commodities, some commodities, 
are harder to get. I think the farmer is getting more money on some 
commodities. 

Mr. Szety-Brown. Well, he is not getting more money on apples. 
I happen to be an apple raiser. 

But you say you think he is getting a better price on the farm for 
many of his commodities ? 

Mr. Meyer. I think he is; yes. 

Mr. Srey-Brown. Would you say that this freeze order gives a 
fair margin of profit on the items which it includes? 

Mr. es, and I would like to say this, too: I have heard 
many comments from retailers that they are well satisfied with these 
markups under the lation that was issued last Thursday. 

_ Mr. Seery-Brown. How much would you figure the percentage 
increase has been in the cost of food in this area since the boys were 
sent to Korea ? 
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Mr. Meyer. I could not answer that, Mr. Brown. I could not 
answer that. 

Mr. Evins. Of course, it is going to take the patriotic effort, and 
the patriotic cooperation of the retail merchants and the people gen- 
erally to bring about an effective enforcement of price stabilization 
at the retail level if we are to prevent inflation. 

Mr. Meyer. That is right. 

Mr. Evins. And I for one feel that the independent merchants 
are very patriotic Americans. 

Mr. Meyer. After all, no independent merchant, or chain, either, 
can get out of line on his retail prices because we still have competi- 
tion. 

Mr. Evins. What would be your specific recommendations to this 
committee for action to be taken in your behalf and that of the retail 
merchants association on the Price Stabilization order? Should it 
be more extensive; should it cover other items? 

Mr. Meyer. Most items are covered, as I understand. You have 
Mr. Stoner here, who, I presume, is on the program, and he can 
probably answer that for you. 

Mr. Evins. Then you wanted to make observations rather than 
specific recommendations ? 

Mr. Meyer. That is right. 

Mr. Evins. Thank you, Mr. Meyer; thank you very kindly for 
your statement. 

Mr. Meyer. Yes, sir. 

Mr. Evins. Our next witness will be Mr. Karger. 


STATEMENT OF ALFRED GUS KARGER, AMERICAN PRINTING 
INK CO. 


Mr. Evtns. Will you be good enough to give us your name, and the 
name of the company you represent ? 

Mr. Karcer. My name is Alfred Gus Karger of the American Print- 
ing Ink Co. 
¥ r. Evins. Will you proceed with your statement, please, Mr. 

arger. 

Mr. Karcer. My problem is not necessarily a defense problem, but 
it is a problem of production. 

There is a product known as titanium dioxide, a white pigment. 
necessary in the manufacture of printing inks, and likewise necessary 
in the manufacture of paint bases, both industries with which I am 
connected. 

These products are manufactured by four concerns in the United 
States—du Pont, Glidden, Titanium Pigments Corp., and the Ameri- 
can Cyanamid Co.—and all four concerns picked the same period of 
time in which to determine a quota for users. All four concerns, if 
you did not purchase during that particular period, whether you were 
overloaded or not at that time, today refuse to supply material. 

We cannot participate in the manufacture of paint bases for many 
of the paint manufacturers who today are manufacturing paints, in- 
cluding antimony oxide for Navy use in the recommissioning of ships. 

We cannot participate in large tint color orders for the printing- 
ink industry because we do not have the basic titanium dioxide. 
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Our own particular problem is presented by the fact that we did not 
urchase during the period arbitrarily set by all four of these manu- 
acturers, as su sebediy there is a shortage of this material, and sup- 

posedly, according to the manufacturers in the United States, these 
materials are not available for wide distribution. 

The price in the United States by United States manufacturers is 
approximately 2014 cents per pound, the same price being maintained 
by all four manufacturers, and I am sure that some of them have dif- 
ferent costs in manufacturing than others. 

You can buy titanium dioxide manufactured in the United States 
and rebagged in Canada, or reshipped from Mexico, at 90, 95 cents, 
and $1 per pound. The shortage is not as great as it would appear 
to be, and T hate received advertisements from concerns within the 
United States offering me at a black-market price quantities as high 
as 30,000 pounds of this material. 

Mr. Seery-Brown. Will you stop right there for a moment, please ¢ 

Mr. Karcer. Yes, sir. 

Mr. Seery-Brown. Would you be willing to make those letters 
available to the committee ¢ 

Mr. Karcer. Yes; just wait until I get my file. 

Mr. Seery-Brown. Go right ahead with your statement. I just 
wanted to make sure we ouuhd tot it if we wanted it. 

Mr. Kareer. Here is a list of hard-to-get chemicals offered on post 
cards by the Leion Chemicals, 70 Wall Street, New York 5, N. Y., 
“Titanium dioxide 98 percent imp., 12,000 pounds.” That is 98 per- 
cent pure. 

Here is likewise another offer from the Legion Export & Import 
Co., 261 West Fifteenth Street, New York 11, N. Y., offering either 
type of titanium dioxide, rutile or anatase, 5,000 pounds of each. 

Mr. Seery-Brown. At how much a pound, or don’t they quote a 

rice ¢ 
Mr. Kareer. No price quoted. 

Then here is one from the Chemical Service Corp., 82A Beaver 
Street, New York 5, N. Y., which offers a list. of impossible materials, 
supposedly including titanium dioxide. 

The only recommendation that I can make in this regard is that 
all users of titanium dioxide, because I have seen paint companies 
that have been unable to secure material, must either curtail their 
production or practically go out of business. 

The white-shoe-polish manufacturer, who requires only small 
amounts of it but who cannot secure any of it at reasonable prices, 
cannot stay in business certainly when it can be purchased at 2014 
cents. It would not be in a competitive position to buy it at 90 cents, 
% cents, and $1 per pound, and as long as the large manufacturers, 
such as du Pont, who uses TiO:, titanium dioxide, in the manufacture 
of its paint, seemingly has no shortage in production of white paint, 
I feel there is an arbitrary discrimination against the small user who, 
because of the size of his inventory, due to the fact that he was afraid 
to quit buying under a quota previously, and became overloaded, and 
then started to use his overload, and found a time set during that 
period which eliminated the potential of his purchase, that that man 
is not able to compete with the larger manufacturers. 
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_ Mr. Evrys. Mr. Karger, as I gather it, the gist of your testimony 
is that you say that there is a fixing of price, there is no scarcity of 
material, but there is a monopoly existing or has developed wit) 
res to titanium dioxide? 

r. Karcer. I would say that the requirements for titanium dioxi:le 
have grown beyond the vv of the increase in production. | 


— that there is = lem of it being scarcer than it was, but 
do say that it is a er unusual circumstance or situation when 
four concerns of varying sizes have the same exact cost of production 
for each of them, and the same exact selling cost—in fact, everything 
that enters into the business comes out to exactly the same fraction! 
amount in the sale of their material; and, while I cannot say that 
there is a monopoly, I certainly have a right to think it. 

Mr. See.y-Brown. Can you tell me the sources of titanium ? 

Mr. Karcer. Titanium dioxide comes from titanium metal ore. 

Mr. Sreiy-Brown. Do we have an adequate source of titanium ’ 

Mr. Karcer. In the United States? 

Mr. Seety-Brown. In the United States. 

Mr. Karcer. There is no—— 

Mr. Srety-Brown. Do you know how much is exported ? 

Mr. Karcoer. I did have those figures, but I do not have them with 
me. There is a great deal exported and a great deal imported. 

Mr. Seety-Brown. To which countries is it exported, Mr. Karger ’ 

Mr. Karoer. Canada, Mexico, Britain, particularly. 

Mr. Seety-Brown. Is it sold from Canada back here ? 

Mr. Karcer. Canada, Mexico, Britain, and it can be bought back 
in New York City, at a premium. 

Mr. Evrns. If you would be so kind as to document those facts 
and figures and information for the committee, the committee would 
be pleased to receive them, I assure you. 

he Federal Trade Commission will be interested in information 
of this sort, as well as the Antitrust Division of the Department 
of Justice. 

Mr. Kareer. I hope so. 

Mr. Damas. Mr. Karger, do you have any dollar quotations in 
writing on any of this? 

Mr. Karcer. No; I do not, but I am sure you can secure them from 
any paint manufacturer and most any printing-ink manufacturer. 
I am sure you can get documentary evidence from them of this sort. 

Mr. Evins. What you are recommending is that the trust be busted, 
and that the price be reduced ? 

Mr. Karaer. No; the price, so far as 201% cents is concerned, so far 
we have found it perfectly competitive, and it allows us to manu- 
facture the material. I do say that the allocating of that material 
should be compulsory upon the manufacturers to all users, and that 
they cannot arbitrarily decide who shall be put out of business, be- 
cause it just works out this way: that those of their competitors they 
cannot lick they either decide to break or buy. 

Mr. Seety-Brown. I think it is interesting to note that this post 
card not only lists titanium dioxide but also cobalt oxide, which is « 
very critical material. In fact, all the items listed here are critical 
materials listed for market. ; 

Mr. Evins. These post cards may be received in evidence in con- 
nection with Mr. Karger’s testimony. 
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(The three post cards addressed to American Printing Ink Co. may 
be found in the files of the committee. 

Mr. Evins. Thank you very much for your most enlightening state- 
ment, Mr. Karger. 

Mr. Karocer. You are welcome. 

Mr. Evins. Mr. Jack Hurst. 

No response. ) 

Mtr Evins. Mr. R. J. Davidson. 

(No response. ) 

Mr. Evins. Mr. Frank Jackson. 

(No response. ) 

I believe that is all of the witnesses who have asked to be heard this 
morning. There are several who have asked to be heard this after- 
noon, or who are —— on being here at the afternoon session. If 
there are any witnesses who wish to be heard this morning, who signi- 
fied their desire to be heard this afternoon, the committee would be 
glad to hear from them at this time. 

Mr. Witter. I would like to be heard now, if I may. 

Mr. Evtns. Very well, sir, will you come forward, please, and we 
will be glad to hear from you at this time. 

Mr. Wirzey. Thank you. 

Mr. Evins. Just take a seat, sir. 


STATEMENT OF FRANK W. WILLEY, PRESIDENT, WILLEY-WRAY 
ELECTRIC CO., CINCINNATI 


Mr. Evins. Will you give the committee your name, and the name 
of the company you represent, please ? 


Mr. WiLey. agree is Frank W. Willey, and I am president of 


the Willey-Wray Electric Co., and also chairman of the local group 
of electric motor-repair industry in Cincinnati, and I am also chair- 
man of the defense-coordination committee of National Industrial 
Service Association. 

I have a brief report, I think, I should like to read first, and then 
double back and comment on a few thi 

Mr. Evins. You may proceed. 

Mr. Wuxy. The writer is chairman of the local group of the elec- 
tric motor-repair industry, and chairman of the Siieee-dovuiination 
committee of National Industrial Service Association, which serves 
re cata 1,200 such service concerns of the United States and 

‘anada. 

The industry is recognized as essential to the defense effort by the 
va n Sicensenext, as indicated by the issuance of NPA Regu- 
ation No. 4. 

The member concern is quite a small unit, averaging a total of from 
12 to 15 employees. I might say off the record here that we are truly 
a small business. There are many other t of service industries 
that fall into the same category. There is no intent to speak for them, 
but it is unlikely that they are represented otherwise at this meeting. 

Now, there are three points here that I would like to bring to your 
attention. The first is burdensome record-keeping. 

Our t of concern is far more interested in rendering service 
than — records. There has always been a minimum of clerical 
work, Burden after burden has been added, payroll deductions for 
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social security, and income tax, wage-hour law, veteran and apprentice 
training, National Production Authority, Price Stabilization, Wage 
Stabilization, and so forth. For a concern with one or two clerical 
persons, there is not much time left for the normal business functions. 

The second subject is the wage-hour law. 

The wording of the law, as amended, clearly exempts 90 to 95 per- 
cent of service concerns of all kinds, particularly those of local area 
coverage. Section 13 (a) (2) is very clear as to exemption. 

The Administrator has revised the definition of “retail sales” so 
that a strictly retail sale is not a retail sale when made to a concern 
doing interstate business. A window washer operating within a small 
area of a city is engaged in interstate business when washing windows 
for a concern doing interstate business. 

The third point I want to bring to your attention is the scarcity of 

copper. 
PA regulation 4 presumably provides the much-needed copper 
requirements for our particular service industry. However, it is only 
a hunting license. Suppliers say they simply haven’t the raw copper. 
Domestic production is below requirements and is supplemented by 
imports from Chile. There is an import duty of 2 cents per pound 
on Chilean copper. If copper is truly short, it doesn’t make sense 
to limit imports by an import duty. 

‘Now, may I go Seok and enlarge a little bit on some of these state- 
ments ; 

Mr. Evins. Certainly. 

Mr. Wuey. In the first place, the smallness of our units, when I 
say that the industry, our own particular industry, the service in- 
one of the clerical capacities, and there be a janitor and the boss, 
they may be doubling also in their jobs. 

When some examiner or auditor comes around to over our 
records, it is quite difficult to find a big enough space for him to place 
his portfolio on, and a couple of pieces of paper to work on. An office 
is not unlikely to be as small as 10 by 10. 

Now, when such a concern is loaded down with records, and let me 
say that the industry, our own particular industry, the service in- 
dustry, is very cooperative and very willing to do everything and 
anything possible, and understand, we are not now in the prime con- 
tract category at all, we are in the second line of defense, or maybe the 
third line of defense, behind the man who is handling subcontracts, 
and possibly prime contracts, because our complete function is to keep 
those plants going by keeping their equipment in good repair and 
maintaining and helping out wherever it is necessary to keep the plant 

oing. 

: Now, with that spirit we don’t like so much to sit down and write 
down a lot of things on paper. One of the most wonderful examples, 
I don’t know whether you all read the magazine article printed, and 
I don’t remember the name of the magazine, but about 4 or 5 months 
ago, about a printer, I believe up in Pennsylvania, that was examined 
by the Wage-Hour examiner, where after many months of intense 
study and interruption to the business he was finally, I believe, as- 
sessed, I think, some $69. . 

Now, those things irritate the small-business man, and we are not 
in a position to handle records as they should be handled. 
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Now, I am just miaking that as a general plea for all small busi- 
nesses, and when I say “small,” I am not talking about these four and 
five hundred employee fellows, but I mean real small businesses, for 
heaven’s sake go light on the record keeping. [Laughter. | 

Mr. Evins. Then I take it that you recommend the elimination of 
record keeping and exemption from the wage-hour law for extremely 
small businesses ¢ 

Mr. Wuzey. Yes—well, three things, not necessarily the elimina- 
tion of record keeping, but at least let us not have any more pyra- 
miding of records. That is one recommendation. 

The second one is that a service industry that qualifies under the 
Wage-Hour Act, as amended, whenever that amendment was, that 
under that act as it is, that these concerns be exempted from the 
operation of the Wage-Hour Act. 

Mr. Seety-Brown. Service concerns? 

Mr. Witter. Service concerns, or for that matter any concern that 
qualifies for exemption should be exempted, and not have different 
interpretations placed on the act. 

Mr. Evins. Any further questions? 

Mr. Wititey. And the third recommendation is the elimination of 
that 2 cents duty on copper imports. I understand that imported cop- 
per amounts to about 20 percent of the total consumption in this 
country. 

thi Beta Bases. Sir, I might say that I know that the question of 

tting rid of the tariff on copper is going to be brought before the 

ngress. ’ 

You are looking at one Congressman who is certainly going to do 
everything he can to get rid of that tariff, and I think you are, too, Joe. 

Mr. Wutey. I might say as chairman of the defense coordination 
committee of National Industrial Service Association, that while I am 
not duly authorized by the president, I would say that I can probably 
pretty authoritatively wat for the entire industry in these requests. 

Mr. Seery-Brown. Coming from Connecticut, I can assure you 
that we up there are very much concerned with what is happening 
to the copper industry. 

Mr. Witey. Thank you. i 

Mr. Evins. At this time I will again call Mr. Frank Jackson. 

(No response. ) 

Mr. Evins. Mr. W. A. Ferguson. 

(No response. ) 

Mr. Evins. Mr. Frank Fox. 

(No response. ) 

Mr. Evins. The gentleman over here indicated a while ago that he 
wanted to make some observation. 

Mr. Bure. I just wanted to comment on—— 

Mr. Evins. Will you come forward, please? 


STATEMENT OF OTTO E. BUFE, RELIANCE ART METAL CO. 


Mr. Evins. Will you give us your name, and the name of the com- 
pany you represent ? : 
r. Burr. My name is Otto E. Bufe, and I am with the Reliance 
Art Metal Co. 
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We are competitors with Mr. Newman, with the Newman Bros. 
Manufacturing Co. We have the same — Mr. Newman has 
very effectively stated our case. Our problems are primarily the same 
as his. 

The big problem is these end-use restrictions. Even if we got a DO 
order on a Veterans’ Administration hospital, or a public health 
center, or the Miami County sewage-disposal plant here in Cincin- 
nati, we still could not produce that material, because of the end-use 
restriction; the way M-7 is written up, if you had the material you 
still could not produce it. 

So our recommendation would be definitely that the end-use restric- 
tions be lifted, and instead a percentagewise limitation be put on the 
industry. We then, of course, would just have a hunting license to 
go out and get materials, but at least we would know where we stood. 

We operated 3 years ago ordering materials anywhere from 9 to 
15 months in advance, in order to keep our plant operating. We 
knew how much we could produce. We thought we knew how much 
we could sell, and consequently we could place our orders that far in 
advance, and have the basic items flowing in. 

Mr. Evins. Do you not feel that if the end-use restrictions were 
lifted as you recommend—and I am not saying that the committee is 
not in sympathy with that—but if that was lifted wouldn’t you say 
that the difficulty in securing scarce material would be increased ? 

Mr. Bure. Well, in a sense, possibly, but yet if the defense effort 
would set a definite percentage of the material that they required from 
the producers, Alcoa, Keyser, and Reynolds, and all the various pro- 
ducers, there would be a certain percentage left off, or left over for 
the commercial field, for the civilian field. 

It would probably work out something like that if we had materials 
on order that were scheduled for January of next year, and somebody 
come to us and wanted a job we would say, “Well, we can produce it 
in February or March of 1952.” Well, if that wasn’t satisfactory they 
would shop around to one of the other plants, and they might find 
somebody that had some material coming in in November who could 
err it for them in December, and they would give them the order, 

ut it would balance itself out over this period of emergency. 

Mr. Evins. And you feel that with your connections, and your 
historic use, and your powers of persuasion, you would be able to 
secure essential miterial if those end-use limitations were lifted 

Mr. Bure. Why should they pick certain types of items and say 
that the manufacturers of those items have to go out of business! 
I mean, that is not democratic. Why say we have to go out of business, 
and the fellow that makes ashtrays has to go out of business. Let 
it up to him to get material, and if he cannot get material he is going 
out of business, but at least he has got a fighting chance. Under the 
present set-up you haven’t got a chance, you have got somebody telling 
you, “This is it, and that is all you have got to do.’ 

aie Evins. Do you have any contracts like Mr. Newman testified 
about ¢ 

Mr. Bure. Our contracts are all on the same order. We have /hos- 

itals, 
: Mr. Evrys. Do you consider that in the essential field during this 
emergency period? 


: 
. 
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Mr. Bure. Hospitals and schools make up 95 percent of our backlog 
at the present time, sewage-disposal plants, and things of that nature. 

Mr. See.y-Brown. Could you have gotten the material for that 
without a DO order? 

Mr. Bure. I would say that if normal channels of trade were per- 
mitted to operate, and if the prime producers would be given an 
allocation of material by the Government for the defense effort, that 
then you could pretty well gage your usage, and you would just have 
to gamble, that is, you would gamble for the future in placing your 
oda for the material far enough in advance, if you get a job like a 
sewage-disposal plant or a Veterans’ Administration hospital. Let 
us say that job is for, or let us say it is let on the 1st of April, and 
you have placed your bid with the general contractor some time 
during the month of March, and shortly thereafter, if you are the low 
bidder, you get your commitment that you are the low bidder and you 
will be awarded the contract, the subcontract. 

Well, if it is a large project, you might not need to supply that 
material for from 15 months to 2 years. In that period you could go 
out, and you would know what your requirements were, and you 
could place your orders and see that it flowed in at the proper time, 
provided, of course, that the defense effort is not going to take 100 
percent of all the aluminum produced. 

Mr. Damas. Mr. Chairman. 

Mr. Evins. Mr. Dalmas. 

Mr. Datmas. Mr. Chairman, I would like to ask this question: 
Under the present situation you would not even place a bid, could you ? 

Mr. Bure. That is right. In other words, we have got jobs on which 
we have done just exactly that, jobs that we took last February, March, 
April, May, June, July, all the way up to December, on which we 
have protected ourselves for materials, either at present in our plant or 
with schedules originally in January, February, and March, but which 
have now been pushed up into April, May, and June, and the Lord 
knows whether we will get it then. 

= we cannot accept that material when it comes in with the present 
M-7. 

Mr. Evins. Your appeal is for a percentagewise allocation of 
aluminum, regardless of use? 

Mr. Bure. And let the prime producers control the civilian usage. 
I mean, if they have got 40 percent to give that they just allocated 
40 percent. Of course, you would have to watch out that you did not 
get into a situation like this other gentleman in the printing ink 
industry did, that there would have to be some safeguard placed so 
that the prime producer did not select the guy who was to go out of 
business. I mean, you would have to put a safeguard there. 

Mr. Evins. Your recommendations are well taken and appreciated, 
Mr. Bufe. 

Mr. Bure. Thank you. 

Mr. Newman. Mr. Chairman. 

Mr. Evins. Mr. Newman. 

_Mr. Newman. We just submitted a bid on a Veterans’ Administra- 
tion hospital in New York, and it ran into well over a million dollars. 
The plans, of course, were approved by the Veterans’ Administration, 


86267—51—pt. 128 
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and we are wondering, if that contract is awarded, how they are ever 
going to get that mek 

e gave them a bid, the contractors asked us for bids, and we are 
negotiating with them now, but after we unt the order, if we do, it 
will just fill up our order book, and that is all. 

at we would like to get would be a relaxation of end-use restric- 

tions, and then we could fill t that order, if we were able to get 50 percent 
of the materials we have been getting. 

Mr. Evins. In other words, ener upon the fact that you have had 
a large and long historical use of aluminum, if you could get a per- 
centagewise allocation then you could continue in business? 

Mr. Newman. That is right. 

Mr. See.y-Brown. Do you believe that the Government is going to 
issue that contract ¢ 

Mr. Newman. The contract has already been awarded to the genera! 
contractor, and he is now trying to award the contract to us, or to some 
competition of ours, and we have been in contact with him. 

Mr. Evins. Mr. Bufe stated you might not need this material for a 
year and a half, in some instances, and maybe we can give you some 
encouragement by saying that we feel there will be an increased 
aluminum production within the next year. 

Mr. Newman. That material would not be needed for a year and 
a half to 2 years. 

Mr. Evins. Thank you very much. 

Mr. Sitverserc. Mr. Chairman. 

Mr. Evins. Give you name and your organization, if you want to 
testify. Will you come up front, please ? 

Mr. Stiversera. I er just hke to make a few comments from 
here and not delay the meeting. 

Mr. Evins. You had better come forward, sir, so that everyone can 
hear you. 


STATEMENT OF SAMUEL SILVERBERG, OWNER, KLIMAT-MASTER 
ALUMINUM PRODUCTS 


Mr. Evins. Give your name and the name of the company you rep- 
resent, please. 

Mr. Sutverserc. Samuel Silverberg. I am the owner of the Kli- 
mat-Master Aluminum Products Co. 

Mr. Evins. Proceed. 

Mr. Sitverserc. My few seconds here should be considered in the 
form of comments. 

The aluminum situation is basically my prime interest. 

I briefly want to say this: We are small, we have 45 employees, 
most of whom are in the city of Cincinnati. 

The end-use clause, which was spoken of, is the most disturbing 
factor, in my mind, because of this reason: I operate in three loca- 
tions, two of which are in Cincinnati, and I am told that through 
records that come out of Washington the end-use clause applies to 
our industry. 

Here I sit with about 60 days’ time in which to make up my mind 
as to what I am to do, both with my organization as a business, and 
also my employees. It is obvious, I must admit, that I don’t know 
what todo. Iam just coasting along in the hopes that some of these 
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statements that have been brought up before the Sparkman commit- 
tee on one or two occasions with regard to the production of alumi- 
num will bear fruit. 

We read quotations from responsible men, both in Washington and 
out of Washington. We are told by the manufacturers that there 
will be and there is sufficient aluminum in America to take care of 
civilian needs to a percentage, as well as taking care of the require- 
ments of the war effort. 

We are told—and, of course, you gentlemen are familiar, no doubt, 
with all these things that are printed—but we are told that within a 
period of 18 months, as of maybe several months back, there will be 
750,000,000 — of increased aluminum in the United States. 

Apparently the 750,000,000 pounds is the truth, because it comes 
from authority. I read that Reynolds, in a print that was made no 
more than 3 days past, will produce, I believe my figures are correct, 
650,000,000 pounds of aluminum within a period of 12 months, which 
in itself shows you the magnitude of increased production, because 
the poeeeee states that it is twice the total capacity of production 
that took place in the entire United States before the last war. 

Now, if Reynolds can make that statement, I would love to hear 
from the Aluminum Co. of America, which has always been known 
to be a much larger producer than Reynolds, Revere, or any other 
manufacturer. 

Now, my point is this: The end-use clause is of a very serious na- 
ture, because as the previous gentleman pointed out it is a death-sen- 
tence clause. It tells me to do one thing, and I speak, of course, as 
an individual, it tells me to do just one thing, and that is to close 
shop. 

ow, I prefer not to close shop, for my own interest, as well as for 
the interest of my 45 employees. 

Mr. Evins. And this committee also prefers that you not close shop, 
may I interject? 

Mr. Stiverserac. Yes. 

Mr. Evins. Go ahead. 

Mr. Sttverserc. Well, I feel that to go along with that statement, I 
feel conscientiously that the representatives at this table, as well as 
other representatives out in Washington, are sincere from the point of 
view. 

We cannot coast, gentlemen. I cannot convert to war work. We 
must close shop, or, let us say, find something else to go into, and I 
—_ think at the moment that we are prepared for anything like 
that. 

I make a strong plea, and that plea is simple—take away the end-use 
clause, give us all an opportunity to maneuver for ourselves in legiti- 
mate channels, so that we can remain in business, even if we are cur- 
tailed, even if it is only 50 percent that we get, or even if it is only 40 
percent, but let us still follow the American way of life, and let us 
exist. 

Thank you. 

Mr. Evins. Thank you very much for your splendid statement. If 
this committee can be instrumental in helping to bring about an in- 
creased aluminum production, or an increased production of other 
critical materials, or if we can cause some relaxing of the regulation by 
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the Government bureaus, then it will have justified its existence, and 
it will have performed a proper purpose. 

Small business must be given life and an opportunity to continue 
in business. 

We thank you for your splendid statements, all of you who have ap- 
peared here this morning. 

We are going to adjourn for lunch until 1:30, but just a moment, 
gentlemen, please. I would like to state at this time that there are sev- 
eral gentlemen who have presented statements that they would like 
included in the record, rather than testifying, and that will be done. 

At this time we are going to have a statement from Mr. McCormick, 
of the ECA, the so-called Marshall Mee rogram. He has not had 
many questions directed to him, but I think he can give you a message 
of importance. 

Mr. McCormick. Thank you, Mr. Chairman, and the members of 
the committee. 

I am singularly pleased today to have this opportunity to make a 
statement with respect to the Economic Cooperation Administration, 
because today we celebrate our third annive ; 

For the past 3 years the basic objective of BCA has been to bring 
about recovery to the Marshall plan nations. 

However, launching on our fourth year of this particular program 
we have the objective not only to keep, as it were, or preserve the 
economic situation that has been brought about in Europe as a result 
of the Marshall plan, but to also supply materials and equipment to 
the free nations of the world. 

As Mr. Foster said in a recent address just yesterday, the theme of 
the app year of the program will be to provide strength for the free 
world. 

Now, ECA has within its jurisdiction the administration of three 
particular programs. One is the Foreign Assistance Act, which is 
commonly known as the Marshall plan. Another is the Mutual 
Defense Assistance Pact, which is an economic arm of the North 
Atlantic Treaty Organization, and in that connection the ECA has 
recently been designated as a defense agency, and in addition to 
that, our Administrator, Mr. Foster, has recently been made chairman 
of the Foreign Requirements Committee, reporting directly to Mr. 
Wilson, the Director of Defense Mobilization ; and the third program 
we have to do with is the southeast Asian program. 

With respect to the last program, the southeast Asian program, we 
have designated the GSA to be the procurement agency with respect 
to purchases for southeast Asian countries. Any manufacturer, or 
exporter, or potential exporter, desiring to do business under that 
program should address inquiries to the GSA at Seventh and D Streets 
SW.. Washington, D. C., with a view to getting on the mailing list 
with respect to potential or proposed purchases. 

With respect to the Foreign Assistance Act, which is the Marshal! 
plan, and the Mutual Defense Assistance Pact, we have been carrying 
out very carefully the intent of Congress that the normal channels 
of trade must obtain. 

Accordingly, you, as American businessmen, will have to take the 
initiative to make your contacts with the foreign im rters, but 
because of a congressional amendment , that brought about the 
establishment of the Office of Small Business in the ECA, the Congress 
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directed us to make available to American suppliers, and particularly 
to small independent enterprises, information sufficiently far in ad- 
vance so as to assist them to participate in proposed purchases, and 
in that regard we have established a few services which might be of 
interest to the small-business man. 

With regard to advance information, we have at present, and we 
are receiving currently from abroad, information regarding pro 
purchases which we are a through the Department of Com- 
merce field offices, and through a field counseling service which we 
established during the past year throughout the nation. 

This field counseling service is constituted of representatives of 
banking institutions, trade associations, and export managers clubs, 
and we have some seven hundred and fifty of them scattered through- 
out the country. 

Anyone interested in receiving the names of any of the local field 
counseling service might contact me after this session, and I will be 
glad to give them to them. 

With regard to the circulars, they contain actual procurement in- 
formation which will be of great assistance to exporters. 

Then we have the small business circulars, which give general in- 
formation regarding projects abroad which might be of interest. 
We have actual project information which we receive from abroad 
from the prime contractors, or the individual abroad, whether it be 
the government, or importers, who are dealing with the prime con- 
tractors, and we are disseminating that information in the hope that 
it might be a channel for subcontract work. 

Because of small business’ reluctance to go into the export business, 
as such, we recommend several indirect ways of selling. One is 


through the combination export manager—at present the Office of 
Small Business of ECA is compiling a combination export manager's 
directory. That has never been done before, although there are some 
lists scattered throughout the country Sp ne | combination export 


managers, but we have decided to put it in one publication, and we have 
just received approval by the Bureau of Budget to circularize an 
application for inclusion in this directory. When that is done it will 
be available to you upon request. 

We have also, at the instance of Congress who also directed us to 
make available to importers abroad the names of American small- 
business enterprises, compiled some 15,000 small exporters, showing 
the services and the commodities. This was published at no expense to 
the American taxpayers in the United Kingdom, and is distributed 
abroad because the primary objective of this was to have distribution 
abroad so as to bring to the attention abroad the names of American 
exporters. You may review a copy in any of the Department of Com- 
merce field offices. 

We also have a channel by which any complaints regarding exports 
may be taken up in the foreign countries through the ECA missions 
existing in these countries. 

I would like to say in closing, Mr. Chairman, that I would like to 
bring to the attention of these manufacturers here a new service cre- 
ated by the Congress in the recent consideration of the Foreign Assis- 
tance Act, and that is that ECA normally was operating under what 
we called a guaranty program, which permitted the conversion of 
local currency on investment abroad. 
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However, the Congress, in reconsidering the act last year, decided 
to broaden the provisions so as to assist small business to participate 
in that they wiltewa guarantee dollar convertibility on local currency 
earned on intangibles, such as process techniques, or patents. 

For example, if you have a machine that is patented, you may asso- 
ciate with a manufacturer in the United Kimgoiddn to manufacture and 
sell abroad your product, and provided you have an ECA contract 
you will be guaranteed the dollar convertibility on the pounds ac- 
cruing to the sale by means of royalties or partnerships in business. 

I would like to emphasize the fact that the ECA as of today, 
throughout the 3 years of its existence, has allocated some $11 billion 
and that is a lot of money, and you manufacturers right here in Cin- 
cinnati have participated in that particular program. 

You small-business men may further participate, provided you take 
advantage of these services administered by the Office of Small Busi- 
ness of the ECA. 

As one of our leading economists once said: “A dollar to be liqui- 
dated has to come back to the United States.” 

So far 70 percent of the $11 billion, or roughly $8 billion, has been 
actually spent in the United States, and the remaining $3 or $4 
billion is trickling back by indirection to our basic economy. 

I would emphasize very much, and encourage you strongly to 
register with the Office of Small Business of ECA so that you too 
may take advantage of our service. 

hank you very much. [Applause. ] 

Mr. Evins. Thank you, Mr. McCormick. 

Mr. Fuller, of the chamber of commerce, would like to make a brief 
statement before we adjourn, and I might say again that the hour 
of reconvening is 1:30. Mr. Fuller. 

Mr. Futter. Mr. Chairman, at the time of my opening statement 
this morning, either you or Mr. Seely-Brown asked me if I had the 
volume of the contracts that had been awarded here. I now have 
those figures, and I would like to give them for introduction into 
the record, but from August 1950, through March 1951, there have 
been 227 contracts in excess of $25,000 awarded in this metropolitan 
area, aggregating $31,769,000. That does not include the dollar 
volume for March, since in that month the amounts of the contracts 
ceased to be publicized. 

I might also say to you that this tabulation does not include the 
negotiated contracts which have been placed in this area. There 
have been a number of those, namely, the Ridgewood Steel Co., for 
gun forgings; the Crosley Division of AVCOQ, for electronic supplies 
of one kind or another; the contracts awarded to the Lockland plant 
of the General Electric Co., for jet engines; and latterly, the develop- 
ment contract for the application of atomic energy to aircraft pro- 
pulsion at Ford Motor Co., a contract for injection pumps for aireraft 
engines. 

Mr. Evins. Mr. Dalmas wants to ask you one question. 

Mr. Damas. Mr. Fuller, with respect to the awards, has the elimi- 
nation of the quantity and dollar value of those contracts in the award 
information handicapped your service somewhat to the people of this 
area ‘ ‘ 

Mr. Fuuuer. I don’t know that I would care to answer that cate- 
gorically, Mr. Dalmas. It has certainly interfered with our tabu- 
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lation of them, so we can tell whether or not we are getting our share 
of the contracts in this area. We know how many we are getting, 
but in many instances those are relatively small contracts for the 
kind of housekeeping supplies that go through General Services, and 
that kind of thing. If they are not going to announce the dollar 
awards we will not be able to keep track of how we actually are doing 
in this community. 

Mr. Datmas. Then it would restrict your service somewhat, would 
it not? 

Mr. Fuuier. Yes, sir. Of course, we appreciate that particularly 
on these negotiated contracts, many of them are open-edged opera- 
tions, and that any announcement of the dollar value of those pro- 
grams should be shrouded in some confidential aura, but generally 
speaking, as to the regular material and supply contracts, I see no 
reason why the dollar value of those could not continue to be an- 
nounced. I don’t think there is any military secret about those. 

Mr. Datmas. Anything that does not affect the security of our 
country, is what you have in mind? 

‘Mr. Futter. Yes. It would be very helpful to continue to have 
those announced. 

Mr. Evins. The document that Mr. Fuller has presented may be 
made a part of the record. 

(The document above referred to is as follows:) 


Government contracts awarded,’ Cincinnati metropolitan area 








Number of 


contracts Amount 





November 1950. 

December 1950 

January 1951 ‘i 
February 1951............ 
March 1951... 


| 
| 
| 


S| g2usyeecs 





1 Contracts awarded for $25,000 or more (formally advertised and negotiated unclassified éottructe” 
exclusive of classified matériel. ; 
? Amounts of awards no longer publicized. 


Among the companies having negotiated contracts are: General Electric; Ford 
Motor Co.; AVCO, Crosley division ; and Ridgewood Steel Co. 


Mr. Evtns. Please copy this in the record. 

(The document referred to above, on the letterhead of the Central 
Labor Council, dated March 30, 1951, addressed to the Chamber of 
Commerce, Cincinnati, Ohio, is as follows:) 


Dear Mr. Bass: You asked me to be a witness at a hearing to be held in the 
Union Gas & Electric Co.’s auditorium under the auspices of the Select Committee 
on Small Business of the House of Representatives of the United States. I agreed 
providing I felt I could contribute something. 

Taking into consideration the fact that defense mobilization under the direc- 
tion of Mr. Charles Wilson refuses to place a representative of organized labor 
and farmers on his top policy-making organization, and his Industry, Public, 
and Labor Advisory Committee has ignored and refused to accept labors’ thinking 
and advice on such problems as wages, price, manpower, etc., and only used as a 
window dressing, and realizing that President Truman has given him sole power 
to handle such problems as allocation of contracts, material, price, manpower, 
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or any other matter pertaining to our over-all defense program that involves 
workers, regardless of the advice of others, to appease as labor assumes a coali- 
tion majority in Congress. It appears to me to be a waste of time and effort on 
my part to appear before this committee. 

I never expected to have to come to a conclusion like this, but after listening to 
the labor leaders of the American Federation of Labor, Committee for atrial 
Organization, and the railroad unions, March 20 and 21 in Washington, D. 
me and about 1,000 representatives from every State federation of labor and ies 
central labor union in the United States were in attendance at those meetings, 
feel that with the aid of the Marshall plan we have done more to destroy com- 
munism in Europe and remove its power from labor unions and industry in this 
country than any other group or groups, and any attempt to cast labor aside in 
our over-all defense mobilization in this country is deeply resented by labor. 

With kindest regards and a deep appreciation for your invitation, I remain. 


Very truly yours, 
Joun J. Hurst, President. 


Mr. Evrns. Here is a letter from Mr. Stanley M. Rowe, Jr., vice 
president of the Shepard Elevator Co., Cincinnati. 

Mr. Reporter, please place this document in the record. 

(The Secunia referred to above, dated April 2, 1951, is as follows :) 


It is certainly encouraging to small business to learn of the splendid work 
your committee is doing in coming to the grass roots of our country and learning 
our problems. We wish your committee the finest kind of success in representing 
the cause of small business. Most of us in small business are dedicated to the 
Jeffersonian principles of democracy as those which go furthest in making our 
country great. 

In our business, which consists of manufacturing all types of electric elevators, 
we have struck three basic problems in the last 6 months. In the interest of brev- 
ity we will outline them as follows: 

1. The Office of Price Stabilization in its January ceiling price regulation of 
January 26, 1951, completely failed to take account of the many manufacturers, 
both large and small, who design and fabricate equipment on contract for future 
delivery. 

The regulations set up a base period which was so recent that any company 
which had a long backlog of orders, or which makes special equipment for future 
delivery, could not possibly have shipped items at their latest quoted prices 
during the base period. 

We feel that adjustment should be made to put such companies on an equal 
price basis as those firms who manufacture for stock and who, therefore, did 
ship their goods during the base period at their latest price. 

2. We have encountered a serious lack of steel, particularly sheet steel 
During the month of February and early March, we were forced to send many 
of our men home on three occasions because we did not have a sheet of stee! in 
our plant. 

It is our opinion that the manufacturers of automobiles, refrigerators, and 
many other such appliances have been securing a disproportionate amount of 
the limited steel capacity of this country. There has not been enough steel 
allocated to warehouses so that small-business men could secure their just 
requirements. 

8. We decry the great burdens which are currently being placed on tlie 
executives of small business by the extreme complication of the Government 
orders. 

For instance, National Production Authority orders require that base periods 
be set up for determining normal usage on copper, aluminum, and other metals 
Likewise, the OPA requires statistics on prices charged on all items shipped 
during the base period. This requires each small business to do an enormous 
amount of statistical work. In addition, the executives are required to read 
and digest each new governmental! order as it is issued. 

Judging from the rapidity with which these orders are being issued, a sul 
stantial portion of the limited executive time is going to be required to rea‘ 
and digest these exceedingly complicated documents. 

We appreciate any consideration you can give toward correcting any of tle 
nbove difficulties which we have found has made our business more difficult 
to operate in the past half year. 


Yours very truly, 
THe SHePparp Evevaror Co., 


STaNLeyY M. Rowe, Jr. 





, 
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Mr. Evins. There is also a letter from Mr. D. C. Evans, president 
of the Gold Medal Products Co., of Cincinnati, dated March 27, 1951, 
which I will ask the reporter to place in the record. 

(The above-mentioned letter is as follows :) 


Thank you for your form letter of the 23d regarding the April 3 meeting for 
small business. Mine is a small business, but so far I have done a pretty fair 
job without Uncle Sammy's help. Every time Uncle gives you a dollar it usually 
winds up costing you two. 

But the purpose of this letter is to see if we cannot get a more efficient working 
arrangement for the defense program. A lot of little businesses will soon have 
to lay help off on account of material shortages and these little fellows do not 
know how to go about getting defense contracts or subcontracts. So they will 
just sit around and gripe. 

What do you think of the idea of having one or all of the local papers run a 
special classified-ad section, just once a week, under two classifications: “De- 
fense Facilities Wanted” and “Defense Facilities Available.” This could be 
run as a two-column spread, and in the heading could be listed the names and 
addresses of all Government agencies who are buying defense material. This 
could even be carried further by listing the particular contracts being currently 
offered. 

The newspapers would get the revenue from the classified ads and the copy 
they used in the heading could be charged off to news or public service. It 
may be that this has been tried before, but to me it still seems like a good 
idea. If you agree, the chamber may have credit for it; I don’t want it. 

I hope to get to the meeting on April 3 to see what this is all about, and if you 
are not too busy I will try to see you there. 

Very truly yours, 
Gotp MepaL Propucts Co., 
D. C. Evans, President. 


Mr. Evins. The committee will stand adjourned until 1:30 p. m. 
(Whereupon, at 12:05 p. m., Tuesday, April 3, 1951, the hearing 
was recessed to 1: 30 p. m.) 


AFTERNOON SESSION 


Mr. Evins. The committee will be in order. 

Due to the hospitality of your community we are a little late in 
getting started. e certainly do appreciate the hospitality. 

Mr. Evins. Mr. Jack Trantor; is Mr. Trantor here? 

(No response. ) 

Mr. Evins. Mr. W. A. Ferguson. 

(No response. ) 

Mr. Evins. Mr. Frank Fox. 

(No response. ) 

Mr. Evins. These witnesses have all indicated or signified that 
they wanted to testify in the afternoon session, but none of them seem 
to be here. 

A Voice. The notice said 2 o’clock. 

Mr. Evins. The notice said 2 o’clock ? 

The Voice. Yes, sir. 

Mr. Evins. Thank you. We will call Mr. Raymond Betts, who 
has signified that he wants to testify. 


STATEMENT OF RAYMOND BETTS 


Mr. Evins. Please give us your name, and the name of the company 
you represent. 

Mr. Berrs. My name is Raymond Betts, and I operate under my 
own name as an individual. 
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Mr. Evrns. Will you proceed, sir. 

Mr. Berrs. I wanda like to testify as to the unhappy position that | 
find myself in. 

I have spent 3 years and over $50,000 getting set up to make cast 
bronze burial caskets by a new process. I spray molten metal into an 
open mold. It took me 2 years to get the process perfected to where 
I could handle it, and I have been about a year making my molds. [ 
started on them before the Korean situation. Of course, now I am 
not allowed to make burial caskets. 

The process probably has infinite possibility of being adapted to 
war work. I do need more experience, though, in just handling it, 
and if there was any way that I could be permitted to go ahead with 
my burial-casket business I could be mtiivaing the process, because 
I have it licked on that portion in that field. 

Mr. Evins. What specific recommendations do you wish to make, 
Mr. Betts, to the committee ? 

Mr. Berts. I cannot make any recommendations. I can only ask— 
1 know that there are provisions made for hardship cases—and I can 
only ask you whether from your experience you think they would 
apply to me. 

fr. Seecy-Brown. What rules prohibit you from receiving your 
material ? 

Mr. Berts. Well, bronze being a critical metal there are some 350 
things, including burial caskets, that are not allowed to be made 
from it. 

Mr. Sree_y-Brown. In other words, the Government has issued an 
order which prohibits the use of bronze for burial caskets ? 

Mr. Berrs. Copper or its alloys. 

Mr. See.y-Brown. Yes; I see. 

Mr. Evins. Have you been in the casket-manufacturing business 
several years ¢ 

Mr. Berrs. Oh, I have been in it all my life. I was with the 
Cincinnati Coffin Co. and sold out about 3 years ago. 

Mr. Evrys. You are still continuing to make caskets, and you want 
to make the bronze type? 

Mr. Berts. I sold out from the Cincinnati Coffin Co., and I am not 
set up to make anything but bronze caskets. 

Mr. See.y-Brown. How about the other men in the same field? 

Mr. Berrs. Well, I think I am the only one that is in a specialized 
field. 

Mr. Srety-Brown. Of course, you are not set up to make caskets 
from some other material ? 

Mr. Berrs. No; and I am not even set up to make a sheet-metal 
casket, only cast metal. 

Mr. Evins. How much bronze have you been using over the years! 

Mr. Berrts. Very little, because it has all been developing work up 
until now. I just got my molds completed a few weeks ago. 

Mr. Evins. Then you have no historical base? 

Mr. Berrs. I have no base record during the period on which they 
set the base. 

Mr. Evins. Have you filed an application for relief as a hardship 
case? Have you discussed that ? 

Mr. Berrs. No; I haven’t done it yet. I wanted to see you gentle- 
men first. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 433 


Mr. Evins. That would be the procedure I would recommend for 
you to follow. I would seusunmand that you go and talk with the rep- 
representative here in Cincinnati of the NPA, and tell him your case, 
give him the information of your background and experience, and file 
an application, and ask for an allotment on a priority base. That 
would seem to be the procedure for you to follow, Mr. Betts. 

Mr. Berrs. I have already done that. The only difference in what 
I planned to do, as I say, I wanted to talk to you gentlemen, was that 
I had planned to take those down to Washington myself, in the hopes 
that it would be more effective, I don’t know whether it would or not. 
1 have already taken it up with the National Production Authority 
here, presently, and they have treated me wonderfully. 

Mr. Evins. Well, sir, we appreciate your testimony, and we thank 
you for coming before us. 

Mr. Sretey-Brown. Just before you leave, sir, what other materials 
does one make caskets from? I frankly don’t know much about your 
business. 

Mr. Berrs. Well, the standard manufacture, the basic manufacture, 
is wood caskets. Then we have sheet-metal caskets of steel, and better 
ones of copper, and still better ones of bronze, and the finest thing that 
is made today is the bronze casket. 

Now, up until now they have always been cast in sand. That was 
one handicap, in that they have to be cast so heavily that they are al- 
most impractical to use. They are the finest thing that can be had, 
but they are too heavy. 

The chief thing about my process is that I can control the thickness 
of the walls, and hold the weight to about half of the sand-cast 


type. 

Mr. Seecey-Brown. Under the present rules and regulations are 
wooden caskets the only ones a manufacturer may make ¢ 

Mr. Berrts. Steel is permitted, if you can get it, and to a limited ex- 
tent the manufacturers are not getting steel. 

Mr. Sre.tey-Brown. The use of steel does not interest you at all ? 

Mr. Berrs. I am not set up to use it. 

Mr. Seetey-Brown. There is no possible way for you to convert to 
the manufacture of caskets from some other materials ? 

Mr. Berrs. No, sir. As I say, 1 need more experience. And I need 
money coming in to allow me to do that, so I can gain more experience 
so that I would be able to adapt it to the defense effort. 

Mr. Seet_y-Brown. That is just what I am getting at as regards 
this process which you have developed ssheideiae for the purpose of 
building burial caskets, do you feel that it could be utilized in the con- 
struction of some completely different article and still be used in the 
defense effort ? 

Mr. Berrs. I think so, but I have not been able to put my teeth into 
anything yet. For instance, I think I could make molds for plastics, 
the fiber-glass-impregnated plastics, which I believe are being used in 
the area for fuselages made of plastics. I have not been able to get my 
teeth into that yet. I have had a man into Chicago twice. 

Mr. Serty-Brown. The reason I asked that is that I know there is 
an office in Washington that is interested primarily in the develop- 
ment of any new idea in a great many different fields, and before you 
leave here this afternoon we have some people right here; in fact, 
Major Robinson could give you that information. She is sitting over 
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there. [Indicating.] She will be able to tell you exactly whom yo, 
may contact. I know that the Government is interested in at leas: 
appraising what your process might be, and that would be a way out. 

Mr. Evins. I would say he is in a very essential industry. 

Thank you again, Mr. Betts. 

Mr. Berrs. Thank you. 

Mr. Evins. We have with us Mr. Newkirk, who was formerly wit), 
the Department of Defense, and he signified that he could give to 
the committee some information on the procedures which we think 
would be quite helpful. 

We are glad to have you with us, Mr. Newkirk. 


STATEMENT OF WILLIAM B. NEWKIRK, DIVISIONAL MANAGER, 
PORTER PAINT CO. 


Mr. Evins. Give us your name, and the name of your company, 
please. 

Mr. Newkirk. My name is William B. Newkirk. So far as my ci- 
vilian occupation is concerned it has little to do with this. I am the 
divisional manager for the Porter Paint Co. I think that your com 
mittee is the same as many committees that have gone before you, you 
have all been desirous of helping. Everybody has taken the task of 
the small-business man, the hardships and the difficulties with which 
he is confronted, and has attempted to do something. 

If you will remember, way back in 1941 when Mr. Odman had his 
red, white, and blue trains running around the country, just as you 
mentioned, the prime contractor a few moments ago sent out an appeal 
to try to find subcontractors. That was an effort on the part of the 
Office of Production Management to carry down to the small-business 
man’s level information as to what was available for procurement. 

I cannot see that that funcation should normally have fallen into 
the hands of the Office of Production Management. I may sound 
critical of the procurement service, but if I say anything critically it 
belongs in the category of, “I can criticize my brother, but don’t you 
try it.” 

‘T think the procurement service is doing a magnificent job, but some 
place along the line a better job can be done, a job which will result 
in greater distribution of contracts to small-business men. How that 
can be sensibly accomplished I am not in a position to be facetiou- 
enough to tell the Secretary of Defense, but I do believe that at the 

resent time, just as Major Robinson is talking to this poor, be- 
eaguered manufacturer here, trying to point out where he should go. 
if he had facilities which could be used by a number of different serv- 
ices he would be invited to jump on his horse and ride off in all direc- 
tions at once; he would go to Chicago, to Detroit, to Philadelphia. 
Jeffersonville, and he would be rattling all over the country. Some 
place, somehow, some centralized system for the dissemination of pro- 
curement information must be devised by the procurement agencies 
themselves, in a consolidated effort to straighten out their procurement 
policies, the determination of requirements, and the turning over of 
those requirements to district offices which should be established in 
strategic locations. 

Many of the services claim they have decentralized. The Quarter 
master, for example, has taken one function of his office and put it in 
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Chicago, another in Philadelphia, and another in Jeffersonville. That 
is not decentralization; that is simply the removal from Washington. 
Every manufacturer who manufactures any item for which that 
central office is responsible must go to that one spot in order to nego- 
tiate a contract. Now, some of the services have done a good job of 
decentralization, and others are gradually coming to it, but this 
gradual process is too blasted slow. 
Ordnance and the Chemical Warfare Service have decentralized to 
a great degree. Ordnance is the outstanding example. 
he Navy, on the other hand, is most reluctant to transfer its pro- 
curement functions out of Washington. As a consequence the rela- 
tionship between would-be contractors and actual contractors and 
the contracting officer are more cordial when the procurement has been 
decentralized than it is today when procurement is held in one central 


spot. 
“Daring the war I was assigned to the Atlanta WPB office, as an 
officer. was the Army guinea pig seeking out just exactly what 
happened to procurement when it was done out in the field. Contracts 
let by the Jeffersonville Quartermaster’s Depot for a simple unit such 
as tent pegs resulted in the actual breaking financially of two firms, 
and the very near breakdown of a third firm, simply because the dis- 
tance involved between the contractors and the contracting officer 
were extreme, and the representative of that procurement service, who 
was on the spot, was very willfully attemptirig to break down the 
internal structure there, hoping he eventually would have a plant to 
go into the business of making tent pegs himself. 
That is one of those vicious things that comes up. As a matter of 
fact, I am inclined to think that little bit of history belongs outside 


of the record, for the simple reason—vwell, let it stand—but there is 
one supposition in there, the intent of the ton on the job—there- 


fore it is a matter of supposition as to whether it should stay in the 
record or not, but it makes no difference. 

However, as soon as the situation was brought to the attention for 
consideration of the proper party the matter was immediately cleared 
up, but had a Quartermaster’s office been established closer to the con- 
tractor, the contractual relations would have been smoother, and it 
would have been smoothed out more quickly. 

I feel after talking to many people who were in WPB offices, who 
attempted to get along with the procurement services at the outset. 
found that they were sitting on one side of he fence throwing rocks 
over at the other side. Finally, after someone came along and sat them 
down across the table from each other they got to know each other 
by their first names, and finally things were rationalized. 

That brings up the point, not only should there be regional offices 
established for the procurement service, but other civilian agencies 
very definitely connected with procurement should also be physically 
brought as close as ible to the procuring agency. If you can find 
a building that will house them all I think you will pet along a lot 
better. Right now here in town they are scattered all over town. 

My contention is that the simplest solution to help us over this 
particular hump is to ask all of the services—and I am sure that these 
remarks would be better addressed to the Armed Services Committee, 
rather than to the Small Business Committee—but that all services 
should decentralize their activities to the extent that they bring cur- 
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rent information on procurement down to the grass roots, where a ma) 
desirous of gaining that information can get it, and not get half or 
partial information which immediately throws out a fog of mystery 
and misunderstanding, which leads then to a complete breakdown and 
frustration on the part of the little man who wants to do business with 
the Government. 

I think that is the extent of my statement. 

Mr. Evins. Thank you, Mr. Newkirk. You at one time were with 
the Department of Defense Office of Procurement or the War Produc- 
tion Board ¢ 

Mr. Newxirk. I was in the Army serving the Office of the Under 
Secretary of the War, in the office of Director of Purchases Genera! 
Browning. I was an Army officer assigned to the War Production 
Board, in an office at Atlanta. 

Mr. Evins. You made one statement that you think there should 
be a decentralization of all procurement offices, and then you said 
after they are decentralized then they should be centralized in the one 
locality. You would want the Quartermaster, the Army, the Navy, 
and all of those decentralized from Washington to Cincinnati, and 
then when they are here you want to consolidate them into one build- 
ing or one oflice here? 

Mr. Newxir«. That is correct. 

Mr. Evins. Your recommendations are appreciated. I might say 
that in regard to the dissemination of information, we have been in- 
sisting that there should be as wide a dissemination as possible of all 
information. More than 6,000 outlets are being made available to 
small business. 

Mr. Newxrrk. If you will look over it and find the source from 
which procurement is being conducted today it covers about 4 or 5 
pages of any printed material you may look at. It is phenomenal. 

Furthermore, there are services sending out information every day 
for a nominal fee, telling what procurement is coming up. There is no 
necessity for information giving services on this if the procurement 
services are doing their job. 

Mr. Evins. I do not have it available here at the moment, but there 
was exhibited this morning a Department of Commerce synopsis sheet 
of procurement by the week. 

Here it is, this publication is the United States Department of Com- 
merce Field Service Synopsis of Contract Awards for the week of 
February 21, and then it takes up the Corps of Engineers, United 
States Army, offices in Portland, Oreg.; next, Chicago, Ill.; Armed 
Services Medical Center in Brooklyn, N. Y.; Quartermaster Corps in 
Chicago, Ill. 

And then it goes on and gives the various procurement offices and 
the contracts awarded for that week. 

You don’t think that is quite sufficient? You want more than this! 

Mr. Newxrr«. I want it available in some one central spot. You 
could have nine men—not nine old men—but nine men representing 
procurement services available here in Cincinnati to discuss with any 
potential contractor all the items being made available for procure- 
ment. 

Mr. Evins. Any recommendations that you might make to this com- 
mittee, and we in turn would make to the Department, that would be 
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of helpfulness to small business or to the economy generally would be 
of service, and we appreciate your information. 

Mr. Srety-Brown. I have been very much interested in your state- 
ment, Mr. Newkirk, because, in my opinion, you have made a con- 
structive suggestion. 

Mr. Newxirk. Thank you. 

Mr. Seety-Brown. Do you feel it would be helpful to the small man- 
ufacturers here in this area, or in this city, if we had a person whom 
1 would like to call a translator, so that you as a small-business man 
could come and tell him, “I have the following machinery,” and he 
would be a sufficiently well-qualified engineer to know himself what 
that machinery could make, who would also have read the reports that 
have come in from all the procurement offices, and could say to you as 
a businessmen, “ Your mac a is qualified to make equipment which 
you might want to bid on, on the following contracts,” and then give 
you the list of specific contracts and the specific items which you might 
want to bid on ¢ 

Mr. Newxrr«. That is correct. That would be the interim pro- 
cedures. 

Mr. Srecy-Brown. That is what I am getting at. By any chance, 
do you know of anything that is being one by the Office of Small 
Business which has been set up under the National Production 
Authority ¢ 

Mr. Newxrr«k. I do not, sir. I am not familiar with that. 

Mr. Seery-Brown. I am trying to find out if something efficient 
cannot be done by any organization created at least on paper? 

Mr. Newkirk. The War Production Board during the last war at- 
tempted to do the same thing with the Smaller War Plants Corpora- 
tion, but the distance between them, and the procurement service, was 
too great to surmount. 

Mr. Seetx-Brown. Would it be wise to establish a similar organiza- 
tion now ¢ 

Mr. Newkirk. I feel that the Smaller War Plants Corporation 
could have done a far superior job to what it did, but that was not the 
fundamental problem. These men are all individual businessmen, 
they want to do business by themselves as individuals and not under 
the guidance of some Government agency which will hold them by the 
heed of try to form pools or try to find some other system which will 
bring them into the war effort. There are jobs for everyone if they 
can find out what they can do, and the procurement services can 
help them and can do.a proper job if they will bring their require- 
ments down to the level of these people, instead of having them go to 
Washington. 

I will give you a good illustration of what can be done. I am re- 
minded of a representative of a firm in Grand Rapids, Mich., who came 
to Washington in 1941, and was immediately directed to the Office of 
the Under Secretary of War. He had just been cut of making ash- 
trays for automobiles. He came in to my office and said, “What can I 
make?” T said, “I haven’t the slightest idea.” 

However, it was suggested that he go back to Detroit from where he 
had just come and talk over the situation with the Detroit ordnance 
distriet, which he did, and he eventually got himself a contract for 
bomb fins. 
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Now, that manufacturer did not just go home and get a contract for 
bomb fins, and sit down and say, “That is fine,” but he turned out to be 
one of the finest manufacturers of bomb fins in the entire district after 
having in the course of 3 or 4 years’ time recommended for such 
simple item as a bomb fin at least 15 major changes in manufacturing 
the item, to the extent that he saved material, enough actual steel, to 
produce about 200,000 tons of these items in the course of all the con- 
tracts he had. 

That is an indication of the ingenuity of the small-business man. 
if he is given a halfway decent chance, and I say most of these people 
are that ingenius if they are allowed to get their teeth into some- 
thing and discuss it with competent personnel. 

Mr. See.y-Brown. You would like to have the person with whom 
you discuss a ible contract have the right to speak with authority 
when they talk with you, rather than to say, “I will be glad to take 


it up wit begs ov 
r. NewxirK. That is right. 

Mr. Srety-Brown. I agree with that. 

Mr. Datmas. Mr. Chairman. 

Mr. Evins. Mr. Dalmas. 

Mr. Dautmas. Mr. Newkirk, you know that most of the defense pro- 
curement is now negotiated, do you not? 

Mr. NewkirK. lutely. 

Mr. Datmas. And we don’t have formal advertising? 

Mr. Newxre«. That is correct. 

Mr. Datmas. Anymore? 


Mr. Newxre«. Yes. 
Mr. Daumas. And it is even more difficult for the smaHer manufac- 


turer to learn what is going to be purchased ? 
? 


Mr. Newxrrk. Well, negotiation does not mean secrecy, sir, that 
means that the negotiating officer is in a position to inform that gen- 
tleman, and sit across the table from him, just as well as the man is 
able to read in printed form what he may bid on. 

Mr. Datmas. Well, a formally advertised bid might be made known 
through these 6,000 information outlets and you might have 6,000 
manufacturers who would want to bid on them, but when you nego- 
tiate, and you send out 15 or 20 letters of intention to negotiate, that 
restricts it very much, does it not? Bs 

Mr. Newxrek. The procuring officer who will do that negotiating 
must of necessity select the people with whom he is going to nego- 
tiate from those who have available facilities.or have the modicum 
of facilities to do that particular job. That is why he has engineers 
who have made surveys of the plants who know what the manufac- 
turing facilities are. I would venture to say that practically every 
facility in the city of Cincinnati has been surveyed once, if not a 
dozen times by all sorts of agencies. Consequently, if he does not 
have it available here, it is obviously available in the facilities «ivi- 
sion of the Army, the Navy, or the Munitions Board, as to what that 
plant can make. af 

Mr. Datmas. That survey has only been a limited survey up to 
this time. 

Mr. Newkirk. I think not, sir. I think you will find that it has 
been quite a comprehensive survey. 
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Mr. Datmas. That is news to us, because we understand from thou- 
sands of letters that the committee has received that there are at least 
a few thousand plants that have not been surveyed up to this time. 

Mr. Newkirk. How old are those plants? 

Mr. Daumas. Many of them refer to work they did in World War 
Il. a of them have referred to that work today, and they are 
apparently unable to get any information on contracts. 

r. Seety-Brown. Aren’t there local organizations that do that 
surveying as well as Government ies? 

Mr. Newxir«. At one time, at the outset of negotiated contracts, 
it was impossible for a procurement officer to negotiate with a firm 
which not been allocated for his specific supply service. 

Mr. Evins. As I gather it, if the quartermaster is situated here in 
Cincinnati, and there is a hosiery factory making ladies’ hose, and 
they determine they cannot get along without it, and they want to 
devote it to making army socks, or it is possibly a plant they can 
utilize for war work, and it can be converted to do war work, then 
when they wish to negotiate a contract they send out letters to some 
six or eight, including this particular concern, to come in and sit down 
and talk over their production facilities ? 

Mr. Newxrr«. That is correct, sir. 

Mr. Evins. There would be no need for the Ordnance to have a sur- 
vey of the sock factory ? 

Mr. Newxrrk. No, sir. 

Mr. Evins. Only the quartermaster would be the interested agency ? 

Mr. Newxrek. That is correct. That is the reason it is sent to the 


Army and the Navy and the Munitions Board, that survey is cir- 
culated among the other services and if they have any indicated need 


for that type of facility they may sostate. 

Mr. Evins. Would you be so kind as to tell the committee the func- 
tions and experience of the Smaller War Plants Corporation, as to 
what it did, and as to what it accomplished ¢ 

Mr. Newxirk. I was on the outside looking in so far as the Smaller 
War Plants Corporation was concerned. My functions were to take 
the information concerning the facilities that existed within the At- 
lanta War Production Board area to the chiefs of services, or to their 
representatives in the field, and to attempt in every way possible to 
obtain business for that particular area. We were successful in some 
cases, and wholly unsuccessful in other cases. 

The Smaller War Plants Corporation did, in a small way, help in 
finding small = and forming groups of le who each could 
do a part of a job, but that to my way of thinking was about the 
ultimate that could be gained through Smaller War Plants Corpora- 
tion, except for their pressure in Washington in getting from the pro- 
curement services items which could be manufactured by small-business 
men. 

Mr. Evins. Your testimony is certainly very much appreciated by 
the committee. I am wondering if perhaps Major Robinson has any 
observation she might care to make at this time. 

Major Rosrnson. Yes; I would like to ask Mr. Newkirk a question. 
Do you mean that we should establish information offices, or actual 
procurement offices ? 

Mr. Newxir«. Well, if you have a procurement office it automati- 
cally becomes an information office. 


86267—51—pt. 1——-29 
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Major Rosrnson. Yes; but an information office is not necessarily a 
procurement office. 

Mr. Newkirk. I feel it is better to have a procurement office, as 
such. If the Ordnance Department and the Chemical Warfare Ser- 
vice can decentralize their facilities to the extent they can and already 
have, then the other services can do so also. 

Major Rosrnson. I have some figures here. We have throughout 
the United States 73 procurement offices; we have 6 Air Force dis- 
tricts; and I don’t know how many suboffices ; we have 14 ordnance dis- 
tricts; 5 engineering offices; 5 or 6 chemical offices; and 33 naval in- 
spection offices. 

Now, not all of them are actually procurement offices, but every 
one of them can help a businessman, small or large, in directing them 
a NR 

Mr. Newkirk. Right. 

Major Rosrnson. But I do not think it is possible to have, if you 
establish a procurement office, to delegate to that office the procure- 
ment responsibility for a specific item. You cannot buy clothing in 
New York, San Francisco, Dallas, and many other places, because it 
would be too difficult to coordinate the requirements. However, you 
can buy clothing in one place, food in another, and caskets in a third 

place. 

Mr. Newxirx. No, I think I disagree with you on that. This is a 
fundamental disagreement, but nevertheless it is one upon which 
I cannot agree with you. If clothing is to be purchased, it is purchased 
in accordance with drawings and with specications very clearly and 


concisely set forth by the procuring service. The technicalities of the 
manufacture of that aad ag item can be explained to any manu- 


facturer who has the facilities by a trained engineer from that office. 
That being the case there is no necessity for the contracting officer 
sitting in North Carolina trying to do business with a contractor in 
San Francisco, and to have as a part of that contract acceptance at 
the point of delivery, and to find an inspector on the job throwing 
garments willy-nilly, left and right, “This one passes, this one does 
not,” and the poor manufacturer is 2,000 miles away having 
his money thrown down the drain by an inspector, when the inspector 
should have been in his plant originally to help him stop those diffi- 
culties at point of snnlietaie, and not at point of acceptance. 

The distance must be lessened in all cases in order that you may 
have smooth contractual relations with your people. 

Major Roztnson. I don’t know whether you are familiar with the 
new inspection service we are trying to establish, where one inspector 
will be able to cover a certain area. That means that in San Francis- 
co, for instance, they can call on manufacturers of clothing, ships, 
foods, or any other item procured by the military services. We are 
working toward that end. 

Mr. Newkirk. That is wonderful; that is good. 

Major Rozsrnson. However, I think there should be a central place. 
just like an ordnance works or the arsenals have actual procurement 
offices. However, if an arsenal desires to help an ordnance district. 
or help from an ordnance district, it will ask the ordnance district 
to effect procurement in the ordnance district area, but the require- 
ments cannot be spread throughout the country, because you wi!! 
never be able to coordinate them properly. 
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Of course, this is a personal opinion. 

Mr. Newxrrx. I differ with you again. The requirements can be 
spread throughout the country. Having been in procurement of 
ordnance, and having done this very thing in September 1940, when I 
first came on active duty the total requirement for my particular 
item had been sent out to all ordnance district offices. They had re- 

rted back what they had in the way of actual capacity to handle 
that total requirement, and allocations were made to each one of the 
district offices in accordance with that capacity, and the entire load 
was scattered over the 13 districts—the major has said there are now 
14, and I am glad to hear that—but the entire load was allocated to 
those districts, and they were told to go ahead and arrange for that 
part allocated to them. Consequently, the negotiation of contract 
took place at a spot close to the manufacturer, and at that time there 
were representatives of all the various branches within that office, 
legal, fiseal, inspection, engineering, all the people were there to hel 
that negotiation through to its normal conclusion, so when it was all 
done and wrapped in the contract there was no question in the mind 
of the contractor as to what he was supposed to make, how he was 
going to do it, what machine tools he had to buy to do it with, and as 
a consequence that negotiation went through to a nice smooth con- 
clusion. 

Major Ropinson. That is true as to ordnance and possibly engi- 
neering items. However, I don’t think you can apply it to every type 
of procurement. You cannot do it with food. 

Mr. Newkirk. Well, you may or may not. The Quartermaster 
does have its own marketing centers, 

Major Rosinson. Wherever food is available in quantity. 

Mr. Newxre«. Yes. 

Mr. Evins. Well then, you would recommend the decentralization 
of procurement offices, and then when they are decentralized you 
suggest that all in that area be consolidated into one building? 

Mr. Newxrrk. That isright. There was a survey made in New York 
and in Cincinnati at the time that the War Production Board had its 
difficulties with the Army and Navy, and those difficulties were being 
discussed and hashed over, I think it was early in 1943—— 

Mr. Evins. Any further questions / 

Mr. Newkirk (continuing). And they made that same recommen- 
dation there, sir. 

Mr. See.y-Brown. I think your point not only is well taken, but I 
think the Department of Defense recognizes the merit in what you 
say. Not so long ago the emphasis was on cutting down of budgets 
for the Department of Defense. 

Now, of course, the entire program is expanding again, and the 
major will bear me out, I am sure, as our program is expanding the 
Department of Defense is doing everything it can to do just what 
you have suggested, and that is to open up new offices in as many 
different places as they can in order to cut down not only the time 
interval, but the space interval between the small-business man and 
the office of procurement. 

Mr. Daumas. Mr. Newkirk, there are about 100 different procure- 
ment operations for different agencies, the Department of Defense 
has I don’t know how many technical services, and the Air Force, and 
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so on. Your idea is that in each office there be a representative of 
each of those services so that information can be funneled back :, 
Detroit Ordnance, or to Philadelphia, or to the Signal Corps, and <0 
on and so on, so that everybody in the country within an area would 
know about what is to be purchased by the Signal Corps, for instance / 

Mr. Newxrex. That is ri sir. 

Mr. Damas. And share in that procurement to some extent, instead 
of having to go to Philadelphia? 

Mr. Newxrre«. That is right. 

Mr. Damas. It seems to me that it is a very good recommendat iv), 
that you have that information in each of these offices from each of 
the services who do procuring for the Government. 

Mr. Newxirk«. Yes, sir. 

Mr. Evins. Let me ask you one additional question: Based por 
your experience in military procurement, would you say that a re- 
quirement, a legislative requirement, that at least 25 percent of Army 
»yrocurement be allocated to small business would curtail, cripple. or 

andicap the military procurement program ? 

Mr. Newxirk. No. 

Mr. Evins. To a d which would be damaging or dangerou;/ 

Mr. Newxrrk. We had the same problem when the Smaller War 
Plants Corporation was attempting to get items to procure, as to what 
items could conceivably be handed over to those who were going to 
go out and negotiate with the small-business man. If it were a criti- 
cal item, the question was whether or not that businessman had the 
technical know-how to make that item. 

You will find, and I think you could find 25 percent of the simplest 
items available for procurement that could be let on just that basis. 

Mr. Serety-Brown. But you would have to look for them. 

Mr. Newxrrx. You would have to look for them, that is absolutely 
true. It could not be a blanket matter, and it would do extreme <is- 
service to the procurement service if you attempted to do it on a blan- 
ket situation. 

Mr. Evins. There are many members who feel that the military 
often takes the line of least resistance and say, “We will let a big 
contract to a big man and let him subcontract if he cares to do so.” 

Many feel they should be more selective and see that the small busi- 
ness is given its proportionate share. 

If legislative enactment was passed to that effect I wondered what 
your idea would be as to how far it would cripple the military ? 

Mr. Newxrrx. I hope you do it after consultation with the fellow 
who has to do the buying. I say don’t ram it down his neck, but find 
out what can be obtained from various procurement offices of a sim- 
ple nature, and I think you will find they will cooperate, rather than 
to have special legislation passed. 

Mr. Evins. Thank you. 

Mr. Bartierr. Mr. Chairman. 

Mr. Evtns. Mr. Bartlett of the National Production Authority. 

Mr. Bartierr. The United States Department of Commerce not 
only publishes a weekly synopsis of contracts awarded, as previously 
referred to, but we also publish a daily list of contracts to be awarded. 
We disseminate that information through our various field offices, as 
well as the cooperation of chambers of commerce. 
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I happen to represent the Office of Small Business, and I believe 
that if we are going to maintain a competitive free enterprise —— 
in America it is up to the small-business ge to support us. ere 
is a certain amount of salesmanship required whether you sell to the 
Government or to private enterprise. 

Mr. Evins. Thank you, Mr. Bartlett. 

And thank you, Mr. Newkirk. 

Mr. Newkirk. You are welcome. 

Mr. Evins. I am going to call this list of witnesses once more. It 
is considerably after 2 o'clock, and there are several witnesses who 
signified their intent to give testimony to the committee, and I am 
going to check them off. I will call them one more time. 

Mr. Jack Hurst. I assume that he does not wish to be heard. 

Mr. R. J. Davidson. I assume he does not wish to be heard. I 
assume that if there is anyone to substitute for them they will speak 


up. 
Nir. Frank Jackson. [No response. ] 

Mr. W. A. Ferguson. 

Mr. Fercuson. Here. 

Mr. Evins. We will be glad to hear from you, Mr. Ferguson, if 
you will come around here. 

Mr. Ferevson. Now, I have Mr. Erhart with me, and I would like 
to have him sit in with us. 

Mr. Evins. It will be all right for him to come around. 


JOINT STATEMENT OF W. A. FERGUSON, PRESIDENT, THE STAND- 
ARD ELECTRICAL TOOL CO., AND CHARLES ERHART, PRESIDENT, 
THE CHRIS ERHART FOUNDRY & MACHINE CO. 


Mr. Evins. Give us both your names and the names of the organ- 
izations you represent, please. 

Mr. Fereuson. W. A. Ferguson, president of The Standard Elec- 
trical Tool Co. 

Mr. Ermart. Charles Erhart, president of The Chris Erhart Foun- 
dry & Machine Co. 

Mr. Evins. You may proceed. 

Mr. Fercuson. I don’t know the procedure. 

re Evrxs. Do you have a prepared statement that you wish to 
make f 

Mr. Fereuson. I think you have that, I sent it to Colonel Bass of 
the Chamber of Commerce. 

Mr. Evins. These letters may be incorporated in the record at this 
point, 

(The documents referred to, on the letterhead of the Standard Elec- 
trical Tool Co., dated March 31, 1951, are as follows :) 
CINCINNATI CHAMBER OF COMMERCE, 
Cincinnati, Ohio. 
Col. Frep T. Bass, : 
Industrial Department. 

Dear Cotonen Bass: As promised you over the phone, we will be happy to be 
present at the auditorium in the Cincinnati Gas & Electric Company Building on 
the morning of Tuesday, April 3, to present our thoughts on the subject of scarce 
materials to the Select Committee on Small Business of the House of Representa- 


tives, 
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Attached to this letter is a duplicate copy of an outline of our thoughts ang 
we will be happy to further discuss any of these points with this committee 
Please understand that we do not have a solution to the problem, nor do we have 
great many suggestions to make. However, we have asked Mr. Charlie Erhart 
of the Chris Erhart Foundry of Cincinnati to accompany us to this meeting, and 
if the committee has any questions to direct to a foundry man such as Mr. Erhart. 
we are quite sure that he will be capable of rendering them any assistance within 
his power. 

We look forward to meeting with you. 


Yours very truly, 
THE STranparp EvecrrRicat Too. Co. 


W. A. FPerevson. 


To: The Select Committee on Small Business of the House of Representatives 
of the United States. 

Subject: Scarce Materials—cast iron. 

Presented by: The Standard Electrical Tool Co., W. A. Ferguson, president: 

The Chris Erhart Foundry & Machine Co., Cincinnati, Ohio, Charles Erhart, 
president. 

The legs of the national defense program is the machine tool industry—the legs 
of the machine tool industry are the foundries. 

Cincinnati is generally spoken of as the machine-tool center. Some assistance 
should be rendered this area in helping the foundries secure scarce materials 
that make up castings that make up parts for machine tools. 

According to information that we have since the past World War II, six 
foundries have closed in this area—therefore, there is less foundry capacity. 
Since last June a few foundries have added additional facilities and there is one 
large machine-tool manufacturer in town that is adding to their present 
foundry unit. 

As we understand it, foundries are being allowed pig iron and coke on their 
uses based a year ago. Furthermore, the pig iron and coke sources of supply 
do not honor priority ratings that are being reextended by the foundry people 
from the machine-tool industry. 

The current scrap reports from the March 29 issue of Iron Age still stay on 
the gloomy side. The demand exceeds the supply here in Cincinnati and the 
foundries are anything but comfortable. They are battling for tonnage, and 
east grades, low phos and rail are very scarce. 

Most foundries in this area are working on a week-to-week allotment of 
coke, never knowing whether a shipment of coke will be received toward the end 
of the week, so that they can inform their men to report for work the first of 
next week. 

Castings that are received by Standard are practically still warm from the 
foundries and are immediately being placed in turning lathes and automatics for 
machining. 

If your committee could assist this area in releasing the scarce material situ- 
ation faced by the foundries, not only here but throughout the country, we are 
quite sure that it would assist the national defense program tremendously in 
many respects. 

We thank you for the opportunity to voice our thoughts on this subject to your 
committee. 

Mr. Evins. Now, you may make to the committee any comments you 
may care to, and any recommendations. 

Mr. Ferauson. Well, the recommendations are pretty difficult, in 
this respect : So far as the scarce material is concerned, it is cast iron, 
that is what we are asking for, not only for our own company but for 
every small business in the country. 

It represents a part of machinery or machine tools, and as I said in 
my presentation here to Colonel Bass, the legs of the machine-tool 
industry are depending upon little foundries to serve them with iron. 

The legs of the defense program are depending entirely upon the 


machine-tool industry for their get up and go. 
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Now, with cast iron or the way it is being manufactured by Mr. 
Erhart and the other foundries in this territory, it is being curtailed 
because of lack of materials that go into the make-up of cast iron. 
Principally those are coke and pig iron. They are the big head- 
aches. Another one is scrap. 

Now, each and every one of those three items are difficult to find 
anywhere in the country. 

Now in my presentation I mentioned to Colonel Bass that the Iron 

and steel magazines had written articles, and I also picked up an 
excerpt here from Foundry this morning. They are brand-new. 
Those three items are still having to do with a gloomy outlook. They 
don’t know where to get them. 

From week to week these foundrymen, as you call them up, say: 
“Yes, we will give you iron possibly by the end of this week or next 
week if we get our load or carload of iron or carload of pig iron, or 
carload of coke.” They are just going from week to week. 

It seems silly to us to think that the Government is not going to step 
in and do something. 

Now just here recently the steel industry was helped out by Mr. 
Wilson, but the new oven construction plant by the steel pa Bo 
will not affect the situation so far as coke is concerned, which goes into 
making up steel, and goes into making up cast iron, the pig for cast 
iron. 

You cannot make coke, either, without this additional facility. 
Now, have they overlooked that? Don’t they know the situation, how 
tough it is? 

r. Evtns. Well, as we pointed out this morning, of course, during 
this mobilization period the military is acquiring it for shipbuilding 
and for other essential war needs, they are acquiring a great amount 
of cast iron and sheet iron, and then there is some stockpiling going on, 
and as a result of that there is a shortage developing for nonessential 
or so-called nonessential production. 

This committee is interested in seeing that the small business con- 
cerns continue and they are rp to be of helpfulness in their 
securing an essential supply of materials in order that they may con- 
tinue their it in their work. 

Mr. Szety-Brown. What do you manufacture? 

Mr. Fereuson. Machine tools, grinders, buffing and _ polishing 
lathes, abrasive equipment, and special equipment. 

Mr. Seety-Brown. Due to the fact that you are making machine 
tools, doesn’t that give you a priority? 

Mr. Fereuson. Sure. I mention that in here. 

Mr. Szety-Brown. That is what I want to get at. 

Mr. Ferevson. As Mr. Erhart will bear out for me, he gave me a 
— information to enter into this letter, and that is the reason he is 
ere. 

He states that the priorities, the 21’s, the 3’s, any of these DO ratings 
that we give to him, he in turn gives them to—well, the coke people, the 
pig-iron people, the scrap people, and they will not honor them at all. 

s that right, Mr. Erhart ? 

Mr. Ernart. That is right. There is no allocation or DO rating in 
procuring coke. 

Mr. Evtns. Mr. Erhart is your normal source of supply ? 

Mr. Frrauson. He is one of six or eight of them. 
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Mr. Evins. You are not able, and you have not been able throug) 
your powers of persuasion, to get them? 

Mr. Fercuson. I cannot even get iron out of him today. I had to buy 
his lunch to try to get 2,000 pounds of iron this week. I mean, things 
are that tough. 

Mr. Sre.y-Brown. In other words, your priorities are just scrap. 
of paper ? 

Mr. Fercuson. In some respects. 

Now, you talk about the shipbuilding industry, your iron and stee! 
has to go to shipbuilding industries. 

When you read in the papers about the tanks that come off the 
Cadillac line, 98.1 percent of the grinders in that plant were built by 
the —— Electrical Tool Co., and you cannot sharpen tools with- 
out them. 

Mr. Evins. How much is your normal tonnage requirement over 3 
period of 6 months or a quarterly period ? 

Mr. Fercuson. That varies. could not answer that question 
without the figures before me. 

Mr. Evins. I think that is very essential, because in order to be 
able to secure a portion of the percentage allocation you are going to 
have to establish to the National Praiaction Authority what your 


historic requirement has been. 

Mr. Fercuson. That is a good question. Mr. Erhart cannot get 
or secure any amount of his allocated pig iron, coke, or scrap. It is 
all based on the 1950 figures for the first half. How do you figure 
that? He was running 2 or 3 days back then. We were all crawling. 
Now we are running. 

Mr. See.y-Brown. Is your entire production what you might cal! 


war production / 

Mr. Ferauson. No; not entirely, neither is any machine tool- 
hardly any machine-tool manufacturer in the country. We are run- 
ning approximately between 50, 55, and 60 percent on what they call 
DO ratings. 

We lag in our industry, the grinding industry, approximately 4 to ( 
months behind the machine-tool manufacturers. Our plant right 
now, right now, is about 30 percent on DO ratings, but with this new 
DO 97, which will give a manufacturer the right to purchase a piece 
of equipment for less than $750, he can place a DO 97 on that an 
secure it. 

Consequently, by the end of this month I would say that our per- 
centage will come up another 10 or 15 percent, but in 4 to 6 months it 
will be 60 to 70 percent, and if the machine-tool industry climbs up 
a little bit further, we will lag behind, and then pick up again in 
from 4 to 6 months with approximately that same percentage. 

But there are very few machine-tool manufacturers in the country 
who are working 100 percent of their backlog. 

Mr. See.y-Brown. It would be difficult for you to expand your pro- 
duction without being given materials so that you can do it? 

Mr. Fercuson. That is correct, and the same with the foundries. 

Mr. Evins. Mr. Erhart, do you have any recommendations that 
you would care to make to the committee? , 

Mr. Ernart. Well, I would think possibly some sort of DO system 
on our supply of eoke and pig iron and scrap would help us a great 
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deal. In other words, we are allocated on our coke, as Ferguson said, 
over the first 6 months of last year. 

Mr. Sze.y-Brown. And you were running a very short time? 

Mr. Ernart. That is correct. 

Mr. Fereuson. It is not fair. 

Mr Evrns. Are there any other questions / 

Mr. Datmas. Mr. Ferguson, what type of DO orders have you 
been getting, other than 97? 

Mr. Fereuson. Well, this 97 is just recently. 

Mr. DatMas. Yes. 

Mr. Frercuson. DO 21, DO 3, and they had this old DO 4, DO 98— 
there are about 30 different ones. Atomic energy tanks have been our 
big program, especially with Chrysler, Ford, and the Pacific Car & 
Foundry on the coast, and Cadillac, that is all DO 21. That has been 
a great percentage of our business lately, so far as we have been con- 
cerned, in the tank program. 

Mr. Datmas. You have those DO orders, but have you passed them 
on to Mr. Erhart ? 

Mr. Fereuson. Yes, sir. 

Mr. Daumas. And he cannot find coke or pig iron or scrap? 

Mr. Fereuson. Yes, sir. 

Mr. Datmas. At least enough to get out production ? 

For the record, will you explain just what Mr. Erhart’s concern 
would do for your concern ? What do they produce that you buy? 


Mr. Ferevson. Well, if he could double the amount of iron into— 
let’s see, how many suppliers have you got, Charlie? Well, I don’t 
know, let’s say 10. 


Mr. Datmas. I mean, what does he make for your company ? 

Mr. Fercuson. He makes cast iron. 

Mr. Datmas. Does he make the beds for your machines? 

Mr. Ferevson. He will make housings and end bells. That does 
not mean too much, the housing we place the motors in, cast-iron 
housings, and the end bells fit over the top of it, and various other 
component parts that go into making up the complete piece of equip- 
ment. 

Mr. Datmas. You make stationery and portable equipment ? 

Mr. Ferevuson. From one horsepower to a hundred horsepower. 
We are manufacturers of the larger ones, not the small portable 
equipment. 

Mr. Datmas. Where do you get foundry coke in this part of the 
country ¢ 

Mr. Frerauson. Most of ours comes from Ironton, and some of it 
comes out of Pittsburgh. 

Mr. Datmas. You have coke — making foundry coke at [ron- 
ton and Ashland and Portsmouth ? 

Mr. Ferevson. That is right. 

Mr. Datmas. And Cleveland? 

Mr. Fercuson. I think they have some there. 

Mr. Datmas. At Youngstown you have a pretty wide coke sup- 
ply in this country, don’t you ? 

Mr. Fercuson. Until you go and try to get it. 

Mr. Datmas. Where is the foundry coke going? 

Mr. Fereuson. I think possibly a lot of it is used in steel produc- 
tion. In other words, the steel mill has the coke ovens. 
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Mr. Datmas. In other words, they are not producing foundry coke, 
they are producing coke for steel primarily; is that it? 

Mr. Frereuson. That is right. 

Mr. Damas. That is where the supply has gone? 

Mr. Ferevson. Yes. Talking just about cast iron, today steel is a 
different problem, that is our Fae baby right now, is cast iron, 

Mr. Datmas. What kind of pig iron do you use? 

Mr. Eruarr. Well, we just recently brought some from Sweden. 
We pay a premium on that. We use northern iron, malleable, pig 
iron, which we have a difficult time getting. 

Mr. Datmas. Do you use high silicate made up at Jackson / 

Mr. Ernarr. Yes; we do, 8 percent. 

Mr. Datmas. What is the scrap situation; what type of scrap do 
you use? 

Mr. Ernarr. Well, steel rails is what we are having trouble in 
getting. And also your cast. 

Mr. Ferevson. The current issue of Iron Age, March 29 issue, 
states that scrap iron is still on the gloomy side. I have followed that 
for 6 months, and they have nid that right along. The demand 
exceeds the supply here in Cincinnati, and I picked out especially 
the Cincinnati report, the foundries are anything but comfortable. 
They are battling for tonnage. Rail is very scarce. That is a current 
report. 

Mr. Daumas. Most of your rail is probably being rerolled, isn’t it? 
Or it is being converted into reinforcing rods of one type or other? 

Mr. Ernarr. Some of it is used for that, but your rail is all on allo- 
cation now. 

Mr. Datmas. You mean you use your worn-out steel rail—— 

Mr. Ernartr. We goto Washington for allocation on that. 

Mr. Damas (continuing). For that scrap? 

Mr. Ernarr. Yes. 

Mr. Fercuson. The castings we are receiving are still warm. 

Mr. Datas. Is your situation general to your industry? 

Mr. Ferauson. Yes, sir. 

Mr. Dacmas. In other words, you are a supporting industry, but 
you cannot support the defense program as you should because you 
are not getting the material, or the three essential materials? 

Mr. Ferauson. Yes, sir. 

Mr. Evins. I think it is very important to you, Mr. Ferguson, if 
I might interject with a suggestion that you will have to have your 
figures on your normal and historic consumption and use. You 
should tell the committee that. 

Mr. Fereuson. I do not have the figures here. 

Mr. Evins. If you can procure those figures and make them avail- 
able to the National Production Authority, since you are a defense 
supporting agency, you are aiding in tank production and these very 
essential things, I think that you can certainly secure under the prior- 
ity system a percentage allocation. 

Mr. Ferecuson. Can we? We are saying here that they will not 
honor those priorities for us to get that. 

Mr. Evrns. I see. Well, if proper figures are presented, they can 
be. I think you have a case because you are in the defense-supporting 
industry. 
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Mr. Datmas. Let me ask Mr. Ferguson one more question: What 
will happen to the defense program if the machine-tool industry is 
unable to produce ? 

Mr. Frreuson. The machine-tool industry is the legs of the entire 
national-defense program and do not let caamkeds be kidded about that. 

Mr, Evins. No one is trying to kid you. We agree with you. These 
figures, so far as the National Production Authority is concerned, they 
must have the figures. 

Mr. Fercuson. On what we can produce per year! It is not broken 
down, I don’t believe any of us in the industry have broken it down on 
a tonnage basis. You order one machine one day, and there is 50 
pounds of iron in it; in that same week or the following week you 
order another machine, and there might be 300 pounds of iron in that 
machine. 

Mr. Srery-Brown. Are the large machine-tool industries up against 
the same problem ? 

Mr. Ferauson. The same problem. We are expressing their opin- 
ion and bringing it forward to this board, and it is general, not only 
here, but it is all over the country. 

Mr. Seety-Brown. Not only i it apply to the small manufacturer 
of machine tools, but also to the large manufacturer ? 

Mr. Fereuson. That is right. Take for instance the Cincinnati 
Milling Machine, you are all familiar with them, they have 35 subcon- 
tractors on their cast-iron facilities. In other words, they have four 
cupolas out there, and they cannot produce enough iron, they have 
still 35 more subcontractors, and Mr. Erhart is one of them. We are 
just one little customer with him. 

Mr. Evins. Have you received the proper type of cooperation which 
you think you should have received from the local representatives 
of the National Production Authority here in Cincinnati? 

Mr. Fereuson. Yes, sir. Our hands are tied, because they will not 
honor the ratings, and they still won’t honor his DO ratings that we 
are passing on for a percentage of cast iron. That is what we are 
bringing forward before this board. 

Mr. Evins. That is the reason I am asking you if you are securing 
what you think is proper cooperation. 

Mr. Ferauson. We are working through the local agency and they 
have been very helpful. 

Mr. Evins. I think that is the proper way for you to proceed, and I 
still insist that you are making essential parts for tank production and 
for a support program in the defense program, that you can secure 
it under a proper presentation. 

Mr. Fereuson. What is better than a DO rating? 

Mr. Evins. This committee is in full sympathy and accord with you. 
It isa very important program which you present. 

Mr. Fereuson. I say, what is better than a DO rating? 

Mr. Datmas. Well, better than a DO rating is to get the DO rating 
honored by a supplier, which apparently you are not having done right 
at this moment. 

Mr. Fereuson. Yes, sir. 

Mr. Datmas. That is all. 

Mr. Evins. Thank you very much, Mr. Ferguson. 

Mr. Ferevson. Thank you. 
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Mr. Seety-Brown. Can you give us any reason why they will yo; 
honor the DO ratings? 

Mr. Ernarr. They say that it does not mean a thing to them. 

Mr. Fereuson. If Cadillac gives us a DO 21 for 46 machines, w 
knock ourselves out to pet that, because it carries a rating and we 
know it. We give our preference rating to Mr. Erhart and fiye 
or six other foundaries, and they say they cannot get the iron. “We 
— to get a carload of coke this week so we can give you iron next 
week. 

Mr. Seery-Brown. In other words, a DO order is in fact nothing 
but a piece of paper? 

Mr. Fercuson. I don’t want to answer that. 

Mr. Evins. You are having to purchase it at a premium? 

Mr. Fercuson. Give him your figures. 

Mr. Ernarr. All right. 

Mr. Fercuson. He is paying a tremendous premium for pig iron. 

Mr. Seriy-Brown. Are you indicating that you have to go into the 
black market in order to get it? 

Mr. Ferevson. No: the Swedish market. 

Mr. Ernarr. No. 

Mr. Ferevson. Tell him what you paid for it the last time. 

Mr. Ernarr. We can buy pig iron from our normal suppliers, and 
we should get it from them for $56 a ton, but when we have to go into 
other markets we have to. pay for it, the last price was $99.75. 

Mr. Fereuson. The price is frozen there, but what would you do? 

Mr. Seety-Brown. So that you should be able to get that at a $60 
base, and what you are getting from Sweden is close to $100 a ton! 

Mr. Fereuson. That is right. 

Mr. Seety-Brown. And Sweden is the only place you get it from! 

Mr. Ernart. Some from South America. 

Mr. Seery-Brown. Still at a premium price? 

Mr. Frercuson. The price is frozen. ouldn’t you buy it? 

Mr. Evins. Thank you, gentlemen. 

Mr. Datmas. Just one more question, if I may. - 

Mr. Ferguson, have you asked the contracting officer for a directive 
in order to get these materials? 

Mr. Ferauson. We are working through the expediters of—let’s 
use Cadillac for instance—we were working through their expediters, 
telling them our problems, and they carry them from here to there in 
direct contact with Cleveland, and what they are doing with it I don't 
know, but they just keep pestering us every other day on the phone 
in personal contact trying to get equipment out. 

r. Datmas. So far as you know the National Production Au- 
thority nor the Department of Defense has issued any directive to 
any of these suppliers to furnish you the material ? 

Mr. Ernart. We have never received any. 

Mr. + agave I have not seen any. We keep up with it as closely 
as ible. 

r. Datmas. That is all. Thank you. 

Mr. Evins. That is all, gentlemen. 

Mr. Frank Fox? Weare not going to call Mr. Fox any more. 

Mr. Jack Trantor, of the Ohio Automobile Dealers Association ‘ 

(No response. ) 

Mr. Evins. Mr. Charles Biederman? 

Mr. Breverman. I am here. 
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STATEMENT OF CHARLES BIEDERMAN 


Mr. Evins. Give us your name and the name of your organization. 

Mr. Breperman. My name is Charles Biederman. 

Mr. Evins. You may proceed. 

Mr. Breperman. Pardon? 

Mr. Evins. You may proceed. 

Mr. Breverman. Well, what I want to know is how to go about 
making shipments of quick demountable buildings, that can be done 
in a knock-down condition. 

Mr. Evins. What is your business? 

Mr. BrepermaNn. I have certain inventions, you know, that are for a 
building which slides together, like if you are exploring for oil, or 
some iron, and you are going into the wilderness, and you want to set 
up the building that same day, it can be done. 

So what I want to do is to see how the assembly of the building, 
how that can be done with foreign labor and ship it knocked down. 

Mr. Evins. You want to know how to export a collapsible building ¢. 

Mr. BreperMaAN. Yes, sir. This is different than you may think; it 
isa very small package. 

Mr. Damas. Is it a metal building, Mr. Biederman ? 

Mr. Breperman. Yes, sir; the thing is very convenient. Take in 
Venezuela, particularly, they want the Venezuelan labor to work on 
it; they don’t want to import anything they can manufacture. 

Mr. Szery-Brown. Is your item being exported only to Venezuela ‘ 

Mr. Breverman. That is particularly what I am interested in. 

Mr. Seety-Brown. What is the size of these huts? 

Mr. Breperman. Six hundred square feet floor space. There is one 
style; it takes everything. 

Mr. Srety-Brown. Do you have any trouble getting the metal to 
make these huts ? 

Mr. Breperman. The metal can be made from second-grade metal ; 
you don’t have to use prime material. I can get plenty of the metal. 

Mr. Evins. Are you making these collapsible houses now ? 

Mr. Breperman. Yes, sir. I have gotten pretty well along with them. 

Mr. Evrxs. I must confess that a Member of Congress has many 
requests, and I wish I could provide the answer to that. Perhaps 
someone here can. 

Mr. McCormick. I would like to make this observation, if he is deal- 
ing directly with Venezuela, I would like to ask the witness this ques- 
tion. Have you contacted any importer in Venezuela? Have you 
been in touch with any importer there regarding the manufacture of 
your product ? 

Mr. Breperman. I want to work around that. I don’t want no im- 
porter; I don’t want a leakage of that kind. I don’t want 10 or 20 
percent or an uncontrollable profit to go into the thing. 

Mr. McCormick. I think perhaps your best bet would be to contact 
the Commercial Intelligence Branch Office of the International Trade, 
Department of Commerce, who might be able to assist you. 

Mr. Breperman. The local Department ? 

Mr. McCormick. The local Department field office could obtain 
that information for you. I am sure that they could procure the 
names of substantial manufacturers in Venezuela with whom you 
night want to associate on the import of this item. 
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Mr. Breperman. I have reference also to the exchange of moneys. 
and safe operation. 

Mr. Evins. Mr. Biederman, I suggest when the committee adjouri. 
that you confer privately with Mr. McCormick, who will be able io 
put you in touch with importers and exporters. 

The committee is — to have had your testimony. 

Mr. Breperman. I can do the export business all or through an 
importer, but my idea is to jump that proposition; I don’t want it. 

Mr. Evins. Thank you very much for your testimony. 


STATEMENT OF H. W. COLLINS 


Mr. Evins. Give us your name, please. 

Mr. Cotuins. My name is H. W. Collins. 

Mr. Evins. Proceed. 

Mr. Coturs. I have nothing in particular to say. I represe: 
the Air Force. My name is down as a witness, but I did not come 
prepared to talk on any particular branch. 

Mr. Evins. You are here as an observer ? 

Mr. Couurns. Yes, sir; I am here as an observer. 

Mr. Evins. Do you think that these hearings may have been of 
some value and helpfulness? 

Mr. Cours. I think so. I wish we might have had a larger 
number of small-business people to participate in these hearings, and 
also to present their problems in regard to Government procurement. 

The Air Force has just recently established a regional office in 

‘incinnati, and a part of the program is to supply information as 
to procurement for the Air Force, to especially the small-business 
people, and to help them in any way that we can after procurements 
are awarded to them in carrying out their contract obligations 
smoothly and to the mutual sivenieae of themselves and the 
Government. 

We would be very glad—I am sure General Strickland, the Chief 
of our Air Force, or any of our personnel, would be very glad to 
have any of the small-business people come to our office and talk 
over any matters of procurement which they may have, and we wil! 
be very glad to give them information such as we have which may 
be of service. 

That is all I have to say. 

Mr. Evins. Thank you, Mr. Collins. 

Mr. Paul Heckle. 


STATEMENT OF PAUL HECKLE, CINCINNATI BICKFORD TOOL CO. 


Mr. Evins. Give us your name and the name of your organization 

Mr. Hecke. Paul Heckle, Cincinnati Bickford Tool Co. 

There is very little that I can add, Mr. Chairman, to the words of 
Mr. Newkirk, especially. 

I listened to his testimony, and I could add very little to it. 

I am in the embarrassing position of having outgrown the cats. 
logue of small business, because the machine-tool business has ampli- 
fied itself since the call for this meeting was put out, so that we are 
no longer under the 500 mark. 
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However, some other things that have been said here regarding 
cotinae cast-iron, and so forth, apply very definitely to our busi- 
ness, and I think they were well stated. 

The need for castings in the machine-tool business is very severe, 
and cannot be overestimated or overstated. We are receiving bad 
iron because of poor sources of coke, and bad iron means a slow-down 
in our production, because we have to scrap the stuff and start over 

in. 

So from that standpoint we are seriously affected right along the 
line. 

We also see the difficulty that has arisen from the fact that the DO 
ratings are predicated on a period of time when the machine-tool 
business and the foundry business, and some of those kindred busi- 
nesses, were flat on their backs. 

As a result, when we take an allocation based upon a peculiar load, 
that allocation does not serve as well for our present backlog of 
business. 

The only other thing that I would like to get into the record, if it 
is pertinent, is the hope that after these defense orders are placed, and 

lant protection starts to take its place among these various facilities, 
that there will be a little bit more orderly organization of that plant 
protection than there was in the last war. There was no uniformity 
the last time, there was no consistency, there was no interchange of 
information ible, and plant protection ran the gamut from a night 
watchman all the way down to a complete military force. 

Now, if that is going to happen this time, and if we are not going 
to be backed up any more by the military officers and intelligence than 
we were the last time, I suggest that you relegate plant protection to 


the scrap a 


Do you gentlemen have any questions? 

Mr. Evins. You are making a very fine statement for stronger and 
more effective plant protection, of espionage, and otherwise, during 
this period of emergency’ It is a new suggestion to the committee, 
and we very much appreciate it. We appreciate your recommenda- 
tions. 

Mr. Hecke. Can I help you any further? 

Mr. Seety-Brown. Are you finding the same difficulty in getting 
the iron that Mr. Ferguson has suggested that he was finding? 

Mr. Hecke. We are a little further removed than he is from the 
source, but we are finding the same difficulty; yes sir. Ours is bigger 
stuff, which probably makes it still more difficult. 

Mr. Seety-Brown. Have you found that you have had to go to the 
Swedish material also ? ’ 

Mr. Hecxie. We don't handle pig iron, no sir; that is up to our 
suppliers, but they are apparently experiencing the same difficulty. 

Mr. Datmas. Mr. Heckle, what period would you recommend as a 
base period? What is your base period, the first half of 1950? 

Mr. Hecxtr. The first half of 1950. 

Mr. Datmas. What base period would you recommend ? 

Mr. Hecxir. Well, if I could answer that for the machine-tool 
industry, I would be at the top of the industry. 

That is almost impossible, because the machine-tool industry is such 
a cyclical industry, and to take any particular point and base a norm 
upon it is a very dangerous thing to do. 
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In the second place, we don’t yet know what the Government is 
going to demand of us in this present effort. 

Mr. Davmas. You say that the first half of 1950 was bad. Was the 
last half of 1949 better, or the last half of 1950 better ¢ 

Mr. Hecxie. Oh, I see your point. Let’s say it this way, what other 
base we take for the machine tool industry, or for any of these 
industries, it would have to be a base that could be readily adjusted, 
because the 1950 base—well, let’s see, we had less than a quarter million 
dollars worth of business, and that is not comparable to a situation 
today, where we have over $1,750,000 worth of business. That cannot 
even be processed by our sales department fast enough to get it on 
the books. 

Mr. Seety-Brown. You would like a base plus? 

Mr. Hecxuz. Well, any base is fallacious until we have something to 
compare it to, and we don’t know what our top limit is going to be. 

Mr. Datmas. You do know that the defense program is dependent 
upon the machine tool industry ¢ 

Mr. Heoxtz. I know it very well, and that is the reason I am anxious 
to do everything in my power to meet that pay org f and I am 
anxious that something be done to narrow that gap that I see. I must 
confess at our own level, in our own isolated instance, it is pretty 
hard to make a recommendation for your level, but perhaps as you 
accumulate information across the country, you gentlemen will be able 
to come up with some kind of a scale or sliding scale or movable base 
of some sort that will more nearly serve that p 

Mr. Seety-Brown. Do you find that you get sympathetic treatment 
with your problem in Washington ¢ 

Mr. Hecke. Do you mean have we? 

Mr. Seety-Brown. Are you now getting sympathetic treatment / 
Are the people down there conscious of the very thing you are bringing 
up here { 

Mr. Hecxuer. So far we have not had a whole lot of direct business 
with Washington. Our machine tools have been a secondary factor, 
where we supply machine tools to Cadillac Tank, and they are the 
ones who have had the direct contact with Washington, and we are 
experiencing some of the same thing that has been mentioned here a 
minute ago regarding DO numbers that we have. We always try to 
hand them on down the line, and we find that their value decreases 

Mr. CrarK. I would like to ask Mr. Heckle a question. 

Wouldn’t a CMP solve your problem to a considerable extent / 

Mr. Hecke. It comes much closer. 

Mr. Cuarx. That was your experience in World War IT? 

Mr. Hecke. Yes; it came much closer, because there you estab- 
lished a continually changing base. 

Mr. Cuark. Yes, sir. 

Mr. Evins. Thank you, Mr. Heckle. 

Mr. Hecxie. Thank you. 

Mr. Evins. Now, we have exhausted our list of witnesses. 

I do understand that Mr. Frank Jackson has come in. If Mr. Jack- 
son is here we will hear from him now. 
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STATEMENT OF FRANK JACKSON, NASHVILLE FOUNDRY AND 
MACHINE Co. 


Mr. Evins. Mr. Jackson, will you give us your name and your or- 
ganization ¢ 

Mr. Jackson. I came down here, I am Frank Jackson, from the 
Nelsonville Foundry & Machine Co., Nelsonville, Ohio. 

We are in a position that we have been awarded a contract and 
which we have prepared to do, and we have been assisted in every wa 
possible by the Ordnance Department. Our great problem is in fi- 
nances. 

We are a small institution, and we have quite a good-sized contract. 
When we accepted or bid in the contract, we were under the impres- 
sion that the Seeeasteuction Finance Corporation would go along in 
connection with our local banks, and assist in guaranteeing that. 

Now we find that we are in a different position altogether. It has 
been necessary for us to go to our local banks, and then the Federal 
Reserve bank is skeptical about taking it up, as a result of the re- 
negotiation phase of the contract, 

Our contract was not supposed to have been renegotiable. They are 
now hesitant about banking us, only because they feel that there is 
a provision, or they believe there is, and we cannot get anything to 
prove that there is not, wherein they will be held liable for any expense 
after renegotiation which we, as a contractor, might not be able to 
pay back in case it was necessary. 

Mr. Evrns. May I interrupt you? What type of contract do you 
have, Mr. Jackson, with the Government ¢ 

Mr. Jackson. We have a contract for bogie wheels, in which about 
70 percent is for purchasing products, and about 30 percent will be 
the manufacturing cost and our preparation cost. 

Mr. Evins. With which department of the Military Establishment 
is that? : 

Mr. Jackson. That is with the Ordnance Department. 

Mr. Evins. The Ordnance Department ¢ 

Mr. Jackson. Yes; Ordnance Automotive. 

I have a letter from our attorney who expected to come down with 
me. However, counsel at the last minute had to stay there, due to 
this thing where they are attempting to convince the Federal Reserve 
bank that in the case of renegotiation they would not be held liable 
for aything that we could not pay back at that time. 

Mr. Evtns. The letter may be read into the record. 

Mr. Jackson. This is on the letterhead of Don Turnbull, attorney 
at law, Lancaster, Ohio, and it is dated April 3, 1951, addressed to 
the Congressional Committee Investigating the Problems of Small 
Business, holding hearing in Cincinnati, Ohio, April 3, 1951. 

GENTLEMEN : We are the president and counsel for the Nelsonville Foundry 
& Machine Co. It is a small corporation engaged in general foundry and ma- 
chine work in Nelsonville, Ohio. It bid for, and was low bidder on a contract 
for the making of some 23,000 bogie wheels for the Tank Automotive Center in 
November 1950, After thorough inspection and approval by the Ordnance De- 
partment, it was finally awarded the contract in January 1951, The amount of 
the contract was over $2,300,000. 
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Since being awarded the contract, it has learned that the problems of a sma}! 
business are not over when it finally gets a war contract. It has found that 
the Ordnance Department, at least the Cincinnati division, is extremely helpfy! 
in working out the problems incident to performing the contract. But its help 
alone, under the present laws, is not enough. The chief problem which confronts 
a small business especially, and immediately, is financing. Suppliers, quite 
understandably, will not furnish it the much larger amounts of material than 
its normal financial condition alone warrants until they are assured of pay- 
ment. Large suppliers, who have an adequate market for their product, wil! 
not even put the small business on their production schedule until financia| 
details are worked out. This results in delays and increased financial problems, 
as it takes more money to carry the business until final production has been 
finally achieved. Credit in a sum sufficient to finance a large contract simply 
cannot be obtained from the normal channels in many instances, unless the 
company, which may be a good producer, and entirely capable of performing 
the contract, is strong financially. 

The V-loan program is a heip, of course, but in many instances it does not 
provide the assistance needed for utilizing the productive capacity of the many 
small companies around the country. Many companies, like ours, are in an 
area not highly industrialized, but have a good labor market, and have a long 
record of productive ability and know-how, but are small, so that their balance 
sheets are not impressive. They have trouble getting financial support. 

One of the things that causes the banks to shy away from such a compan) 
is due to a provision of the present law as to renegotiability, as we understand it. 
If the company itself cannot pay back the sum found due under renegotiation, 
the bank which financed it may be liable. We understand there is legislation 
pending which may remedy this situation. 

As to the expediting of supplies, the Ordnance Department at present seems 
to be doing everything possible. We do not have any suggestions as to the 
manner of helping to solve this other most vital problem. 

Yours very truly, 
THe NELSONVILLE FounpDry & MACHINE (o., 
By FRANK R. Jackson, President. 
Don TURNBULL, Attorney. 


Mr. Evins. I gather that this was a rather extensive contract, and 
the local banking institution would not carry the financing and pro- 
vide you with the credit needed ? 

Mr. Jackson. Yes. They are unable to provide enough credit, and 
as time goes along it will take more and more financing, due to the 
materials not coming up on schedule. 

Mr. Evins. Do either of ne gentlemen have any questions! [ 

e 


want to call on Mr. O’Donnell of the RFC, who may be able to give 
some information or light on the subject. Do you have any ques- 
tions? Mr. O’Donnell, do you have any observation to make with 
respect to the financial situation ¢ 

Mr. O’Donnewt. The witness is perfectly correct in his comment. 
He is talking about V-loan programs, or V-loan financing, which the 
banks have been very reluctant to enter into on a wholehearted basis, 
because of a ruling by the Comptroller General under the Assignment 
of Claims Act. 

Legislation has been introduced in the Congress to correct that 
situation and permit the banks to enter into, more wholeheartedly, 
the programs, as they did during the last war. 

I don’t know the status as of right now of that legislation, having 
been away from Washington about 10 days. I am sure if it has not 
already met with expeditious attention by the Congress it will. It is 
a very pressing problem with respect to the financing of small-business 
men across the country. 

The observation I want to make at this time, however, is that the 
RFC is entering in or will make such a V-loan if the banks are unwill- 
ing or unable to do so, and the RFC has made many of them, regard- 
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less of the Comptroller General’s rulings with respect to the Assign- 
ment of Claims Act. 

I wonder if that possibility has been explored. 

Mr. Jackson. I think that it has, sir, and it has been turned back. 
The only way that our counsel seemed to be able to get anything at 
all was through the Federal Reserve bank, going from the local banks 
to the Federal Reserve, and they are the ones who are reluctant. 

Mr. Seety-Brown. Have you made direct ap lication to the RFC? 

Mr. O’DonneLt. Yes; it is true that the see is carried on by 
public or private financial institutions. If your efforts have been 
solely to the banks, I would like to know whether you have com- 
municated with the RFC, which has full authority to make such 
loans. 

Mr. Jackson. Of that 1 am not sure. I was under the impression 
that they had. I was unable to do much, as I have only taken this 
matter over in the last few days, due to one of our associates having 
died unexpectedly. : 

Mr. O'Donne tt. I would like to explore that with you later on more 
fully and give you all the details as to the procedure, if that has not 
already been done. 

Mr. Jackson. I would be only too glad to get that information. 
It is vital with us at this particular time. Our contract period is 
coming close, and it is very difficult to get anyone to tie up definitely 
and make positive commitment. 

Mr. O' Doms. I can assure you that if the banks are unwilling, 
that the RFC is not only in a position to, but will help you very 
definitely. This is an Ordnance contract we are talking about. 

Mr. Evins. Since you are manufacturing an essential product used 
in the war effort, the Government is going to see that some preues type 
‘one is provided for you in order to manufacture this essential 

uct. 
: Mr. Jackson. That, I hope, is the case. 

Mr. Evins. I suggest that you confer with Mr. O’Donnell privately 
on the matter. 

Mr. Jackson. After this meeting, Mr. O’Donnell ? 

Mr. O’DonneE.L. Yes. 

Mr. Jackson. Thank you very kindly. Thank you, gentlemen. 

Mr. Evins. I believe, gentlemen, that concludes all of the requests 
of witnesses—no, here are two gentlemen who want to be heard. Will 
you come around and give your full name and organization ¢ 


STATEMENT OF JOHN R. WEAVER, VICE PRESIDENT AND 
TREASURER, ROYAL HOME PRODUCTS INC. 


Mr. Evins. Very well, sir. Will you give the name and the organi- 
zation you represent ¢ 

Mr. Weaver. My name is John R. Weaver, vice president and 
treasurer of the Royal Home Products, Inc., Cincinnati, Ohio. 

Mr. Evins. Do you have a prepared statement ? 

Mr. Weaver. Yes, sir. 

Mr. Evins. Do you wish to read it or put it in the record ? 

Mr. WEAVER. Well, it is not too long, and maybe I can read it. 

Mr. Evrns. Well, you may proceed. 
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Mr. Weaver. It was felt that our business might be benefited by 
being represented at this meeting, and that some of our lence in 
attempting to obtain Government contracts might be of interest to 
your committee in its study to help small busi ' 

We employ approximately 100 ms and manufacture a line of 
food products, toilet a old cleaners, and so forth. 

Rapidly increasing costs, shortages, and so forth, that have followed 
the beginning of the Korean War, have adversely affected our busi- 
ness. ‘Therefore, we have been very anxious to obtain Government 
contracts to help us make both ends meet. 

With this in mind we embarked on a program last summer to deter- 
mine what could be done. We were successful in having our name 
listed for the pur of receiving invitations to bid on various pack- 
aged products such as puddings, Paling powder, cocoa beverage pow- 
der, corn starch, flavoring, tooth paste, polishes, and so forth, with 
Government purchasing offices such as the Chicago Quartermaster 
Depot of the United States Army; Navy purchasing office, New York 
City; Bureau of Federa Supply, Washington, D. C.; Armed Services 
nated procurement office, Brooklyn, N. Y.; and the Veterans’ Ad- 
ministration, Washington, D. C. 

When we began to receive invitations to bid on various items, we 
had to build up a library of ifications for the manufacture and 

ackaging of these items, and through trial and error submitted 
ids to the purchasing offices. 

In a short time we found that most of the bids we were receiving 
were on items that for various reasons we could not possibly compete 
with the large companies that were getting all the business. 

However, we found that we could apparently meet the prices on 
one or two items and we directed our efforts along those lines. 

In November 1950, the writer and another official of our company 
went to Chicago to see what could be done at the Chicago Quarter- 
master toward receiving the invitations to bid on the items we felt 
best qualified to manufacture on a competitive basis. We were assured 
that we would receive the invitation to bid on these items and felt our 
trip had been successful. 

lowever, shortly thereafter all invitations to bid from the Chicago 
Quartermaster Office ceased coming to us, and in February, after 
being informed by another party, we learned that the purchasing 
procedure had been changed to a negotiated basis, which apparently 
meant. we would have to take additional steps in order to receive in 
vitations to bid in the future. 

This was finally worked out and we again began to receive invita- 
tions to bid on a new form from the Chicago Quartermaster Depot. 

Up until the present time, not withstanding the effort, time. and 
money we have expended, we have not received a single contract. In 
order to elaborate and point out in more detail the difficulties en- 
countered, we are setting forth below several detailed cases concern 
ing bids submitted by us. 

On August 30, 1950, we submitted a bid to the Chicago Quarter 
master Depot for approximately $80,000 of cocoa-beverage powder 
in 1-pound cans. Many of the special ingredients called for in the 
specifications were very difficult to obtain and the delivery date was 
one almost impossible to meet, due to the situation on these materials 
and special lithographing on the costs. 
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However, we were able to locate all the materials after many long- 
distance calls, and so forth, and we proceeded to have plates for the 
fee ny omen made at our own expense with no assurance of receiv- 
ing the business in order to put in a clear bid and be assured of meet- 
ing the delivery date. 

r can manufacturer felt that no one else in the country could 
get lithographed cans in the time allowed, other than ourselves. This 
seemed to be our first real opportunity. However, several days be- 
fore the date for submitting our bid, an amendment to the specifica- 
tions was received which permitted the use of a different size can from 
that called for by the regular specifications. 

The contract went to the bidder that had the alternate pack at a 
price slightly lower than our price, and to the best of our knowled 
our rood - the only clear one on the item as originally and regularly 
specified. 

after submitting several bids for baking powder to the Chicago 

Quartermaster, we found out that we could probably submit a low 
bid if the quantities involved were substantial end if we rearranged 
our equipment et cetera. 

Accordingly, on March 13, 1951, along with various other con- 
cerns, we submitted a bid on baking powder in 1-pound lithographed 
cans packed for export at $0.116 per pound for 560,000 pounds totaling 
approximately $65,000. 

ur bid, to the best of our knowledge, was considerably lower than 
any others in recent months. 

March 14, 1951, the Army Inspection Service telephoned that 

they had to inspect our plant, and came over the same day for that 


urpose. 
. When the inspector left, we were of the opinion that the plant 
would be approved. However, later that afternoon we were advised 
over the telephone that our building was too old and that we were not 
being approved. 

The next day, March 15, 1951, we called the Chicago Quartermaster 
Office and were informed that the contract had been given another 
concern because our plant had not been approved, but they also 
informed us that our price had been lower than the price of the con- 
cern receiving the contract. 

Another inspector came in on March 15, 1951, to inspect our plant 
even after we knew the business had been placed elsewhere. 

On this day we were unable to locate the original inspector and 
were not able to talk with him further until March 19, 1951. We are 
now informed that our plant may be approved for baking powder if 
certain improvements or changes are made which we estimate would 
cost approximately $4,000. 

We computed a gross profit of only approximately $2,900 on the 
afore-mentioned contract for $65,000 of Balkin powder. The im- 
provements and changes necessary could probably have been done 
before we started in production on the baking powder. However, 
we were given no choice in the matter, and as things now stand we 
have no assurance of any future contracts if the alterations are made; 
and we cannot be awarded any contracts until after the work is done. 

In addition, they will not approve the building for manufacture 
of any other food items except baking powder even after the work is 
done. In this connection we wish to report that our building has 
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regularly passed inspection by local, State, and other Federal in- 
spection offices. 

The Armed Services Medical Procurement Office, Brooklyn, N. Y.. 
purchases large quantities of foot powder in cans, which is another 
case in which we felt we could be competitive. We regularly manu- 
facture such a product. 

After some correspondence we were informed that there is a paten: 
covering the formula called for by their specifications for this prod- 
uct; and, therefore, we may not be able to manufacture it for the 
Government. This matter is still under investigation by us. 

The above cases should give some idea of a few of the many prob 
lems confronted by small businesses in trying to do business with the 
Federal Government. We have had no outside person to help us in 
our dealing with the various agencies and have tried to do business 
with these agencies on our own. 

As mentioned elsewhere, we have not as yet received a contract, 
and have no immediate prospects of receiving one. 

Mr. Evins. The picture you have presented there certainly is a 
classic illustration of the many hardships and difficulties which a small- 
business man has to encounter in anlion with a myriad of Govern- 
ment agencies. 

However, in this instance it seems to have been only one, or two, 
the Medical and the Quartermaster Corps. 

I can state for your information, if you do not know, you stated 
you advised Chicago in November, and it was December 16 after 
the national emergency was declared, under the existing law under 
the period of national emergency the procurement office can procure 
on an emergency basis what it needs, it was since the declaration of 
emergency that this change-over took place. 

Mr. Weaver. I understand that, Mr. Chairman, but no provision 
was made to notify the manufacturers that were listed with them, so 
far as I can tell, and a month or two of our time was lost, until we 
found out from another source that they had changed that, and we 
had not received bids. 

The last information we had was that we would receive bids. So, 
we did not know until some third party told us, and then we con- 
tacted them again and they said “Yes; that was true,” over the tele- 

»yhone. They said, “Write us a letter and we will put you back on the 
Fret We wrote them and sent copies to the various purchasing 
officials that we met on our trip, and we had some contact with them 
before over the telephone, and they put us back on the list. 

Then we started receiving invitations until this matter came up 
in regard to the baking powder, and the building, and so forth. 

Since then we have not received anything further from Chicago. 
So, we either have to spend money in order to get a new building. 
or something of that kind, to become eligible to receive the bids, and 
when you do that you have no assurance of getting any bids. 

Mr. Evins. I am in sympathetic accord with you, and practically 
the military can make standards on many of these things so high 
that it is prohibitive. 

I for one believe that they are raising the standards so high, from 
military service, for instance, that the day will come when Andrew 
Jackson could not get into service. 
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We produced Alvin C. York down in my State of Tennessee, but 
under the standards today he could not get into the service. 

I am in sympathetic accord with your protest as to raising the 
standard so high as to make it prohibitive for anyone to comply. 

Mr. ting dag Did the Medical Corps give you a statement 
in black and white as to why your building did not pass inspection ¢ 

Mr. Weaver. They have declined to give us a statement in writing, 
and they have not set up the standards in writing. They tell us 
that if we do certain things we might be able to pass inspection. It 
was not the Medical Corps; it was the Veterinarian Corps who inspect 
for the Army. 

Mr. Seerty-Brown. You have been asked to meet a standard, but 
thev have not put down in black and white what that standard is? 

Mr. Weaver. That is correct. We have no choice but to make these 
changes if we want the contract. We were the low bidder, and it was 
thrown aside, and they went to some other concern which happened 
to be one of the biggest concerns in the country, and they are getting 
the business. 

Mr. See.y-Brown. That is the next point I wanted to bring out. 
The concern that got the business was one of the biggest concerns? 

Mr. Weaver. I think it is one of the biggest manufacturers of bak- 
ing powder in the United States. 

Mr. Sre.y-Brown. How did their price compare with yours? 

Mr. Weaver. They were one-tenth of a cent higher per can than 
our price. 

Mr. Evrns. Yes, sir. Mr. Dalmas? 

Mr. Datmas. Mr. Weaver, you mentioned the fact that you had 
some difficulty about a foot powder for the Armed Services Medical 
Procurement Office in Brooklyn. 

Mr. Weaver. That is something I am investigating. I ran up 
against a patent matter in that. 

Mr. Datmas. You stated that the Government specifications were 
the same as some manufacturer’s private brand? 

Mr. Weaver. That is what it appears to me at this time, but I could 
not say positively. In other words, I received a letter from the Armed 
Services Medical Procurement Office stating that there were certain 
patents involved, and they gave me the numbers of them, and we are 
trying to investigate and find out more about it. I have written and 
asked for a copy of the specifications. This correspondence has taken, 
maybe, 5 or 6 weeks, and I do not have a copy of the specifications 
Vet. ' 

Mr. Damas. I would like to ask the witness to supply us with addi- 
tional facts on the matter of Government specifications being written 
around somebody’s particular product. We have had complaints be- 
fore about that particular question, as you will recall; and, if the Gov- 
ernment writes their own specifications, that is one thing, but presum- 
ably if they turn out to be written around somebody else’s particular 
product, I think that deserves looking into. 

_ Mr. Evins. If you will supply the committee with further detailed 
information in that regard, it will be appreciated. 

_ Mr. Weaver. When I get that information, I will be glad to forward 
it to you. 

Mr. Evins. Yes, sir, send it to Mr. Dalmas, the executive director, 
House Committee on Small Business. 
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Mr. Weaver. I will get that information for you. 

Now, if I may make one more statement. 

Mr. Evins. es, sir. 

Mr. Weaver. I made a note that the Department of Commerce re- 
leases which have been mentioned here today are very helpful with us 
working to the point where we would bid on the items, although we 
have gotten no business from them, and they have been changed in 
recent weeks to the point where they are practically of no use to us. 
We cannot find out the quantities or the dollars involved or the prices 
paid, and the only other way is to bid on an item, as I understand it, 
and then you might be able to get the price that it was awarded at. 

You cannot tell what a product is being sold for if there is no in- 
formation as to the dollars and quantities and unit prices. In other 
words, we can tell whether we can be competitive if we know what 
quantities they are buying and what prices they are paying. [If that 
information is not available, we cannot work from these sheets that 
have been very helpful in the past. 

I feel that there could be some assistance to small businesses in these 
various purchasing offices that would be helpful. Some of them are 
set up, and they have someone there, but they don’t seem to have any 
authority, or else the man that is doing the purchasing should work a 
little closer with the smaller-business people who are not represented 
by third parties, and so forth. 

Mr. Datmas. You would feel that an item such as baking powder, 
the quantity and dollars involved, would not affect the military se- 
curity of the United States? 

Mr. Weaver. Well, I would not really be competent to judge that. 
Maybe it would divulge something as to the number of people in 
the service. But most of us know what the limit is now. From what 
I have been reading in the papers, and at the same time the situation 
as it exists today, I don’t see any reason why that information could 
not continue to be available like it was up until several weeks ago. 

Mr. Evins. Thank you, Mr. Weaver. 

Mr. Weaver. Thank you. 

Mr. Evrns. I believe there is another gentleman wishes to be heard 
Will you come forward, please? 


STATEMENT OF N. A. BACKSCHEIDER 


Mr. Evins. Will you give the committee your name and your organ- 
ization, please ? ' 

Mr. Bacxscuewer. N. A. Backscheider, plastic molding. 

I have here a report that I wanted to get the committee acquainte: 
with, which will acquaint you with the fact that plastics are usually 
considered as a substitute material, and we have here briefs gotten 
up for your particular attention with the thought of showing you 
that it is prime material, and it should be recognized as such. 

We are sometimes eras and particularly now, due to the 
rubber program that is taking the benzol, benzol being the prime mate- 
rial. Benzol is used in the rubber industry, benzol is used to make 
styrene, benzol is used to make phenol. 

It is a question whether benzol should be used for the rubber or 

lastic industry. We don’t want more than our share. But we would 
like this committee to realize that it is a prime product. 
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Sometimes, plastic being relatively new to we feel that it is 
a substitute and we can wait until the parade sowie 

We think that the committee should be acquainted with what plas- 
tics does, what it has done, and we have prepared this brief for you. 

Mr. Evins. I am sure that the committee members would be inter- 
ested in seeing your brochure and your reports, and if it is not too 
extensive I see no reason why it cannot be included in the record. 

Mr. Bacxscueier. We have four of them here. 

_ Mr. Sreiy-Brown. May I say for your information that the com- 
mittee recognizes the problem that you have brought out, that your 
plastics are not a substitute product, and you may be further inter- 
ested to know that we have a special committee or subcommittee of 
the select committee on small business to study the very question you 
bring up. I happen to be a member of that subcommittee, and I am 
very grateful that you Fa ared this for us. 

Mr. Backscueiper. Well, it may be a duplication, but I think it will 
be helpful. 

Mr. Seery-Brown. Yes. 

Mr. Evins. This may be included as an exhibit to your testimony. 

(A booklet entitled “The Thermosetting Plastic Molding Industry” 
is received as an exhibit and may be found in the files of the com- 
mittee. 

Mr. bis. Do you have extensive contracts with the Government 
in plastics? 

r. Backscuemer. At the time we don’t have too many. The in- 
dustry probably has around 20 percent of the output of the industry 
in Government contracts. We do feel that we ae that the same 
thing does not happen as happened in World War IT, when plastics 
was not recognized until it was almost too late. Where aluminum was 
short we could have used plastics. We are doing a job of trying to 
inform the various Government agencies and the engineering depart- 
ment, showing where plastics can be used to make it a prime use 
rather than a substitute after some other material has been exhausted. 
We are trying to bring it to the various Government agencies, like 
yourself, and Government procuring agencies. 

Mr. Evins. Well, I think you are in a very important new industry, 
the plastics industry. We appreciate your testimony. 

r. BACKSCHEIDER. Thank you. 

Mr. Datmas. Mr. Chairman. 

Mr. Evins. Mr. Dalmas. 

Mr. Datmas. Mr. Chairman, I would like to introduce a statement 
forwarded to the committee by Mr. Earl L. Coddington, of the Cod- 
dington Machine Co., Middletown, Ohio, on the shortage of alumi- 
num, rubber, and other critical materials. 

Mr. Evins. That may be done. 

(The document above referred to is as follows :) 

Dear Sie: Since it will be impossible for our company to be represented at 
your committee meeting April 3, 1951, we wish to state our position so that you 
may include our name with those present who are interested in small parts 
defense work, and so that you may act on our behalf if necessary and advise 
us accordingly. 

We are an independent machine company of high regard, set up and geared 
for immediate parts production work. 


Due to curtailment of aluminum, rubber, and other materials necessary for 
the manufacture of our product, the Cyclone power lawn mower, we have stopped 
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production until we can secure defense orders. On the other hand, we believe 
that we could be of great service to our country and its mobilization efforts 
by lending our plant and manpower to the making of small parts, such as can 
be made on small lathes, turret lathes, screw machines, milling machines, dri|| 
presses, and punch presses. 

We are particularly interested in the jobs too tedious or precise for the aver- 
age machine shop to be interested in. We do not care to go into the competi 
tive field of cutting prices, cutting throats, and lessening quality. Our prices 
are as low and as reasonable as material costs and wages will allow them to be. 
We sell top-quality workmanship and service. No job order would be too 
large or too small for us to handle. We have been doing small orders for pre 
cision specifications and our work has been very satisfactory. If it isn’t per- 
fect, it doesn’t leave our shop. We have recently completed a rush order for a 
specially threaded bolt with a countersunk hex hole in the head, for an aircraft 
company in Texas. This was a job that few knew how to do and all were 
afraid to try. 

We have written to, or are writing to, all departments and services advised 
by J. C. Crothers, Chief, General Services Administration, Federal Supply Serv- 
ice, Washington, D. C. 

We also have written to all companies receiving prime contracts whose names 
we were able to obtain. Very few companies with Government contracts have 
even had the courtesy to answer our letters. As yet we have had no results 
We can neither afford a costly advertising campaign nor can we afford a rep 
resentative to sit in the laps of the 5-percenters and secure work for us. We 
do wish to state that we appreciate the cooperation and advice of Congress 
men Edward J. Breen and Defense Mobilization Director Charles EB. Wilson 
for their prompt replies 

We would appreciate hearing at your convenience the results of this meeting 

Sincerely yours, 
Ear L. Copprneron. 


To Whom It May Concern: 

We, the Coddington Machine Co., wish it be known that we are interested in 
procuring production work that can be done on or with the aid of the following 
listed machine tools and equipment. We will do the work on the following basis: 
Cost plus, hourly, or quotations. We also prefer not to furnish the materials if 
possible. Terms preferred: 30 days net from delivery f. o. b. our shop; 1 percent 
10 days. 

We promise accuracy and prompt delivery. 

The machine equipment we have today includes: One 15-inch South Bend tool. 
room lathe, 36 inches between centers ; two 10-inch Logan bench lathes, 24 inches 
between centers; one 7-inch precision Ammco shaper; one No. 25 Buckel plain 
milling machine; one U. S. hand milling machine; one 21-inch drill press; three 
bench drill presses (44-inch) ; one combination collet and chuck J. & L. turret 
lathe, 16 inches over bed, 6 inches over carriage, 24 inches between chuck and 
turret, lathe spindle stock capacity 2% inches; one combination collet and chuck 
turret lathe, 12 inches over bed, 4 inches over carriage, 10 inches between chuck 
and turret, stock capacity %-inch; one Whitney-Jensen 10-ton punch press, end 
crank, 1%-inch stroke, 12 inches deep; one 200-ampere a. c. are welder (Hobert) : 
acetylene welding and cutting; power hacksaw and electric grinder (genera! 
purpose ). 

Mr. Datmas. Also a statement from Albert Seasongood, Jr., presi- 
dent of the Dayton Folding Box Co., with respect to Government 
procurement. 

Mr. Evins. That may be done. 

(The document referred to above is as follows :) 


GENTLEMEN : We, as an independent folding paper box manufacturer, who must 
buy all our paperboard from various paperboard mills, have the following ques- 
tions which we would like the committee to answer. 

Where can information be obtained as to Government requests for bids on 
folding paper boxes, such as ration kits, cartridge clips, etc., other than corru- 
gated? 

Where can information be obtained as to those concerns receiving Government 
contracts, who in turn will need folding paperboard cartons, other than 
corrugated ? 
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Inasmuch as our monthly paperboard tonnage is on an allotment basis from the 
supplying mills, and since this allotment is less than our normal consumption— 
does the Government have an agency or office that can expedite paperboard from 
our supplying mills or other mills, over and above the tonnage we are now re- 
ceiving? We have approximately 25 percent manufacturing capacity for which 
we are unable to obtain raw materials needed; i. e., paperboard. To whom can 
we offer this excess manufacturing capacity? 

Is there any protection on price of raw materials where an increase has taken 
effect between the time of bid, its acceptance, and the delivery to us of the raw 
material? 

Very truly yours, 
ALBERT SEASONGOOD, Jr., President. 

Mr. Datmas. Mr. Chairman, there is a letter here on the letterhead 
of the King Bag Co. dated April 3, 1951. I would like to have that 
handled in the same way. 

Mr. Evins. That may be done. 

(The document referred to above is as follows :) 


GENTLEMEN: We are manufacturers of agricultural feed bags using cotton and 
burlap material. We employ 35 persons. 

We have been seeking defense work without success. 

The feed business is in a definite slump due to the excessively high costs of 
ingredients and the bags. 

The Government has issued invitations to bid on burlap or osnaburg sandbags 
(mildewproofed material) on several occasions but due to the scarcity of 
burlap we have been unable to submit a quotation. 

During World War II we were awarded several contracts by the Government 
for manufacture of burlap sandbags. At that time the Government had taken 
ever all imports of burlap and furnished the material to the manufacturers. 

As matters now stand it is impossible to get burlap and impossible to get a 
Government contract without it. 

We are anxious to help the Government and hope that they can help us. 


Respectfully yours, 
Tue Kine Bae Co., 


ANDREW E. GILLIGAN, 
General Manager. 


Mr. Daimas. That is all I have at this time, sir. 

Mr. Evins. Thank you. 

The committee at this time wants to thank each and all of the wit- 
nesses for <° pereng here and presenting your problems. We wish 
that we could solve them all for you. I assure you that it will be 
documented, and it will be taken up and considered by the committee 
and the departments of the Government in an effort to be of some 
helpfulness, possibly. 

e appreciate your testimony, and without any further questions— 
I might say that if any of you gentlemen have any questions which 
you wish to ask or direct to the Teitensaat representatives, you may 
do so informally after we have adjourned. 

Are there any other witnesses? 

(No response. ) 

Mr. Evins. If not, the committee will stand adjourned. 

(Whereupon, at 3:30 p. m. the hearings were adjourned to 10 a. m., 
Wednesday, April 4, 1951, Butler University, Indianapolis, Ind.) 











PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


WEDNESDAY, APRIL 4, 1951 


Houser or REPRESENTATIVES, 
Suscommirrtee No. 1 or THE SELECT 
CoMMITTEE ON SMALL Busrness, 
Indianapolis, Ind. 

The subcommittee met, pursuant to call, at 10 a. m., at Butler Uni- 
versity, Indianapolis, Ind., Hon. Joe L. Evins, of Tennessee, presiding. 

Present: Representatives Evins (presiding), Charles A. Halleck, 
of Indiana, Thomas B. Curtis, of Missouri, and Charles B. Brown- 
son, of Indiana. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff, and Duncan Clark, of the staff. 

Present representing Federal agencies: William T. McCormick, 
Deputy Special Assistant to the Administrator, Office of Small Busi- 
ness, Economic Cooperation Administration; Walter J. O’Donnell, 
Manager, Office of Small Business, Reconstruction Finance Corpora- 
tion; John S. Bartlett, field representative, National Production Au- 


thority; Maj. L. T. Robinson, irri of Defense; Robert L. 


Pendergast, Regional Director, General Services Administration; 
H. B. Raskin, way Regional Director, Office of Price Stabiliza- 
tion; and Bernard D. Hirsh, attorney, Office of Price Stabilization. 

Mr. Evrns. I want to say on behalf of the members of the House 
Committee on Small Business of the House of Representatives that 
we are mighty pleased to be in Indianapolis, your great city, and we 
certainly want to take this opportunity of thanking all of you who 
have had a part in arranging the facilities. 

We want to give special thanks to Mr. Brownson, of Indiana, for 
the painstaking work he has done in making arrangements possible 
and providing the witnesses. 

We certainly want to thank Dr. were Poy Butler University, for 
his kindness in making the facilities of this fine university available 
for the Members of Congress. We are indeed grateful and very ap- 
preciative. 

I would like to make a brief statement on the purposes of our 
meeting, and then following that I want to introduce my colleagues. 

Certainly we are gleaned to be in Indianapolis, this great city. 
These hearings are part of a series of hearings that are being held 
throughout the country at this time to get a quick and a spot check 
of the economic situation and the effect of the mobilization program 
on small business. 

The committee is interested in learning first-hand the problems 
of small business related to the national emergency. We want to 
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learn of the participation of small business in Government contracts 
and Government procurement. We wish to find out whether or not 
the declared policy of the Congress is being carried out; namely, 
that small business shall receive its fair and proportionate share of 
the Government contracts and awards. 

The committee is interested in learning first-hand of the individual 
problems of individual businessmen, and the committee will take 
steps, appropriate steps, wherever possible, to straighten out these 
sroblems, and to effect a better distribution of critical materials to 
se wacom Bi wherever possible. 

1, may say that the work of the committee is bipartisan, or non- 
partisan, in character, and throughout the history of the committee 
the investigations, reports, and studies of the committee have been 
conducted in an atmosphere of unity. 

This committee is a committee that is interested in the welfare of 
the small-business man, and it is not approached as a matter of par- 
tisanship. 

As many of you businessmen know, the Committee on Small Busi- 
ness was created 3 days after Pearl Harbor in 1941, during the World 
War II period, and the committee was instrumental in correcting 
many inequities and bringing about many reforms during that war 
period. 

It was through the Seventy-seventh Congress that the Smaller War 
Plants Corporation Act was created. 

This agency performed a Herculean task in financing contracts and 
in providing essential materials, in channeling materials and supplies 
to small-business concerns necessary to the civilian economy aioe 
that war emergency. 

These hearings today are again a recognition of the fact that there 
are many vexing problems confronting small business during this 
emergency period. 

We believe that small and independent business is the keystone of 
our competitive economy, the bulwark of our American free-enterprise 
system. 

Small] business supplies competition in many fields, and without its 
vigorous and successful efforts competition would not exist. If we are 
to preserve and foster our competitive enterprise system we must see 
that small business is given a fair share and equal opportunity in the 
emergency. 

Gentlemen, it is in recognition of these facts that these series of 
hearings are scheduled and being conducted throughout the Nation. 
Small-business men from all walks of life are welcome to this forum. 
This is your committee. Gentlemen, the testimony which you give 
will be transcribed by an official reporter, and later printed as a docu- 
ment of the House of Representatives. The information which you 
gentlemen provide will be brought to the attention of the Congress 
of the United States, and where appropriate to the interested agencies 
of the Government. 

We sincerely trust that you will have no fear in testifying before 
this committee. If perchance it should eventuate that your larger 
suppliers might undertake any retaliatory action, I want to assure 
you that the committee is in a position to take immediate steps on 
your behalf. 
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The national emergency which was declared on December 16, 1950, 
has brought about many problems for the small-business man and they 
will multiply as the years go on. 

Thousands of letters of complaint are coming into the committee 
daily which attest to this fact. 

We of the committee very sincerely and earnestly are of the convic- 
tion that a full and complete record of these hearings that are now 
being undertaken by the committee will help solve many of the prob- 
lems of the small-business man. 

The House Small Business Committee is dedicated to this propo- 
sition. 

Gentlemen, I want to take this opportunity next of introducing my 
colleagues and members of the staff of the Committee on Small 
Business. 

On my left is the Honorable Charlie Halleck of your great State, 
who has been a member of the House Committee on Small Business 
since its original creation and inception. He has served as chairman 
of this committee and has rendered valued work in behalf of the small- 
business economy of our country. 

I want to say to you that Charlie Halleck is one of the most beloved, 
respected, and regarded Members of the House of Representatives. 
We sit on different sides of the table, but we have respect for the points 
of view of our colleagues. I can say personally that I voted with him 
and followed his leadership on numerous occasions. You have got a 
great man in the House of Representatives in Charlie Halleck, and I 
want you to recognize that and give him a hand. [Applause.] 

The next Member of Congress here, who is not a member of the com- 
mittee, but a very valued and highly respected Member of the Con- 
gress, and that is Chuck Brownson, of Indiana. I want to say that 
he has made a very splendid ro ag on his colleagues in the Con- 
gress. Chuck Brownson. [| Applause. | 

On my right is Congressman Tom Curtis, of St. Louis, minority 
member of the committee, a new Member of Congress, a lawyer and a 
small-business man, and a very valued member of the committee. 
Tom Curtis. [Applause. | 

The next staff member is Mr. Victor P. Dalmos of Kentucky, a small- 
business man and the executive director of the committee. [ Applause. } 

Next on his right is Mr. Duncan Clark, of the staff of the commit- 
tee. | Applause. | 

And on the right of Mr. Clark is Mr. William McCormick, of the 
Economie Cooperation Administration, the so-called Marshall plant 
program. Mr. McCormick. [ Applause. | 

Then we have Mr. Robert L. Pendergast, general counsel of the 
GSA. | Applause. | 

Mr. Evins. And on my left, and I should have recognized this young 

And on my left, and I should have recognized this young lady 
earlier, is Major Robinson of the Department of Defense, ce of 
Procurement. | Applause. | 

Next, is Mr. John Bartlett of the National Production Authority 
Department of Commerce. [ Applause. | 

Next, is Mr. Walter O’Donnell, of the RFC. [Applause.] 

Next, is Mr. E. W. Heitman, of ‘the regional Tice of RFC of 
Chicago. [Applause. | 
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Gentlemen, this concludes the introduction of the members of the 
committee and the staff and the representatives of the Government 
agencies here concerned, and unless there are any other preliminary 
remarks the committee will under way, and we will call the first 
witness, Mr. Robert La nkamp. 

Mr. Langsenkamp, will you come forward, please. 


STATEMENT OF ROBERT LANGSENKAMP, LANGSENKAMP-WHEELER 
BRASS WORKS, INC., IN BEHALF OF THE FOUNDRY INDUSTRY IN 
THE INDIANAPOLIS AREA 


Mr. Evins. Will you give your name and your organization, and 
then you may proceed with the reading of your prepared statement 
or make any recommendations or observations you may care to the 
committee. 

We request that your statement not be much in extent of 10 minutes, 
so that we may be able to hear all the witnesses. 

Mr. Lanesenxkamp. Thank you. My name is Robert Langsen- 
eer of Langsenkamp-Wheeler Brass Works, Inc., Indianapolis, Ind., 
and I am speaking on behalf of the foundry industry in the Indian- 
apolis area. 

The foundry industry has an overwhelming importance to industry 
as a whole, to an extent most persons are entirely unaware. The 
foundry industry underlies and is basic to the entire manufacturing 
industry, as everything which is manufactured depends upon some 
kind of foundry at some point in its making. We can go further and 
say that all the principal industries of the country must look to the 
foundry industry to supply the necessary castings which are integra! 
to machinery which they require for their operation. These indus- 
tries are the transportation industry, both railroads and truck lines, 
the automotive industry, both passenger cars and trucks, the machine 
tool industry, agriculture, utilities and power transmission, the 
marine industry, including shipbuilding, the dairy industry, the 
chemical industry and food processing. These are industries vital 
to the nation’s production and living in peacetime as well as in war. 
In addition defense production is equally subservient to the foundry 
industry, for the production of tanks, aircraft, ordnance, ships of all 
kinds and landing craft rely upon these basic castings. 

To list a few of these castings, which may vary in size from less 
than a pound to as much as 20 tons, will illustrate the integral re- 
lationship of the foundry industry with other industries and the 
dependence upon it. Cylinder blocks, cylinder heads, everything 
which pertains to gears and cams are required by all machinery using 
a motor, such as railroad engines and trucks in the transportation 
industry, automobiles in that ——— machinery, the 
power industry, ships, the dairy and f processing industry, and 
in the purely defense industry, tanks, ships, landing craft as well as 
trucks and other hauling equipment. 

In addition there are carrier castings for rear axle assembly, gears 
of all types, gear cases, spring hangers for springs, all sorts of levers, 
and housings, and treads for power machinery. For railroads and 
trucks, there are side frames, car couplers between cars, draft gears 
for shock absorbers, steel yokes to hold draft gears, center plates 
and body bolsters for car frames and striking castings for railroad 
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cars. For “oo there are anchors and anchor chains, keel castings and 
propellors. tanks, many of the parts come from the foundry 
including armored plates and operating points. 

Of the nonferrous metals we have castings of water pump parts, 
bearings, industrial valves, cerburetor bodies, general maintenance 
items, nickel and bronze sanitary fittings for the dairy and food 

ing industries and plumbing parts. 

This industry to which other industries are so indebted is composed 
almost entirely of small businesses. There are 5,404 foundries in the 
United States employing 548,570 persons. On the basis of these 
figures the average foundry would be slightly over 101 employees. 
Actually four-fifths of the foundries have considerably less than 100 
persons employed. Approximately 43 percent of these foundries 
employs less than 20 persons (to be exact, 2,331)—1,231 have 20 to 50 
employees—773 foundries have from 50 to 100 employees. Of this 
remaining 20 percent, 914 foundries employ from 100 to 500, 110 
employ 500 to 1,000, and. 45 employ over 1,000. These figures show 
conclusively that the great majority of foundries are very small busi- 
nesses. 

To give you an idea of the tonnage involved in the foundry industry 
I will mention gray iron only, which consumed 12,905,562,000 short 
tons of metal, while the nonferrous foundries, which are relatively 
small in the whole production, consumed 1,015,679,000 pounds of 
copper base metals. 

Now, we will get to the problems and the historical remarks about 
the industry. 

In view of the basic nature of the foundry industry it is vital to 
keep the industry operating at yma to supply the needs of both 
defense and civilian industry. 1e inventory restrictions, limiting 
the supply of material, particularly pig iron, steel scrap and cast 
scrap, threatens these continuing operations. Management should be 

rmitted to use its judgment in securing the necessary materials. 
The small stockpiles in the hands of these small producers are as 
fully available to the defense effort, if not more so, as the larger 
pro Bs - gathered together by the Government. Being widely dis- 
tributed and accessible to the needs of this important industry, they 
have a greater part in keeping the industry in operation. These 
materials do not deterioriate and are readily usable. Being stockpiled 
in off seasons, they can relieve the transportation industry of the 
burdens which the 30-day limit would impose in certain busy seasons. 
This would be most advantageous for a shortage of freight cars is 
expected. Since the Government can control the end production, 
Government control at the other stage is avoided (but the same pur- 
pose is achieved ). 

Many foundries are being compelled to import pig iron in order 
to keep operating. In so doing they are confronted with the different 
analyses due to foreign methods of making pig iron. Consequently, 
even there the foundryman is faced not alone with the difficulty of 
obtaining materials of the proper analyses, but of determining the 
analysis of the material he obtains. Consequently, these needs of 
securing material from other sources place an added burden on his 
operations and increases cost. 


86267—51—pt. 1——31 
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Increase of freight rates, which is considered a nominal cost }), 
some industries, has a heavy impact on the foundry industry due t. 
the large poundage of its material. 

I have not mentioned the sand, molding sand, coke, and other iten)- 
in the foundry, which due to their tremendous tonnage and freig)) 
rates do increase the cost of foundry products tremendously. 

With regard to labor, the foundry industry is in a perilous positio:.. 
The labor supply is made up of craftsmen rather than easily traine:| 
workers. The molder situation has been critical for some time. \ 
skilled molder takes from 2 to 3 years to train. If he can be draw), 
off into other industry, the foundry cannot afford to spend the money 
training replacements. Therefore, the foundry’s need for traine«| 
workers must be guarded and the foundry enabled to attract them. 

It is necessary to have these trained men to maintain production 
and through their skill to conserve the metal resources of the country. 
There is a constant danger of losing these trained men to other indus- 
tries, who, once they have been enticed away, are not easily retrieved. 
The position of the large employers with escalator clauses in their 
contracts is more advantageous in holding their own men and in at 
tracting foundry workers, but the foundry being a small employer is 
not able to assure these wages through such clauses. Because of the 
essential nature of the industry and the need to keep it fully manned, 
the employer should be permitted to raise his wages without a forma! 
contract, if it is necessary to hold his workers. 

The supply of foundry labor should not be jeopardized by state- 
ments of ill-informed bureaucrats, saying that foundries are dirty, and 
unpleasant places to work, as accused in the last World War. Foun 
dries traditionally have been able to man their operations without 
reliance on Government controls (because of their continuous opera- 
tions). However, during the last war, the gray iron foundries were 
ignored and protection was not given them until their labor forces 
were nearly depleted by the draft, or by pirating of labor, before the 
importance of the gray iron foundries to industry was recognized by 
the Government. This must not be permitted to happen again. 

Labor costs in the foundry industry range from 40 to 60 percent 
of total costs. In the gray iron foundries the value of their product 
was $1,228,697,000 but the cost of labor was $689,495,000. 

It should not be overlooked, that it is very important to maintain the 
nroduction of civilian goods insofar as is possible without injury to 
the defense effort. Materials should not be unwisely and needlessly 
stockpiled. 

The foundry industry’s ability to obtain needed equipment must be 
maintained. Its attempt to reduce manpower needs where they are 
unusually large and to improve the quality of its product should en- 
title it to priorities for the procurement of this equipment. The long 
delay in the delivery of equipment purchased endangers the continu- 
ing performance of this primary industry. Moreover, it too is de- 
pendent upon these same castings which the industry produces. 

The industry must be permitted to include total costs in its prices, 
for the segregating of labor costs or material costs does not present a 
true picture. To encourage production, prices should be sufficient!) 
elastic, to allow for the change necessary to insure a safe profit, which 
is essential to the owner remaining in business. After the last war 
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renegotiation penalized the efficient foundry which achieved economy 
of materials and labor, without the Government recognizing the sav- 
ings made possible for such production. , 

I have spoken mostly of the gray iron and the ferrous industry, and 
I would like to say a few words about the non-ferrous industry, which 
is copper and aluminum. 

The industry and its customers are being hampered by the incon- 
sistency of the order controlling production and the use of copper, that 
is the new NPA Order M-12. All limitation orders, except M-—12, 
limited the use of metals by restricting the purchaser. Producers are 
permitted to produce any quantity of material that the users are per- 
mitted to order. 

The copper order restricts both the user and producer, thereby pro- 
viding an unnecessary second control on usage, compounding adminis- 
trative work for the user, the producer, and the copper branch of 
NPA, but adding nothing to the effectiveness to the limitation on use 
of copper. 

There has recently been added a third control and complication 
through the requirements that the users certify their orders as com- 
plying with the requirements of the order. 

As a result they are essentially frozen to their present sources, since 
practically all foundries are producing to their allowable 100 percent 
of the base period for the existing customers. Thus a user desiring to 
change his source finds himself unable to do so, even though the foun- 
dry of his choice has available capacities. 

The trend of the Government is to penalize business through taxa- 
tion. This may be particularly damaging to a little business, because 
of its limited operations. — 

Amortization rules are harmful, because plants cannot modernize as 
readily as they should be—to promote greater efficiency and economies. 
The Government should allow rss. me to depreciate their equip- 
ment in such manner as is advantageous to the best operations. a 
the last war, forehanded management, seeing the need, invested in 
new equipment before the need arose, should have been permitted to 
have the same accelerated depreciation as those who acquired new 
equipment under the proddings of the Government. 

That is all, gentlemen. 

Mr. Evins. Thank you, Mr. Langsenkamp, for your very thought- 
ful testimony and presentation to the committee. 

I want to ask you one or two questions. How much has there been 
in the way of a cut-back of your normal source of supply as a result 
of the orders of the Government during the mobilization period ? 

Mr. Lanesenxamp, Cut-back of normal supply? 

Mr. Evins. Yes. 

Mr. Lancsenxamr. I am speaking primarily of the nonferrous 
foundry. Now, there has been very little in the way of cut-back as to 
requirements for raw materials. By that I mean ingots which are 
made to our specification—very little. 

Mr. Evins. You mentioned something about the importation of it. 

Mr. Lanesenkamp. That is in the iron, sir. I am not in position to 
answer that, and unfortunately the man who is directly involved in 
that could not come to town. He is from a small town in Indiana. 
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Mr. Evrns. Well, the testimony which you have given to us is not 
only for yourself as an individual, but you are also representing the 
industries of this Indianapolis area? 

Mr. Lancsenkamp. That is right, which includes a 60-mile radius, 
you might say. . 

Mr. Evrys. Do you have any information that materials are need- 
lessly being stockpiled? You mentioned that. 

Mr. LanesenxAmp. Yes, in copper it is our belief that it is being 
needlessly stockpiled. There are some items, such as tin, upon which 
the nonferrous industry is greatly dependent, which is being stock- 
piled, very prudently so, because it is imported. 

So far as copper is concerned, there is a lot of copper available, and 
it is in the form of scrap. We in the foundry industry, the nonferrous 
industry, rely on secondary metals which are bought by junk dealers 
and sent to major smelters. That material is readily available. How- 
ever, the price sometimes gets out of hand, which is according to the 
law of supply and demand, and I don’t think anyone can do any- 
thing about it. 

Mr. Evrns. Mr. Halleck? 

Mr. Hatieck. Well, I was interested in one thing particularly that 
you mentioned. You speak of the escalator clauses in certain con- 
tracts between management and men, and the possible effect on the 
labor supply of the employer. 

Mr. LancGsenkamp. Yes. 

Mr. Hatiecx. Has that already begun to manifest itself, or is that 
more a matter of conjecture on your part at this time? 

Mr. LancsenKAMP. Well, I am speaking of our own shop now, 
which is a small shop, and we have lost employees to the larger indus- 
tries about town. They are in a position to offer more and have clauses 
os would possibly make for better wages because of those escalator 
clauses. 

Mr. Hatieck. No one is quite sure what wage stabilization will 
finally turn out to be, but certainly, if the escalator clauses are per- 
mitted to operate and result in increased wages, then the impact upon 
the smaller employer, who does not have an escalator clause, would be 
terrific, unless he is given some sort of flexibility in order to meet 
that competition, and I want to congratulate you for bringing out 
that point. To my knowledge, in the hearings so far it has not been 
mentioned. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. You said you thought copper was being needlessly 
stockpiled. Were you referring to private industry or defense? 

Mr. Lanesenkamp. The defense stockpile. 

Mr. Curtis. You think that the defense stockpile is out of line? 

Mr. LancsenKamp. Yes. 

Mr. Curtis. How about private enterprise; are they doing a lot of 
stockpiling or inventorying ? 

Mr. LanesenKkamp. To my knowledge, they are not. ‘You are going 
to find some who are ruthless in their business dealings, and possibly 
are stockpiling more than they normally should, or beyond their given 
normal inventory period. I cannot speak for big industries, because 
they are such tremendous outfits. 

Mr. Curtis. You don’t know whether they are hiding some metal 
in their inventory? You don’t know whether they are or not? 
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Mr. Lanesenkamp. No; it would be impossible for me to know 
that. 

Mr. Curtis. You stated that you could get all the copper you 
need. 

Mr. LanesenkAmpr. That is right. 

Mr. Curtis. You also said sometimes at a price. Would it be your 
opinion that there is a black market in copper at this time? 

Mr. Lanesenxamp. Definitely there is, in pig copper, and I speak 
of that as compared to our copper-base metals. 

From legitimate smelters we are paying the going price and there 
is no black market. However, they in turn, in order to get copper to 

ut into the ingots, which is a small percentage of virgin material, 

ave had to pay exhorbitant prices. 

Mr. Curris. We are very much interested and will probably go 
into that later with you sometime. 

Mr. Lanesenkamp. They, being legitimate dealers, are forced to 
do that, and they are taking a beating when they have to pay 30 
rather than 22. 

Mr. Evins. Mr. Brownson? 

Mr. Brownson. I was interested in the remark you made about the 
80-day limit. I think it might be helpful both to. the committee and 
to small-business men in the audience if you would mention the re- 
strictions you are working under now. 

Mr. Lancsenkamp. We are not restricted—we are restricted to 45 
days, but it is my understanding that the ferrous industry, which is 
iron and steel, are limited to 30 days. 

Mr. Brownson. That means you can have on hand the materials 
you can fabricate within a 45-day period. Is that the correct inter- 
pretation ¢ 

Mr. LancsenKkamr. That is true; and the difficulty is because of 
the terrific demand on scrap; it does not permit them to order ahead 
of time. It permits them to order, but not to retain in their inventory 
the necessary material to go beyond 30 days. A lot of times they 
cannot obtain material. They have it on order, and no one can 
supply it. 

Mr. Brownson. Then it is impossible to schedule your operation 
for any period of time. 

Mr. Lanesenxkamp. That is right. Sometimes it may be due to a 
car shortage, which would restrict operations. 

Mr. Brownson. Are you doing much business on the basis of DO’s 
right now ¢ 

Mr. LanGseNKAmp. 17.8 in February. 

Mr. Brownson. 17.8 on DO's? 

Mr. LanGsenkamp. Yes, sir. 

Mr. Evins. Well, certainly your business is very important and 
essential, not only in commercial enterprise but in support of the de- 
fense effort, and the committee appreciates your testimony. 

Mr. Lanegsenxamp. It is nice to have n here. Thank you. 
[Applause. } 

Mr. Evins. Ladies and gentlemen, I have been advised that the 
distinguished Governor of Indiana is in the audience, Gov. Henry F. 
Schricker. We will ask him to come around, if he will, and we are 
pleased to greet him. [Applause.] 
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Mr. Hatiecx. Well, the Governor is a constituent of mine, and we 
will have to see to it that he gets around. 

Mr. Evins. Glad to see you, Governor. It is good to be in your 
great State, and I want to say that you have a great and outstanding 
Congressman. [ Applause. ] 

Governor Scuricker. I think my only prerogative here is to exten! 
a real Hoosier welcome to this fine committee and say to these gentle- 
men that we are more than grateful for their coming to Indiana and 
for the interest that they are taking in such a vast segment of smal! 
business with which Indiana is blessed. 

Indiana has scores of communities of from perhaps 10,000 to 60,000 
or 75,000, where small business is the real lifeblood of the community. 

Naturally, we are interested in preserving those industries and the 
pat aid they give to the people that are there constantly and regu- 
arly employed. 

So, we are grateful indeed for the interest this committee is taking 
in this segment of the business world in our State, and for that matter 
in the whole country. 

We want to preserve it despite the many great demands that are 
being placed upon our country today, and we believe that this smal! 
business of Indiana can make a real contribution to national defense 
and whatever effort is necessary to preserve the integrity of the Nation. 

Thank you very much. [ Applause. | 

Mr. Evins. May I say that the committee is very honored to have 
the distinguished Governor from your State with us, and I know | 
express the sentiments of all members of our committee when I again 
say that we are delighted to be in your great State. 

We will next call Mr. George Davidson, the next witness who has 
signified his intention to testify before the committee. 

You may be seated if you care to. 


STATEMENT OF GEORGE DAVIDSON, RESERVE OFFICERS 
ASSOCIATION 


Mr. Evins. Will you please give us your name and the organization 
you represent and then peweetdl 

Mr. Davipson. My name is George Davidson, and I represent the 
Reserve Officers Association. 

Mr. Hatieck. May I inquire whether the amplifier is working or 
not’ Can you hear out in the audience? 

Go ahead, Mr. Davidson. 

Mr. Davinson. Distinguished members of the committee, Governor 
Schricker, and ladies and gentlemen gathered here this morning, the 
role of small-business organizations scattered throughout this commu- 
nity and other communities over the Nation is becoming increasing], 
important day by day and year by year due to the advent of the 
atomic age and, with it, the potential destructive power of hostile 
atomic weapons necessitating wide dispersion of various organiza- 
tions and industries critically essential to the preservation of our 
national way of life. 

One of the numerous problems of extreme importance that con- 
tinues to plague small business today is that of manpower—spe- 
cifically, personnel procurement, personnel education and training. 
personnel utilization and retention. 
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Small business, in general, is singularly noted for its effort in 
utilizing most all of an individual’s qualifications, attributes, and 
skills. In addition, unending activity designed to encourage lasting 
personne! retention is normally a part of small-business policy. 

By the very nature of their economic capabilities, innumerable small- 
business establishments operated with limited numbers of well-quali- 
fied, well-trained individuals, many of them functioning in misltiphs 
capacities, and certain of them key persons within their organizations, 
performing with unlimited authority and responsibility. 

The problem of personnel procurement to replace the loss of any 
given individual of merit prt extended longevity within any given 
small-business organization is very real. 

Further, the problem of educating and training replacements for 
the personnel loses brought about through normal attrition is usually 
most difficult due to limited training facilities, equipment, and train- 
ing personnel. 

To further complicate the plight of the small-business man, since 
the outbreak of hostilities in Wetes and-under the conditions of a lim- 
ited mobilization, a number of business organizations have been con- 
fronted with serious problems in connection with certain of their key 
personnel who have been and are now, in fact, members of one of the 
civilian components of the Armed Forces. 

Some of these organizations who have Reserve personnel in re- 
sponsible positions within their a are now engaged in pro- 
duction directly linked to the national-defense effort. 


Others are engaged in defense production operating with defense 
subcontracts. Still others are engaged in service-type operations that 
might well be viewed as essential within the full meaning of the 


national interest. 

It would seem logical to assume that every effort made by the De- 
fense Department to encourage personnel stability within organiza- 
tions contributing either directly or indirectly to the defense effort 
would be both sound and necessary under prevailing manpower con- 
ditions, 

However, the exact reverse of this policy has been true in some in- 
stances in this city. ' 

One example is that of a small industrial organization within the 
community now at work with several defense contracts. A highly 
trained, technically skilled reservist employee was just recently re- 
called to duty leaving a vacancy that definitely impairs the efficient 
operation of that organization. 

According to the statement of the operator of the establishment, 
the time required to adequately train an individual to meet the effi- 
ciency and competency index of the individual withdrawn from the 
organization would be approximately 4 years. He also stated that 
the absence of the individual concerned, coupled with inability to re- 
place him for an indefinite length of time, has caused an approximate 
20-percent loss of production efficiency. 

Still another example is that of a small industrial corporation en- 
gaged in the production of metal stampings and the like; total per- 
sonnel strength of approximately 115 persons, operating with defense 
contracts, who recently lost an assistant foreman through recall to 
the Armed Forces. In addition to this, the president of the corpora- 
tion himself recently received notice of possible recall resulting in 
extreme confusion and consternation. 
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Another example is that of a service-type organization, personne] 
strength of approximately 19 individuals, one of whom has been lost 
to the company, another to be lost in April, and the possibility of fur- 
yay losses through recall to the armed services at some period in the 

uture. 

In direct conversations with limited numbers of small-business men, 
it can be stated that they, as a group, are definitely desirous of avert- 
ing any discrimination between reservists and nonreservists in con- 
nection with the employment of replacement or additional person- 
nel, and the promotion of qualified persons within their organizations. 
But past experience dictates that present Reserve personnel must be 
viewed with extreme caution, and if additional Reserve personne! are 
taken into their groups they must not be utilized to fill extremely val- 
uable position vacancies when and if they arise. 

Yes; it seems quite obvious that a 21-day notice to appear for 
recall to Federal duty, a 30-day notice, a 4-month notice, or even a 
6-month delay in call, under conditions of a limited mobilization, 
all are quite unrealistic and impractical in light of the importance 
that a responsible individual plays in the total successful operation 
of a small-business establishment. 

Approaching the problem from the viewpoint of a member of one 
of the civilian components, it is a known fact that the Reserve recall 
policy, as it has existed over the post several months, has been most 
confusing and complex. * 

Reservists in important positions in business have found it difficult 
to develop operational planning in which they were to play a major 

art. Business, on the other hand, has been and is today insecure in 
its thinking regarding Reserve personnel. The result of the entire 
situation is, of course, lack of efficiency and stability, which leads 
to confusion and indecision. 

Daily, additional responsibilities are passed on to small business 
by such Federal agencies as the National Production Authority, 
Office of Price Stabilization, and others. 

Certain reservists in essential positions in business are called upon 
to administer the directives as one of their functions in addition to 
their established responsibilities. All of these functions require 
time—often in excess of what might normally be considered a stand- 
ard workweek. 

Time, however, that is necessary to devote to the many problems 
as they arise, if the business is to exist in face of exacting demands. 
More and more, it is becoming increasingly difficult for certain re- 
servists to maintain the highest degree of efficiency in the perform- 
ance of their mounting responsibilities within a business enterprise, 
and at the same time keep pace with increasing demands of the Re- 
serve program. 

Gentlemen, it would appear that this problem deserves careful 
and intelligent study. Small business must be afforded a clear-cut, 
well-defined personnel policy as relates to members of civilian com- 
ponents in a limited mobilization if it is to successfully carry on its 
mission of contributing its part to the national economy in the best 
interests of the Nation. : 

Reserve personnel, on the other hand, must also be thoroughly 
informed of the policy in order that proper concentration of effort 
may be launched in the interest of producing to the point of maxi- 
mum efficiency without impairment of performance. 
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Such policy would also be most helpful to the many military dis- 
tricts throughout the Nation in the proper administration of the 
country’s Reserve forces. 

It must be remembered that the very life of a sound, efficient, small- 
business enterprise lies within its working personnel—those who keep 
the wheels of progress turning day after day. 

It is equally important that in the interest of the security of this 
Nation and all that it represents, there must be a strong, virile reserve 
force capable of repelling any act of aggression on the part of an 
unfriendly power. 

The problem of coordinating the two interests, or that of com- 
plete divorcement, one from the other, deserves the utmost of care 
and consideration. No effort should be spared in working for a sound 
and equitable solution. 

Mr. Evins. Thank you, Mr. Davidson, for your splendid statement. 
I rather judge you are testifying both as a Reserve officer and a small- 
business man ¢ 

Mr. Davipson. That is correct. 

Mr. Evins. The question you have touched upon is certainly most 
important to the manpower ree pearson at this time. What time 
limitation would you say should be provided to a Reserve officer 
and a small-business concern before they should be called up to duty? 

Mr. Davipson. That would be difficult to answer, or rather, that 
is a difficult question to answer. Obviously, I am not familiar enough 
with the entire over-all picture to be able to make an intelligent ap- 
proach to that, but I would say on the average that the time provided 
the individual and the business should be at least sufficient to provide 
for the business itself to at least make temporary provisions, if at all 
possible, to make a replacement of that person. 

Mr. Evrns. You are talking about trained skilled personnel ? 

Mr. Davinson. That is right. 

Mr. Evrns. Mr. Halleck. 

Mr. Hatieck. Mr. Chairman, I don’t care to prolong the matter, 
except to make this observation, that first of all, you have presented 
here, I am quite sure, a problem that has not heretofore been presented 
to the committee. 

So far as Reserve people are concerned, most of them have already 
served quite a stint m the armed services, and as I understand your 
statement, they are ready, if we have a total mobilization and they 
have to be used, they are ready to go. 

However, from the standpoint of the protection of small business, 
they should not be taken unless absolutely necessary, and certainly 
if we can fill the ranks with other people who have not done that 
stint of service, that is what we ought to do, and that is what we 
are going to try to do in the new draft-extension measure presently 
before us, 

Mr. Curtis. I have two questions, and one is qualifying. Of 
course, you have been talking about Reserve officers, but that applies 
to the enlisted men, too. Frequently some of your best technicians 
might be in the enlisted reserves. 

The other question I have is really not exactly in line with what you 
have been discussing, but on the general manpower problem in some of 
the communities in which we have been, we have found that there have 
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been advertisements in the papers to get skilled workers to go to other 
sections of the country at a better price and better working conditions. 

Have you in Indianapolis, in this area, experienced any of that / 

Mr. Davinson. Not to my knowledge; not to any marked degree. 
at least. 

Mr. Evins. Mr. Brownson. 

Mr. Brownson. Would a plan of the armed services to let the re- 
servists know approximately when they may be called—in other words, 
perhaps to reverse the point system by which they were released froi, 
active duty, so that you might have a rough idea in within a mont) 
or two to know when they were to be called? Do you think that woul! 
fit into the type of thing you are interested in ¢ 

Mr. Davipson. That may be a means to the end. It may not be a 
perfect solution, but at least it seems it would be equitable, at least to 
start with. 

Mr. Brownson. In other words, considering dependents, age. 
amount of combat service, and so forth, in order to arrive at some 
means of determining a possible priority for calling them back in. 

_ Mr. Davinson. Of course, under the conditions of limited mobiliza 
tion. 

Mr. Brownson. Thank you very much. 

Mr. Evins. The committee will now call Mr. T. G. Sinclair. 


STATEMENT OF T. G. SINCLAIR, VICE PRESIDENT, KINGAN & C0. 


Mr. Evins. You may be seated, sir. Please give your name and the 
name of your organization. 

Mr. Stuncuair. I am T. G. Sinclair, vice president and treasurer of 
Kingan & Co., who are meat packers. 

Mr. Evins, and members of the committee, after talking to Mr. 
Brownson about the possibilities of presenting some of our problem: 
growing out of the defense program, it seems best to restrict myself 
to a discussion of ceiling prices since others are better qualified to talk 
about material shortages, difficulties of obtaining contracts, and wage 
stabilization. 

I shall only mention in passing that at wp, et we have had trouble 
in determining what our ceiling prices are because of amendments 
of the original order, that cancellation of contracts negotiated before 
the effective date of regulations has been very costly and that generall) 
we and our customers are thoroughly confused. 

I cannot blame these conditions on the people who are trying to 
administer the law because the job of freezing prices or setting fixed 
prices is one which is basically impossible. 

Meat, over a long period, is one of the largest items in the house- 
wife’s budget. That is one reason why meat is mentioned early as 
soon as price controls are considered. 

What are people trying to do when they ask for price controls and 
for freezing the price of meat? Stated simply, they would like to be 
sure they can buy as much meat as they want without paying too much 
for it. They hope that by preventing the price from rising they wi!! 
be able to have more meat or spend less for the meat they buy. I do 
not believe these people realize that what they are asking for is a 
change in the basic forces which control the distribution of all meat. 
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Price is a form of rationing the available supply among those who are 
willing and able to pay for the quantity of meat which has to be sold. 
By fixing prices at fixed ceilings we remove a delicate balance and 
create a vacuum which has to be filled somehow. In other words, we 
substitute one kind of rationing for another. Let me illustrate what 
I mean. 

Suppose that my wife wants to buy a 6-pound roast of beef. At 
yresent she can go to the store when she comes home from work, and 
if she has enough money can buy the roast of beef. The price has 
kept a supply available for her. Now if the price is reduced, more 
people will buy beef roasts and the butcher will sell out early. Before 
she is able to go to the store, because she works, the supply in the 
shop will be sold. Under these conditions time becomes the rationer, 
not price, 

Eight years ago we tried to ration meats so that everyone had an 
equal share. This, as you recall, involved paper stamps. The diffi- 
culties and discomforts of this are still fresh in your minds. 

The housewives who do the buying for the family taken altogether 
decide what the price will be. When they think prices are too high 
they stop buying, and prices come down. When they have more 
money, or are afouid of a shortage, they stock up and compete with 
each other by paying a higher price. 

Actually this has been one of the great freedoms—the right of each 
»erson to spend what money he has for whatever product he wants. 

f the price of beef is too high for the housewife, she buys pork or 
poultry. If her family’s income increases, she buys more beef. This, 
of course, is not possible with price ceilings, because when she goes to 
the store she can buy more beef only if the butcher has it. 

We have never had enough meat in this country to satisfy all our 
wants. The only way we have been able to increase the supply of 
meat is to make it profitable for the rancher and the farmer to raise 
more livestock, and that is what has been happening for the past 
several years. The farmers of this country have been doing a good 
job of giving us more meat to satisfy our meat appetite, only we are 
not satisfied yet. 

Twenty years ago our farmers marketed about 12,000,000 head of 
cattle. Ten years ago there were about 16,000,000 head raised and 
marketed. This year we expect there will be more than 20,000,000. 
The human population has increased, but not so fast as the supply of 
beef. In 1930 the average person ate about 50 pounds of beef. This 
year the average person will have about 65 pounds of beef. More 
people have been able and willing to pay enough so that the farmer 
will take the risks of raising more and more cattle. If we want to 
have more beef to eat, the only way we can get it is to pay the farmer 
enough to make it profitable for him. It costs more money now to 
raise beef than it did 20 years ago. Feed costs are higher, labor is 
higher, all kinds of supplies are higher, and even taxes are higher. 
We have to pay more i beef if we want the farmer to continue to 
produce more. An increase in supply, of course, has the seeds of a 
lower price in it. 

It seems to me that increased production attacks one of basic causes 
for high prices. A doctor wouldn't prescribe a salve to put on a 
scarlet fever rash. Instead he gives penicillin, or one of the anti- 
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biotics, which gets at the infection at its source. Like the salve, price 
controls attack the symptom but do not have any bearing on the causes 
of that symptom. Greater production, on the other Taek will in- 
crease the supply and will be far more effective in preventing a 
runaway price. 

The price administrators intend to do their best to enforce the laws 
and regulations. More power to them. If the ceiling prices for 
meat are set below the price at which supply and demand are in 
balance, the pressure to surmount the ceiling will be so great that 
large quantities of meat will move into the black markets. No coun- 
try has ever had a more effective police force than Germany had 
under Hitler and yet we are told that black markets flourished in 
Germany. I say this to remind you that enforcement of an unpopular 
law has never been possible. 1 

We recognize that the meat-packing industry has grown up in a 
free economy. Only in a free economy can it continue to develop. 
But it is not only in the packers’ interests that prices should be 
free. The farmer benefits through better utilization of crops and 
land and the housewife benefits by a greater supply of meat if prices 
fluctuate to make automatically whatever adjustments are necessary 
because of changing populations, changing earning powers, and 
changing sarieatanal conditions. 

The law under which price ceilings are imposed expires on June 
30. I believe that the Congress should consider seriously whether it is 
wise to extend the authorization to the administration to continue 
the control of prices or whether it is not better to rely on increased 
production to prevent runaway and inflationary prices. 

That is all I have to say. 

Mr. Evins. Thank you, Mr. Sinclair. 

Would you tell the committee whether or not in your experience as 
' a meat packer there is a normal or increased or reduced flow of live- 
stock to your slaughterhouse? 

Mr. Srncuiair. There has been over the past several years, and it is 
still increasing, an increase in supplies. We anticipate that under 
normal conditions that will continue. 

Mr. Evins. That is contrary to some of the testimony which the com- 
mittee has received elsewhere, that their live-stock is being held back 
or not being produced, and that is one thing that is causing the meat 
shortage. 

Mr. Sunciarr. I was speaking of it in the over-all. Currently beef 
cattle are being held back, I believe, but I think when you get to the 
cause of that you will find it is because there are so many rumors, 
when and if price ceilings are coming in, that is, fixed price ceilings, 
that the farmers are willing to gamble on that rather than to rely on 
the impact of a free market. 

Mr. rae: I agree with you that increased production would bring 


about a supply of meat to the housewife. Here in this great food 
basket of Indiana and the heart of America you get the spirit of in- 
creased production. 

Mr. Hauueck. Well, without undertaking to pass on the proposi- 
tion of doing away with the price control law completely, I would 
make this suggestion for myself, and certainly for the committee, that 
one thing we are trying to do is to up production, and to avoid the 
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stopping of production. That is unnecessary, because everyone with 
an ounce of brains ought to realize that if we can keep production up 
then we are really getting at one of the very principal causes of inflat- 
tion that could be ruinous and that, as I say, is what the committee is 
trying to do. 

Let me ask you specifically, you were in this business in World War 
II when we had meat ceilings? 

Mr. Srxciam. Yes. 

Mr. Hauieck. And it did not work very well. Will they work if 
we go to ceiling and rationing? 

Mr. Srncrarr. It depends upon the level entirely. If the level of 
rice ceilings is set so high that they are not effective, they will work 
ne. [Laughter.] 

Mr. Hatiecx. And that would not be very effective price control. 

That would not please the housewife very much. 

Mr. Stncriare. And if they are set so low that economically the 
supply of meat is less than the demand at that level, they would not 
work. The black market will be back with us in no time at all. 

Mr. Hatieckx. Down in Mr. Evin’s State of Tennessee the other 
day we had a shoe manufacturer present, and he was concerned by the 
imposition of price ceilings on meat, because he said that would cer- 
tainly divert a lot of the hides from the normal channels of trade 
that produce the leather for the shoe manufacturer, and hence will set 
up that additional difficulty. 

Mr. Stnciatr. That goes beyond leather. Take the drugs that we 

t under Federal inspection, that production would be lost under a 
Black market operation. 

Mr. Hatieckx. Yes; I well recall that Eli Lilly reported that situa- 
tion back during World War II. 

Mr. Curtis. Following through on that, your byproducts that you 
obtain from meat.slaughter certainly would not justify slaughtering 
an animal. The main reason for slaughtering is for meat, from an 
economic standpoint ? 

Mr. Srvcriair. Yes. 

Mr. Curtis. Is meat presently going into other channels than 
through the regular pattern ? 

Mr. Stnciam. To some extent it is, but during the last week we had 
a very sick market in meat all over the country, and I think it is getting 
back to the regular channels again. 

Mr. Curtis. You don’t actually believe there is a meat shortage ? 

Mr. Stncrai. No. 

Mr. Curtis. But simply because if we keep on becoming more and 
more meat eaters we have to increase that production or there would be 
a greater demand than a supply ¢ 

Mr. Srvciair. Yes; but I think for the basic economy of our country, 
and for the desires of the public generally, we can support a good deal 
more meat than we have now, or ag in the past. 

Mr. Hatieck. Will the gentleman from Missouri yield ¢ 

Mr. Curtis. Yes. 

Mr. Hauxeck. I saw a report that someone was about to propose a 
eee excise tax on meat or beef. That would just aggravate the 

uheulty 

Mr. Sryciarr. Well, when you consider it from the packer’s stand- 
point, we have a margin of a quarter of a cent a pound, and a 20 percent 
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excise tax, which would be some place around 8 to 10 cents a pound. 
would be something to stick into the spread there. 

Mr. Curtis. I have one final question. Do we export a great deal of 
meat ¢ 

Mr. Srvcuarr. I do not have my figures, but I think we are in- 
porters rather than exporters. 

Mr. Curtis. In any event, you in Indiana would not do any ex. 
porting ¢ 

Mr. Sunciar. Yes; we have a connection on the other side of the 
water, and we have recently been exporting lard, but that is the first 
we have done since 1939. 

Mr. Curtis. That is very interesting. Thank you. 

Mr. Evins. I was going to ask you initially whether or not you felt 
that price controls sloukt be on the hoof in the field, or at the packer’s 
level, or at the retail level, but I rather gather from your testimony that 
you don’t want it anywhere ¢ 

Mr. Suncare. I don’t want it anywhere. 

Mr. Brownson. Mr. Sinclair, under the price controls that you have 
now on your hides and byproducts, how are you getting along! Do 
you think these controls are written well, applied well, or what sugges. 
tions or criticisms would you have? I think you and I considered the 
matter of hides at one time. 

Mr. Srncuatr. What we were talking about there was a question of 
rolling back the price on hides and the abrogation of contracts, Chuck. 
The hide order, when it came out, which was one of the first ones, can- 
celed contracts. The way hides are sold is, very largely, you sell your 
month’s production ahead of time, and that is fae, when they are 
fully cured. That means, of course, that as of the end of January we 
have sold most of our February production, but when the February 
market came along we found that the contract had been canceled by) 
action of the ceiling price regulation. 

Now, the orders are written so that you can understand them. You 
have got to interpret them, I will admit that, and sometimes the 
interpretation which the local offices put on them, and what your 
interpretation is, are quite at variance. We have had some trouble 
with that. 

Mr. Brownson. Did they help you out of that hide situation / 

Mr. Sinciarr. No. 

Mr. Brownson. In other words, you took a beating on hides for the 
month of January? 

Mr. Srncrarr. That is right. We had our hides sold and had not 
delivered them, but had to deliver them at a lower price. 

Mr. Brownson. Thank you. 

Mr. Evins. May I say that we are all trying to lick this problem of 
inflation. 

We have had with us at previous hearings a representative of the 
Office of Price Stabilization, but he is not here a om It is going to 
take the patriotic cooperation of a lot of fine Americans in order to 
prevent inflation at all levels. | Applause. | 


STATEMENT OF SAM SAMPSELL, TEN POINT TRIM CORP. 


Mr. Evins. Mr. Sampsell, I am advised that we are proceeding 
rather slowly with the number of witnesses we have. We will be 
delighted to hear from you. 
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Will you give your name and your organization, and then proceed. 

Mr. Sampseit. Thank you. T am Sam Sampsell, and I am repre- 
senting the Ten Point Trim Corp. and all of the other small corpora- 
tions using aluminum. 

I would like to give you the plight of my company, which I believe 
is indicative of the plight of many small companies like myself. 

We manufacture and distribute an aluminum product used as 
interior casing and plaster ground in the construction of new homes 
and buildings. 

In reading the newspapers I see where we have been given a 30-day 
stay of execution. However, we have seen nothing as yet officially 
on this matter. When we are officially notified we probably still 
won’t know whether we are in business or not, as the regulations seem 
to be a matter of interpretation, which is one of the reasons why we 
are here today. 

Our company is probably one of the smallest of the small manu- 
facturers, but we feel that our product has a place in the present 
national situation. 

We have spent considerable money, time, and effort in pioneering 
our product, both locally and on a national scale, apparently to no 
per 

We have many, many requests for our products in our files, if we can 
assure purchasers of delivery. In our contacts, both nationally and 
locally, the chief interest in our product is the element of time and 
labor saving. ° 

Gentlemen, we are primarily interested in remaining in our present 
business. However, if the Government prohibits us from manufac- 
turing our product, we would like to, if possible, have help in getting 
a subcontract for the manufacture of some other type molding that 
we can produce on the machinery we now have. 

Goatees I have not gone into the technical details involving the 
application of our product, because of the time element involved. 
Hodetae, I have placed in each of your hands one of our brochures 
which in itself explains our product. Basically, it replaces the con- 
ventional trim, which is woodwork used around the windows and doors 
on the interior of new constructions. 

Although our product is a trim and a molding, it is primarily used 
as a plaster ground, which is not listed in the National Production 
Authority restrictions under section 6, list A. 

The contemplated action of the National Production Authority 
in putting us out of business is working an undue hardship on our 
company, in that we manufacture one product only. 

Gentlemen, on February 7, 1951, we wrote the Office of National 
Production Authority in compliance with section 10, NPA regulation 
No. 7, as amended February 2, 1951, and as yet we have had no answer. 

That letter is as follows: 

Mr. WiLiamM F. Rienror, 


Office of National Production Authority, 
Indianapolis, Ind. 

Dean Mr. RicHror: Pursuant to your talk last week with us, I am writing to 
you to make my product a little more clear and to try and find out if there is any 
chance for us to get aluminum in quantities that will justify the tremendous 
demand for our product. 

We will appreciate any help your office can give in determining our future 
operation, 
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Perhaps I am a little bit prejudiced about our product, but I am of the opinion 
that our trim is something the Government should be very much interested in 
from the standpoint of manpower, saving other materials, freight space, and 


the speeding up of new construction. 
The installation of our trim does not require any skilled labor, thus, making 


labor available to the war effort. 
Our trim saves other materials normally used in the construction of new homes 


and buildings, making those materials available for other uses and eliminating 


the labor for their installation. 
We can ship our product by rail or truck in about one-third of the space re- 


quirea for shipping the materials our product replaces in the new home. 
All of these things added together amount to a great deal as far as the war 
effort is concerned, and I think we should be given a little bit of consideration 


along with the so-called “Bigs” in American industry. 
Our small corporation is made up of three War II veterans and has only been 


in business 2 years, so you can see we certainly want to remain in business if 


possible. 
We do not feel, however, because we are vets that we are entitled to the moon. 


All we ask is a chance to do our part in helping build more and better homes 
and buildings a little bit faster and more economical. 

Any action the National Production Authority can take to remedy our situa- 
tion will certainly be appreciated. At any rate, we would like to have some 
sort of a definite answer regarding our future. 

May we please have an early reply? 


Yours very truly, 
Ten Potnt Trim Corp., 


Frep H. SAMPSELL, President. 


Mr. Evins. Thank you, Mr. Sampsell. 

Mr. Sampsect. Just a minute, sir. 

Mr. Evins. Excuse me. Go ahead. 

Mr. Sampseiy. Gentlemen, I have a question : 

If we are not entitled to an allocation of aluminum under this 
particular paragraph, in section 10, NPA regulation No. 7, as amended 
February 2, 1951, who is? 

Mr. Evins. Thank you, Mr. Sampsell. And may I say that the 
committee is in agreement with you, that you should have an allo- 
cation of aluminum, and that you should certainly have a proper 
answer to your inquiries directed to Government agencies. 

1 want to say further regarding the so-called death clause in the 
use of aluminum, that it was this committee that was instrumental 
in getting a 30-day postponement of that particular order. 

Mr. Sampseiy. Yes, sir. 

Mr. Evins. Of course, national defense requirements anticipate a 
larger use of aluminum, and the stockpiling activities of our Govern- 
ment is also taking other large portions. We have had before our 
committee representatives of the Government departments in execu- 
tive session, and while we cannot disclose the figures, we feel that 
with the increased production of aluminum and otherwise, essential 
small business should be allowed to continue, and the committee is 
very sympathetic with your problem. 

Mr. Hauieck. Well, do t understand now that you don’t know 
whether you are in that list of 200 items that were supposed to come 
under the death sentence? 

Mr. Sampseiy. Yes. The primary application is as plaster ground, 
which is not covered. 

Mr. Hatxeck. Well, I don’t know whether Mr. Bartlett could give 
us any information on that or not, Mr. Chairman. 

Mr. Evins. Yes, I want to call on Mr. Bartlett after the Members 
of Congress are through. 
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Mr. Curtis? 

Mr. Curtis. I would like to hear from Mr. Bartlett, if I could 
reserve my question. I would like to know, myself. 

Mr. Evins. Mr. Bartlett of the National Production Authority. 

Mr. Bartierr. I don’t believe that we could give you a specific 
answer to your question before we could determine just what the 
problem is; that is, we could determine just what your product is. 
I can assure you that I happen to represent the Office of Small Busi- 
ness of NPA, and we are vitally interested in your problem, as well 
as any other small-business people present, and we will be glad to 
handle any individual problems at a meeting following this session, 
and I will also see that you get a reply to the letter which you referred 
to our local office. 

Mr. Evins. Have you been in contact with your local representa- 
tive here ¢ 

Mr. Bartierr. Yes, and he is agreeable to meeting with us to- 

ther. 

Or. Curtis. Now, I would like to ask one question about your source 
of aluminum supply. Of course, I suppose they just won’t give you 
the materials; is that right ¢ 

Mr. Sampsety. No, sir; we have not been able to get all the alu- 
minum we could actually sell. 

Mr. Curtis. What percentage are you getting? What is your cut- 
back ¢ 

Mr. Sampseti. Frankly, we are probably, I imagine everybody 
seems to consider us on this list, and we are not entitled to buy any 
aluminum. 

Mr. Curtis. I mean, what are you actually getting? What is your 
situation right today? What percentage of what you do want are 
you getting ¢ 

Mr. Samrseti. Well, probably—I would say maybe one-tenth. 

Mr. Curtis. You are only getting one-tenth of what you actually 
could use right now ¢ 

Mr. Sampseiy. Yes. 

Mr. Curtis. Let me ask one other thing: Is your product used 
in the housing projects around this area ? 

Mr. Sampsevy. Yes, it has been approved by the Federal Housing 
Authority. ‘ 

Mr. Curtis. Of course, defense housing is one of our problems. 
Now, your normal source of supply is from which of the aluminum 
companies ¢ 

Mr. Sampsetyt. Reynolds. 

Mr. Curtis. And Reynolds has cut you back? 

Mr. Sampsety. Yes. 

Mr. Curtis. Do you have any information about the availability 
of aluminum in the way of other people, other people in Indiana 
stockpiling it, or do you know whether aluminum exists ? 

Mr. Samrseti. Let me give you a little experience. I am in the 
Indiana National Guard, and I command an infantry battalion, 
which takes about three nights of my time. Sunday I was talking to 
some men in Frankfort, and they told me they were afraid they 
were going to be laid off. I said, “Where do you work?” They said, 
“We work for the Aluminum Co. of America.” I said, “What is the 
trouble?” They said “There is no work.” I said, “Where is all this 
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aluminum that is supposed to be stockpiled for the Government /” 
He said, “There is plenty made, but there is nothing for us to pro 
duce for industry.” 

Now, this was from a man who works in the plant. Whether «+ 
not he is famiilar with the situation as it really exists or not, I cou|:| 
not say. 

Mr. Curtis. We are very interested in that problem, because there 
are many who question whether there actually is a shortage of iia 
terial. It might be distribution. 

Now, one final question: Do you use secondary metal, or do you 
have to use the original? 

Mr. Sampsev.. Original. 

Mr. Curtis. You have to use the original metal ¢ 

Mr. Sampseiu. Yes. 

Mr. Curtis. So aluminum scrap would be of no advantage to you? 

Mr. Sampseiy. No. 

Mr. Evins. Mr. Brownson ? 

Mr. Brownson. Is this made by an extrusion process? 

Mr. Sampseit. No; that is a rolled process. 

Mr. Brownson. You buy the strip aluminum, in other words, and 
process it yourself? 

Mr. Samesext. That is right. 

Mr. Brownson. Does that strip aluminum that you buy have to be 
virginal aluminum, or could it be aluminum remade from scrap? 

Mr. Sampse.i. I am not familiar enough with the chemical content 
of the various types of aluminum to intelligently answer that question. 
However, I do believe that it would take virgin aluminum. 

Mr. Brownson. You believe it would? 

Mr. Sampsewi. Yes. 

Mr. Brownson. Thank you. 

Mr. Davmas. I have one question. For the record, Mr. Sampsell. 
will you explain what a plaster ground is? 

Mr. Sampsevy. A plaster ground is a ground that a plasterer uses 
in plastering along the wall, when they come to a door or window 
opening ; in other words, something to stop against. 

Mr. Dautmas. Thank you. 

Mr. Hauteck. I have just one observation. Of course, I was inter- 
ested in your statement as to the employees of the Aluminum (o. 
of America. I take it that they would be employed in the extrusion 
plant at Lafayette? 

Mr. Sampsext. In all probability. 

Mr. Hatieck. I might also add that this committee has already 
heard from a great many people who do use extrusions, who are having 
trouble in getting them. It would be a matter of great interest if 
the extrusion capacity of the Lafayette plant is not being used. If 
the aluminum is there and could be turned out in extrusions, that 
would be valuable. That, as I say, would be a very interesting circum- 
stance, and possibly we can find out something about that tomorrow, 
because we are going to be in Lafayette tomorrow. 

Mr. Sampse.y. You see, Congressman Halleck, the Aluminum Co. 
of America does not, as I understand it, use or produce sheet meta! 
which we use. In other words, all the production of the Aluminum 
Co. of America in Lafayette is the extruded product. 

Mr. Hatieck. That ts right, but the Aluminum Co. of America 
does make sheets in their mill at Knoxville, Tenn. 
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Mr. Sampseiy. Surely. 

Mr. Evins. Have you given any consideration to the use of substi- 
tutes in your industry ? 

Mr. Sampsevi. No; frankly, we have not. It would be quite a 
considerable expense, and as I said before, I am a small business and I 
don’t have a lot of money, and we have not given too much considera- 
tion to that. In fact, we probably could. I think, if anything, it 
would probably be plastics, and I believe it would take at least a year’s 
research and study before we knew whether or not we could use 
plastics. 

Mr. Evins. I believe you said you had not built a historical basis for 
allocation. 

Mr. Sampseit. That is right. 

Mr. Curtis. I might make this observation, that there is a shortage 
in plastics, too, ory. 

Mr. Hautieck. Yes; we found that out in Nashville. 

Mr. Evins. Thank you for your statement, sir. 

Mr. Samrsei.. You are welcome. [ Applause. | 

Mr. Evins. Mr. Daniel B. Fettig will be our first witness. 


STATEMENT OF DANIEL B. FETTIG, HEINZ MANUFACTURING CO., 
ELWOOD, IND. 


Mr. Evins. Will you give your name, your organization, and then 
the committee will be pleased to receive your testimony. 

Mr. Ferrre. My name is Daniel Fettig, and I am from the Heinz 
Manufacturing Co. located in Elwood, Ind. 

Our problem is the procurement of the necessary raw material, 
mill-priced steel wire, to manufacture our products. Our company 
is engaged primarily in the manufacture of oven racks for home 
cooking ranges such as Roper, Magic Chef, Norge, Florence, Cham- 
bers, Newark, Marion, and Maytag. We also manufacture our own 
line of floral display racks. 

Before I go into more detail on our wire situation, I would first 
like to mention some of the history of our company and the community 
in which it is located. 

Elwood is a small city of about 12,000 people and through the 
years our city has had and lost many businesses, such as the American 
Sheet & Tin Plate Co., the Pittsburgh Plate Glass Co., the MacBeth- 
Evans Glass Co., the Ames Shovel & Tool Co., the Indiana Box Co.., 
and the National Trailer Corp. This of course left little employment 
in the city, and Elwood was more or less a ghost town for years. 
Many attempts were made from time to time to get new industry 
in Elwood and to keep it there. Asa result of these attempts several 
small industries were started or purchased from outside interests. 
Our company, Heinz, was purchased about 4 years ago by a group of 
civic leaders to keep it a going business and in the city of Elwood. 

In our first full vear, 1948, we used 580,000 pounds of wire, pur- 
chased from one mill source. In 1949, along with the general business 
decline, we had a labor strike which lasted the better part of the year. 
We used only 122,000 pounds of wire, again from one mill source. 

In 1950, as the result of a vigorous sales campaign, our business 
expanded and we used 1,270,000 pounds of wire, purchased from four 
mill sources. Now for the first half of 1951, we are scheduled to 
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receive a total tonnage of 302,000 pounds of wire. At this rate, and 
we see no improvement, our total for the fiscal year of 1951, will be 
604,000 pounds. This is less than half of our 1950 purchases. 

The reason for this drastic reduction in tonnage is because we have 
only one of the four sources that supplied us in 1950. We were told 
by these three mills who cut us out entirely at the very start of this 
year, that we did not have a sufficient buying past with their com- 
panies during the first half of 1950, on which their allotments for 1951 
were based. The majority of our wire in 1950 was purchased during 
the last half, however, we cannot understand how any new com- 
pany, or comparatively new company such as ours, can have a long 

uying past. 

Ve realize our country is in a state of emergency and that mills are 

uired to set aside a certain percent of their tonnage for defense 
orders, but we feel the mills have not been asked to allot over half their 
tonnage for defense work, yet that is how we have been affected. On 
the other hand, we have been offered steel wire for as much as three 
times the mill price from the east coast to the west coast. We are at a 
loss to understand this situation. Small businesses such as ours are 
being forced to consider the purchase of this high-priced wire, in 
order to keep our doors open. 

If we do purchase this high-priced wire, and are not able to raise 
our prices, we will operate at a terrific loss. If we don’t buy this high- 
priced wire, our plant will most certainly go down, for it is impos- 
sible to shrink our expanded business back to the way it was in 1948 
and 1949. Therefore, as it now stands, we will go out of business either 
way. 

Just a few days ago, I talked to the Chief of the Wire Section of 
the NPA in Washington, and explained to him our problem. He 
agreed that our tonnage from the mills had been cut too much, but 
that he was not in a position to guarantee any assistance. He did 
say that he would contact the mills that cut us out, but probably 
would not be able to get more than 20,000 pounds per month, if any. 

During the last three months I have contacted a dozen mills 
throughout the country, without the slightest success. I have also 
been in touch with warehouses all over the country, with the same 
result, no wire. 

We saw this material shortage coming on, just as many businesses 
had, and months ago we started working on Government bids. We 
quoted on everything that we could, taking a lot of time, doing a lot 
of work, and spending a lot of money, in trying to get a defense order. 
We have also contacted many large companies for athe of them say, 
they do not have the work to let out to subcontractors yet, Others, 
who have defense orders, say that our prices are in line, but that they 
will not be ready to produce for some time to come. 

We cannot survive this long waiting period with civilian produc- 
tion on less than 50 percent of our wire needs. 

We sincerely hope that the Heinz Manufacturing Co., along with 
other small businesses, will not be added to the already long list of 
companies that Elwood has had and lost. 

Mr. Evins. Thank you very much, Mr. Fettig. 

Mr. Halleck. 

Mr. Hatteck. Here, Mr. Chairman, is something that occurs to me, 
and it is something that has occurred to me as we have listened to the 
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testimony before the committee. It is this, you tried to get sub- 
contracts and the prime contractors say that they are not in operation 
yet to the point where they might be able to give you something. 

If that situation is widely prevalent, Mr. Chairman, then where is 
all the steel going? Is there really the shortage that is affecting so 
vitally the preservation of small business? [Applause.] And I 
might say that certainly we are interested. People out here know 
all about Elwood. The people of Elwood, who tried to get a business 
like this going, ought to be commended, and while there will be casual- 
ties in the mobilization effort, we should not have any more casual- 
ties than we just have to have. [ Applause. ] 

Mr. Curtis. I want to join in Mr Halleck’s sentiments, and state 
that when we left Washington on the trips and hearings, we were 
told that there was a little black market, that it was just spotty, but 
unfortunately it is everywhere, and if there is a shortage, I don’t know 
how the material gets into it. 

Incidentally, we want to get any more information we can from any 
of the businessmen as to how the material gets into the black market. 

Do you have any suggestions along that line, on your particular 
product, or rather your material, which is wire? 

Mr. Ferrie. I don’t know how it gets there; no. 

Mr. Curtis. We have not found out yet, but we are going to. 

Mr. Evins. The witness stated that he had received quotations from 
various suppliers on price increases. I don’t recall the exact amounts, 
but if you would make those quotations and those sources of supply 
known to the committee, if there is any black market developing, that 
might be evidence in your regard. 

Mr. Brownson. Is it your opinion that these prices are black market 
quotations? Are they quoted to you on a regular list, or is it a case 
where they are advertising in the newspapers and you have to con- 
tact them 

Mr. Ferrie. It is telephone conversation. 

Mr. Brownson. It is a telephone conversation. That smells like 
black market, doesn’t it ? 

Mr. Fertig. Yes; it does. 

Mr. Hatieck. How does a black market smell ? 

Mr. Curtis. Well, it stinks, it doesn’t smell. 

Mr. Brownson. It smells bad to the people. 

Now, on these oven racks that you sell, that go into the stoves, used 
in household uses, is your price to the stove manufacturer controlled ¢ 
Are you under price control on that item ? 

Mr. Ferrie. I would presume it is; yes. 

Mr. Brownson. Well, then there may be another man who comes 
ng today, who has not been selling that oven manufacturer, and 
maybe he would be in position to buy the wire at three times as much, 
because his price would not be controlled, never having sold him 
before ? 

Mr. Ferrie. That is right. 

Mr. Brownson. Have you run into any difficulty on that particular 
type of thing? Have you been unable to fill any contracts as yet? 

Mr. Ferrie. Oh, yes, yes, yes; my goodness, yes. 

Mr. Brownson. Whe is getting the business? Is that business 
going to the manufacturer in your line that is getting black-market 
wire and getting a higher price for the racks? 
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Mr. Ferric. That I am not sure, but I am sure these companies have 
to get their racks somewhere. They cannot shut their plants down. 

Mr. Brownson. So far as you are concerned, you have been operat. 

j what you have delivered you deliver! 


ing under a price freeze, an 
at the January 25 price? 

Mr. Ferrie. That is right. 

Mr. Brownson. Thank you very much. 

Mr. Hatxeckx. I just hope that when this is all over, if you are put 
out of business we don’t find a lot of wire that would have kept you 
in business has been stockpiled or in other ways diverted, and final|y 
rusts out. 

Mr. Brownson. There is one point I would like to know about «) 
this. Of course, this is the first one of the hearings that I have hac 
a chance to attend of the committee. It seems to me that as well as 
the relationship of business, small business, to Government, there )- 
also involved here the relationship of small business to big business, 
who is letting these materials get into this black-market operatio). 

Mr. Evins. Are there any further questions ? 

Mr. Hatieck. | would like to respond, Chuck, to that, in this re 
gard: We have had some evidence before the committee that once 
in a while it may happen that a fellow with a base who can get sone 
of this wire, maybe he can make more out of it by selling it than he 
can by using it in manufacture. I seriously doubt whether the pro 
ducers are in the black-market operation. 

Mr. Curtis. I agree with that. I think that it will get into the 
channels some other way, but it is equally reprehensible. 

Mr. Brownson. But it is the businessmen doing it to the business- 
men. 

Mr. Hauieck. That is right. 

Mr. Evins. Thank you, Mr. Fettig. | Applause. | 

Mr. Evins. Mr. John Downing. 

Mr. McKer. Mr. Downing could not be here, and I would like to 
appear in his behalf. 

Mr. Evins. Very well, Mr. McKee. 


STATEMENT OF PAUL McKEE, TERRE HAUTE BRONZE & BRASS 
FOUNDRY 


Mr. Evins. Just have a seat there, Mr. McKee, and give us your 
name and your organization, and you may proceed. 

The committee is very pleased to receive your testimony, Mr. McKee. 

Mr. McKee. Yes; I am Paul McKee, and as the problem is primari!) 
mine, rather than my customers’, although they are indirectly af- 
fected, he thought that I should perhaps make the presentation. 

Superior Bearings Corp. manufactures bronze back, babbitt-lined 
sleeve bearings. 

As an evidence of their necessity to the war effort or defense effort. 
they submit that during the World War they were able to operate more 
or less at capacity, using tin-bearing copper-alloy castings and ¢) 
base babbitt, which was very drastically limited. 

At the present time they purchase most of their tin-bearing coppe: 
alloy castings, for the production of such bearings, from the Terre 
Haute Bronze & Brass Foundry. On the recommendation of Superior 
Bearings Corp., as well as some of our other customers, and to meet 
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competition, the Terre Haute Bronze & Brass Foundry decided to 
furnish our customers with rough machined castings. 

In line with that decision, we attempted to purchase from the 
k. K. LeBlond Machine Tool Co. two lathes, as indicated by the data 
furnished to Representative Brownson. 

The Terre Haute Bronze & Brass Foundry is a company of 15 
employees engaged in supplying bronze and brass castings, primarily 
bushings and bearings, to a number of customers. In the past few 
years the largest producers of such castings have inaugurated the idea 
of supplying such castings in a semifinished or partially machined 
state. 

Although this procedure has had a certain amount of sales appeal, 
it has been only since the advent of higher prices that this procedure 
has been economically sound. So much so that our customers, includ- 
ing Superior Bearings Corp., have demanded their castings in this 
semifinished state. 

Knowing that as a small business we must meet competition to 
survive, we placed an order with the LeBlond Machine Tool Co. in 
October of 1950 to supply machines which would enable us to perform 
this machining operation. Delivery of this equipment was promised 
by February 23, 1951. As late as March 1, 1951, we were promised 
delivery of these machines. 

However, under NPA regulation No. 2, these machines were seized 
by the Government, and on March 23, 1951, shipped to the Buffalo 
plant of Chevrolet without any attempt on the part of NPA to ascer- 
tain the original use to which these machines were destined. 

Our delivery was subsequently changed to June 1951. However, 
as you will note in a copy of LeBlond’s letter of March 27, 1951, 
delivery at any time is very doubtful. ; 

Under NPA regulation No. 41, 30 percent of the machine-tool man- 
ufacturer’s capacity is to go to civilian needs. 

Under this order it is possible we still might obtain vital machinery. 
However, under NPA regulation No. 40, which provides for a pool 
arrangement, the Government has appropriated from $63,000,000 
to $70,000,000, with which to buy machine tools to place in warehouse 
any tools not immediately needed by the various Government agen- 
cles. 

As a result of these two orders, the Government is at present greedily 
absorbing the entire output of the machine-tool industry, without 
a thought as to what nied those machine tools might be elsewhere. 

The two lathes installed in our plant would speed the manufacture 
of bronze bearings and bushings to our various customers. Of prime 
importance is the fact that these machines would enable us to put 
back into immediate production approximately 20,000° pounds per 
month of extremely scarce raw materials, namely, copper and tin- 
bearing alloys. Such economy would be in the interest of the national 
economy. 
_ Our present production, which would benefit from these lathes, 
is approximately 10 percent in the DO classification. However, 
with the increase in the defense orders, and assuming the possibility 
of an all-out war, we would become increasingly important in the 
war effort, to a point where, as in the last war, we were producing only 
items of vital importance to our country. 
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We have expended a considerable amount of money on tools, fix. 
tures, gages, and equipment, in anticipation of these lathes, which we 
can ill afford to have lie dormant. As we feel we have every right to 
these machines, and as the evidence shows the R. K. LeBlond Co. 
desires to supply these machines, we feel something should be done to 
stop NPA from taking everything resembling a machine tool, merely 
because money has been appropriated for such use. : 

Now, I would like to vid in there that I am not asking that any 
regulations be changed, but merely that we might be able to buy our 
oe out of that 30 percent—NPA knew there would be lathes 
needed. 

However, we have been advised by LeBlond that that 30 percent 
is pretty much of a joke. 

r. Evins. Thank you, Mr. McKee. 

Are you testifying for your own company or for the machine-tool 
industry in pare a 

Mr. McKee. Strictly for my own company. 

Mr. Evins. I believe you stated that under NPA orders 70 percent 
of the production in your industry was going to go into military uses! 

Mr. McKee. That is right. 

Mr. Evins. Do you have contracts with the Government ? 

Mr. McKer. I am not in the machine-tool business. I am in the 
foundry business, attempting to buy machine tools. What was it! 
I beg your pardon. 

Mr. Evins. I am sorry, I interrupted your testimony. I rather 
gathered from your testimony that perhaps 70 percent of your bear- 
ings, sleeve bearings, and other products which you manufacture, 
were being utilized by the Government under contract. 

Mr. McKer. At present 10 percent. 

Mr. Evins. Thank you. 

Mr. Hatteck. I think I have here a copy of the letter that was 
written by the manufacturer of these machine tools that the gentle- 
men’s company was trying to buy, which explains why he did not 
get them. It is quite a story. I have just had an opportunity to 
glance at it, and in order that we ma follow it up, and see how wide- 
spread the situation is, I suggest that copying that letter into the 
record at this point as part of the testimony would be very helpful 
to the committee. 

Mr. McKer. LeBlond was very unhappy about me getting hold of 
that letter. It was written originally to E. A. Kinsey Co. 

Mr. Hatieck. Well, will it embarrass anyone? 

Mr. McKee. No; I talked to the vice president a day or two ago, 
and he said, “You have a letter, use it as you see fit.” 

Mr. Evins. Upon the suggestion, it may be included in the record, 
if there is no objection by the witness. 

Mr. McKee. No objection. 

Mr. Hatiecx. We can take a look at it. I don’t know of any reason 
why it should not go in there. 

Mr. Evins. It may be made a part of the record. 
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(The doeument referred to is as follows :) 


Tue R. K. LEBLonp MAcHINE Toot Co., 
Cincinnati, Ohio, March 27, 1951. 
Subject: Your order No. 836; Kinsey orders Nos. IND—4415 and 4433; LeBlond 
orders Nos. F-4291 and 4292—Two 17-inch rapid production lathes. 
Terre Haute Bronze & Brass Founpry, 
Terre Haute, Ind. 
(Attention: Mr. P. H. McKee, manager. ) 

GENTLEMEN: We wish to acknowledge receipt of your letter of March 22, 
regarding the delivery of the above subject machines. 

Answering your specific questions, (1) we would refer you to regulation No. 
2 issued on October 3, 1950, by the National Production Authority, part of the 
United States Department of Commerce, and in particular to that section known 
as 11.13 entitled, “Sequence of Filling Rated Orders.” From that section we 
quote paragraph A as follows: 

“Every person who has rated orders on hand must schedule his operations, 
if possible, so as to fill each rated order by the required delivery or performance 
date. If this is not possible for any reason he must give precedence to all rated 
orders over unrated orders.” 

(2) The two rapid production lathes which were placed in our schedule in 
the position which your orders had occupied were shipped on March 23, 1951. 

(3) Those particular lathes were consigned and shipped by us direct to the 
Chevrolet plant at Buffalo in order for them to fulfill an Army Ordnance con- 
tract, their DA-—33-008-ORD-22, for which they had been assigned a priority 
rating of DO-21 which further gave us the authority to supply these machines 
to them in line with their delivery requirements as noted above. These were 
covered by Chevrolet's order No. BA-183. 

The two lathes on your above subject orders are still scheduled for shipment 
from our plant approximately June 8, and we are doing our best to maintain this 
delivery. 

Yours very truly, 
Tue R. K. LeBLonp MAcHINE Took Co., 
B. N. Brockman, Vice President. 


Mr. Harieck. Here is a man, a small-business man, and he would 
be in the defense effort, too, I take it, with these machine tools? 

Mr. McKexr. That is right. 

Mr. Haureck. Well, I will withhold the offer, and we can confer 
as members of the committee about it, but I do think it ought to be 
in the record. 

Mr. Curtis. I would like to make a comment on the buying of 
machine tools which was done in World War II by the War Produc- 
tion Board, and some of them are still in their cases in the warehouses, 
or were at the end of the war, and were later sold for scrap, and it 
looks like we are doing the same thing here again. I think that is 
exactly the sort of information the committee needs, because we in- 
tended to do something about that with NPA. 

That is because we do not want to have repeated what was done in 
World War II, and we should have learned a good deal by our ex- 
periences then. 

Mr. Evins. Might I say that I agree with you? 

Mr. McKer. Along that line, in World War II there was a regula- 
tion which froze the delivery of anything within 90 days of the 
promised delivery date. There has been an attempt on the part of 
the machine tool manufacturers to get that order reactivated, so that 
they would know 90 days from now what they are going to ship and 
towhom. So far there has been nothing done on that. 
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Mr. Brownson. There is only one point I would like to bring out. 
The Superior Bearings Corp. is a customer of yours? 

Mr. McKee. Yes. 

Mr. Brownson. And they are located in Mooresville? 

Mr. McKee. Mooresville. =~ 

Mr. Brownson. I wanted to bring that out, because I think that 
emphasizes the interrelation of all these developments. You are 
placing them in a critical supply situation, because you cannot pro 
duce because you cannot get the machines which NPA took over / 

Mr. McKee. Yes: and as Mr. Langsenkamp said earlier, some large 
foundry that already has the machinery would be making the bearings 
rather than me. 

Mr. Brownson. Is there any other testimony you would like to 
give? 

Mr. McKee. No, sir. 

Mr. Evins. One further question: In your dealings with officials 
of the NPA, have they been able to give you a satisfactory interpret: 
tion of the orders, or satisfactory answers on the spot? 

Mr. McKer. I have had no trouble from that point. 

Mr. Evins. This committee has been insisting that decisions and 
interpretations be given to businessmen in the field, without the neces- 
sity of their having to goto Washington. We feel that it would be of 
service to businessmen if they could get an interpretation, an on-the- 
spot interpretation and decision here. 

Mr. Datmas. Yesterday in Cincinnati we heard several manufac- 
turers of machine tools, and among the complaints was the fact that 
they were unable to procure coke, pig iron, and scrap in order to 
complete their operations. Have you baa any excuses from machine 
tool manufacturers to that effect ? 

Mr. McKer. No, not along that line. 

Mr. Datmas. No question of a shortage of material ¢ 

Mr. McKer. No. They have one very bad situation now, in that 
they sent out—and this should be off the record, but it is not—they 
sent out telegrams to their sales agents as of Monday refusing to take 
any more civilian orders, because of the confusion in the price set-up 
in Washington. 

Mr. Evins. Thank yoy for your testimony, Mr. McKee. 

Mr. Hauieck. There is another letter here which should be placed 
in the record at this point. 

Mr. Evins. That may be done. 

(The document referred to is as follows :) 

Tue E. A. Kinsey Co., Marcu 8, 1951 
Indianapolis : 

I can well understand why the Terre Haute Bronze & Brass Works would 
be concerned over the delivery on their two 17-inch rapid production lathes, 
but let me say that they, as well as yourself, know that we are, in a way, no 
longer running our own business. The services, as they can readily verify, are 
allowed to take any machines which do not carry a DO rating. That is pre 
cisely what happened in the case of these two machines which are now sched- 
uled for June 8. Quite candidly they can be taken again if they carry no rating. 

By way of further explanation: About 2 months ago we were called upon 
from Washington to send our order boards to the NPA, which all of the 
machine tool manufacturers without exception did. This listed every machine 
we had on order, rated or unrated. It is continually being checked and we are 
also sending a complete order board every 30 days showing additional busi 
ness. For example, if one of the services require certain lathes, they can 
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simply contact the NPA, select what they want from the unrated orders, sign a 
rating, Which must be approved by the head of that division and demand these 
machines—we have ne choice in the matter. However, in the matter of probably 
» or 3 weeks—in fact I think it is starting this week—a number of the com- 
panies will receive “fool orders.” Roughly our pool on the first quarter will 
take in at least 600 machines. Now the joker is this: Once this is received, 
we will have to take all of our unrated orders and add them into this pool. 
For example, if we have 500 unrated lathes on our books when the pool is re- 
ceived, they will automatically be thrown into this pool. However, as I under- 
stand it, we will still be allowed 30 percent of our production for customers 
such as Terre Haute. So you can see the necessity of having ratéd orders are 
costing all ef your customers, and they should supply us with ratings, if at all 
wssible. 

Additionally, with the pool, will come the E-1-B authority, if it is not already 
activated, which will require that we freeze our order board for 90 days. By 
that I mean any machines within 90 days of shipment cannot be taken. 

At this writing, we have still not been notified officially of the activation of 
E-1-B. Now the other joker is that every rated order is subject to renegotia- 
tion. So you can readily see that from a practical point of view it behooves us 
to get out such machines as the Terre Haute Bronze job. That is considered 
our normal business, and is not renegotiable. In plain, blunt English, it is to 
our advantage to supply our customer if it is at all possible. But since our order 
board and that of everyone else is down in Washington, we have no choice in 
the matter should the Government decide they want unrated machines, 

Frankly, it is a mess. Embarrassing to us and annoying to the customer, but 
I believe if you explain this to them they will appreciate the position we are in, 
and net condemn us too seriously about a condition over which we have no 
control. 

We want the Terre Haute Bronze & Brass Works business. We took it in 
good faith, just as they gave it. If they don’t want to go along with the fore- 
going basis, then we will accept cancellation of the machines—no charge—if it 
will get them out of the hole. 

In conclusion, may we impress on you again the importance of getting DO- 
rated orders. With the picture ahead I don’t know what we can do to make 
deliveries. I also know that many companies have already refused to accept 
unrated orders on anything but indefinite delivery. 

Yours very truly, 
THE R. K. LEBLOND MACHINE Too. Co., 
B. N. BrockMAN, Vice President. 


Mr. Evins. The committee will now call Mr. George Deeb, Jr. 
STATEMENT OF GEORGE DEEB, JR., PRECISION PISTON RING CO. 


Give your name and your organization and then proceed. 

Mr. Dees. My name is George Deeb, Jr., and I am with the Preci- 
sion Piston Ring Co., Indianapolis. 

First, rather than take the time to read this letter, I will present it 
for your observation during this discussion. 

Also, there has been placed before each of you two samples of our 
rings that we produce, so you may have an idea of what has been per- 
fected by our company, and see the quality of our workmanship. 

I might run a pretty close race with Mr. Sampsell with regard to 
being the smallest business here. 

| would like to mention briefly a little personal background, be- 
cause the actual exploitation of this business depends entirely upon 
myself. I have had some 12 years’ experience in engineering and 
sales, and during the last war I was instructor and fighter pilot where 
a fair knowledge of aircraft and its component parts and service was 
obtained. : 

The knowledge of making the unbreakable ring was known before 
World War IT, and during that time many items such as gun turrets, 
landing gears, and howitzer breeches used the unbreakable ring. 
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In August of last year I took everything I had and started my own 
business. We set up a small plant and built all our own machinery, 
which is strictly specialized for our own methods of manufacture. 
During the period of setting up we perfected new processes for making 
an even better ring than before. Special efforts were made with our 
tempered and treated stainless sink vitats which have the ability to 
stand terrific heat and give exceptional wear. We were too late to be 
listed in the Thomas Register or McRae Blue Book, which as you know 
are guides*to many procurement agencies and purchasing agents 
throughout the country, and any exploitation of our product had to 
be done through the medium of direct mail, or by my own personal 
contact. 

We have a good inventory of material and the plant is ready to 
go. Our regular customers for peacetime items are at a low ebb on 
their production, since items such as zinc and aluminum are stock- 
piled and have not been released. Naturally that cuts down on our 
sales to them for parts for their regular production. 

As you can see from the list I have submitted with the letter, we 
have contacted all available ordnance depots and arsenals in this 
area, offering our services. All of those listed were written the letter 
you have before you, and each were followed up two to three times. 
Six catalogs were filled out for Wright Field with all the pertinent 
data required by them as to the items we could make. I spent 4 days 
at Wright Field, was treated nicely by a number of people, but. ac- 
complished nothing. The only thing we have received, thus far, is 
this letter asking for current information regarding our company, 
which as you can see is some 60 days after submitting the catalogs and 
information they required before. 

My overhead continues and all of my finances are invested in my 
business. Exploitation of a product, even though it is a far superior 
item than any other of its same type, takes some capital and now we 
have none, except to barely run the plant. We are not being noti- 
fied of any contracts that are to be negotiated, where in such cases, 
during a negotiation, the actual savings through procurement of our 
alloy unbreakable rings, due to superior performance and longer life, 
could be shown and pointed out to the procurement agent. 

We do not have the personnel to maintain constant contacts at the 
various points where contract negotiations are made. We are not 
trying to sell the Government any items of a surplus nature or of 
an average or inferior grade, but instead have quality merchandise 
of precision type work, that will be, and I cannot help but believe, 
is even now vitally needed by the Government and its prime con- 
tractors. 

I would like to show you some rings that we are making for the 
B-36 and B-47 landing gears. 

Mr. Hatieck. You say you are making these? 

Mr. Deer. We have small contracts on those rings. However, 
the quantities are small and the delivery schedules at present are so 
spread out that we usually have stock rings on our hands for some 
time before they are shipped. New companies are going to make 
landing gears; however, they are not even tooled up at this time for 
production, and until they are we are only making quotations for 
their figures, and must wait until their production starts before we 
can supply them. 
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We are a small plant with the ability to produce and supply the 
finest of precision work in probably larger quantities and with better 
schedules than may possibly be surmised from our 2 em How- 
ever, again I repeat, we lack the means to be tees y represented for 
Government procurement. At Wright Field and ordnance branches 
procurement has been done on a bid basis, on the ordinary cast type 
of ring, against which we cannot compete, due to the fact that the 
actual cost on our raw material alone is much higher than ordinary 
casting material. To accomplish the presentation of our alloy steel 
or alloy bronze rings, so that such a standardization could be set up, 
has been an almost impossible task. Yet it has been common know]- 
edge among many maintenance sections at Wright and most of the 
arsenals that ring breakage alone constitutes a tremendous expense 
and is very costly as far as down time on the unit is considered. Just 
that one factor of breakage alone we can eliminate entirely, not to 
mention the fact that they would derive far more positive perform- 
ance and greater power output with our unbreakable rings. 

It is my belief that some sort of planning should be given the small 
manufacturer as to the items and specifications for what he will be 
expected to do so that he may even see if his inventory of raw material 
is proper, for in the surge of contracts that will in all probability 
break at one time, he may lose out again because of the delay it will 
take to obtain material for the item or items he might be designated 
to make. 

We are not asking for contracts to make guns or weapons of war 
that are foreign to our knowledge and experience, just to be engaged 
in war production, but we are asking, so as to stay in existence, that 
our facilities be utilized for that which they were built, and with 
which we are familiar and experienced, or similar items where with 
a smali conversion we would be able to maintain production during 
this emergency. 

We are set up and we are ready to go; our finances are dwindling 
fast. Gentlemen, what should we, as a small manufacturer do? 

Mr. Evins. Thank you, Mr. Deeb, for your splendid statement, 
and I am going to call on Major Robinson of the Department of 
Defense, Office of Procurement. She has heard the testimony of Mr. 
Deeb, and I will call upon her for whatever observation she may care 
to make. 

Major Rostnson. Mr. Deeb, have you ever introduced your prod- 
uct to the Research Department people, if it is not a standard product 
it will have to be tested and approved prior to the time the military 
services are authorized to purchase it. 

Mr. Dees. During the 4 days I was at Wright Field, plans were 
made for the introductions, forms were filled out, however, orders 
were not received. 

Major Roptnson. Have you ever written to the United States Air 
Forces ? 

Mr. Dees. The parties that I contacted there said that they would 
contact them for me. 

Major Rosrnson. I will be glad to check on it for you and find out 
what has been done about it. 

Mr. Dees. Thank you. 

Major Rostnson. In addition to the Ordnance district, have you 
ever contacted any of the Navy people? 
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Mr. Deer. No; we have had no occasion to do it for the Navy. ‘The 
Navy, we understand, likes a stainless steel type ring, but the stain. 
less steel they want to use, we cannot work with that type of metal. 
It is not applicable to our process. However, we might be able to coy)- 
vert them over into the correct type of stainless which we use, whic), 
would be just as good for them. 

That is another case, I think, where I might spend about 4 days or 
4 weeks and never accomplish anything again. 

Major Rostnson. How about the Ordnance in Washington’? Have 
you written to them, Chief of Ordnance ? 

Mr. Dees. No; the only Ordnance district we have contacted |); 
been Chicago and Cincninati, and the various ones listed in the letter. 

Major Rosrnson. It is not a standard product, it has never bees 
used before, and I may suggest that you do write to headquarters a1! 
state your case, and tell them what you have done up until now, ani 
see whether you can get assistance from headquarters. 1 will give you 
the proper address to which you may write after the meeting. 

Mr. Dees. That will be fine. 

Mr. Evins. I may say from the letter which Mr. Deeb has presente, 
that he has already been very diligent in trying to contact many of the 
Government agencies and Government departments. 

Mr. Curtis? 

Mr. Curtis. I have just one question, not on what you have been 
testifying about, but I am trying to pursue this thought: Do you know 
whether there has been any advertising in this community to attrac: 
skilled labor out of this particular area into other areas / 

Mr. Drees. The advertising I have noticed, there has been some ai- 
vertising done to attract labor from this point out to the west coast 
and Texas. 

Mr. Curtis. Has your particular company been affected at all? 

Mr. Ders. No; our company has not been affected. We have :'! 
specialized men who have been with the company quite some time. 

Mr. Evins. Mr. Halleck ¢ 

Mr. Hatieck. Nothing further. 

Mr. Evins. Mr. Brownson ¢ 

Mr. Brownson. I have only one observation: What happens whien 
you show this ring! Is there interest on the part of the armed ser) 
ices, or was there, IT mean, at Wright Field, when you talked to the 
technical people? What reaction did you get ? 

Mr. Dees. The ring you see there before you, the one that is being 
passed down the table. is a B-47 nose gear, landing gear ring, and 
that is a standard ring for that gear, except for the fact that some 
companies diverted to a cheaper-type ring. They can buy a ring 
that will cost around $63, and that ring costs them around $8. 

Now, this cheaper ring has a breakage quality to it, and if it breaks 
in the operation of the gear, the gear folds up underneath the ship. 

Mr. Brownson. You have had this accepted and it is in production! 

Mr. Dees. Yes; for three vendors of landing gears, or three manu- 
facturers. 

Mr. Brownson. You are subcontracting, and not prime-contrac' 


ing ¢ 
Mr. Dees. That is right. The quantities are small. There are only 
180 being made so far. 
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Mr. Brownson. I would like to ask the major, with that subcon- 
tracting, this is going into equipment that is Con purchased, does 
that do anything to ude standardize his type of ring with the Air 
Forces? 

Major Ronrnson. I think so, because our specifications would not 
be covering any of the subcontractors. Ours goes to the prime con- 
tractors. 

Mr. Dees. We are willing to work along and present any rings that 
they may need for any purpose. All we are trying fo do is to offer 
our services so that we can keep on existing and have our product 
accepted. 

Major Rogwrnson. You see, your idea is to sell it to the military 
service, so they in turn could recommend it to the prime contractor. 

Mr. Deen. That is right. 

Mr. Evins. Have you received sufficient notification and informa- 
tion on bids prior to the time when the Government was negotiating 
on an open-bid basis? 

Mr. Dern. We have received none. 

Mr. Evins. No information in that regard ¢ 

Mr, Deer. Well, the letter you have there, they have just found 
out that we are being listed as a possible procurement basis for them. 
That is all we received. 

Mr. Brownson. This is a form letter. 

Mr. Evins. Well, this is called the United States Department of 
Commerce Synopses of Contract Awards. It is gotten out each week. 
and this particular issue is for the week of February 21 of this year, 
and it lists the Corps of Engineers, United States Army Quarter- 
master Corps, Chicago; General Services Administration, and various 
procurement agencies. 

You have contacted some, as you have indicated, but I believe you 
have not exhausted the list. 

Mr. Dees. That is right. I will probably grant you that. 

Mr. Evins. Prior to December 16, contracts for the military were 
advertised on a low-bid basis, but when the President declared the 
emergency on December 16 under law the military were permitted to 
procure on a negotiated basis, and the information they send of an 
intent to negotiate goes to reputable, reliable concerns who are known 
to produce products that the military is interested in. It seems to me 
that you have an excellent product, once it is made known sufficiently 
to the military, it should be given proper consideration. 

Mr. Hautreck. Well, Mr. Chairman, from what I have been able 
to discover, Mr. Deeb has the kind of a business that should be utilized 
in the defense effort, not necessarily to help him out, but to help out 
our country in the time of national emergency. [ Applause. | 

Mr. Evins. Ladies and gentlemen, that concludes the list of wit- 
nesses for this morning, and I believe it is on schedule generally. 

The committee is going to adjourn and will reconvene at 1:30 
o'clock. 

The committee stands adjourned. 

(Whereupon, at 12 noon, the committee recessed, to reconvene at 
1:30 p. m., this same day.) 
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AFTERNOON SESSION 


Mr. Evins. The committee will come to order. 

Ladies and gentlemen, the hospitality of the people of Indianapolis 
has exceeded, I must confess, that of the hospitality of the South. 

I wanted to have included in the record at this time the testimony of 
Mr. J. P. McCawley. 

(The testimony referred to above is as follows :) 


Rent ContTrot PLAN—AMERICAN DESTRUCTION * 


(Prepared for the House Small Business Committee of the United States Congress 
in session April 4, 1951, at Butler University, Indianapolis, Ind. Presented by 
J. F. MeCawley, Indiana State president of the Property Owners of America 
Inc., Indianapolis, Ind. Contending for freedom and the constitutional rights 
of property ownership) 


The United States is now completing its ninth year of Federal rent control. As 
in the past, the Housing Expediter again requests that it be renewed, expanded, 
and strengthened. 

The year 1951 finds this country facing serious problems and it is time we stop 
and carefully consider the history and effect of this un-American so-called war 
emergency legislation. 


FACE FACTS IN WORLD WAR I 


First, let us look at what happened during World War I when the economy of 
the country operated without the interference of controls or rationing. Accerd- 
ing to the United States Bureau of Labor Statistics, we find that for the years 
1913, 1914, 1915, and 1916 the general price structure, including rent, was grad- 
ually rising. We entered the war in April of 1917 and by December 1917, rent 
throughout the United States had dropped to where all of the gain of the previous 
4 years had been wiped out, while the price of everything else in the economy 
had continued to rise. 

This drop in rents came about due to the added vacancies that occurred. These 
vacancies came about because of the expansion of the Armed Forces which auto- 
matically reduced the civilian population. During World War I, as in World 
War II, the people had a great increase in dollar income, but their spending was 
not controlled or channeled. When left to their own choosing, they directed nearly 
all of their excess money to consumer goods rather than to housing. From the 
beginning to the end of the war the progressive expansion of the amount of spend- 
able money had increased the all-item price index 39 percent. Of course, this 
greatly added to the landlords’ costs; nevertheless, the index on rent only had 
risen less than 3 percent during this period. 


KNOW THE TRUTH IN WORLD WAR II 


It is very important to remember that there was never a national housing short- 
age in the United States prior to rent control, and, that the shortage developed 
within 1 year after rent control was inaugurated. 

The law, as originally passed, was intended to keep rents from skyrocketing in 
industrial war centers where great increases in population were contemplated. 
Disregarding the clear intent of the law, its purpose was quickly expanded to 
the control of nearly every rental dwelling in the United States regardless of 
its connection with the war industry or any increase in population. 


A DOUBLE PURPOSE—-AN EXCUSE TO CONTINUE RENT CONTROL AND PUBLIC HOUSING 


After the war’s end, Federal rent control was extended, first, because of the 
housing shortage, next, to stop inflation, next, because of a rental housing short- 
age (there was no shortage of homes for sale), and the last time it was because 
the Expediter claimed there was a shortage of rental units for the low and mid- 
dle-income groups. 


1 Authority of information obtained according to the records of the U. S. Bureau of 
Labor Statistics, U. S. Bureau of Census. 
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Regardless of statements made by the Expediter, labor groups, or social work- 
ers, the only authentic figures accurately revealing the true housing situation 
are those issued by the United States Bureau of Census. 

The recent booklets issued by the United States Bureau of Census completely 
cover every person and dwelling in the United States for 1950. Using these fig- 
ures along with those of 1940 we see the effect rent control has had on our hous- 
ing situation throughout the Nation. It will surprise many to find that: 

(a) The number of dwellings increased 23.6 percent. 

(b>) The population increased only 14.5 percent (the second smallest percent- 
age gain in the Nation’s history). 

(c) The number of vacant dwellings increased from 2.5 million to 3.4 million, 

(d) The number of dwellings occupied by owners increased 8.2 million. 

(e) The number of dwellings occupied by tenants decreased 0.5 million. 
(This decrease in occupied rental dwellings added to the hundreds of thousands 
of vacant dwellings for rent in 1940 reveals the tremendous loss of rental dwell- 
ings available. ) 

(f) The increase in the number of dwellings exceeded by 2 million the in- 
crease in families. 

In 1950 there was the astounding total of 3.9 million dwellings occupied by 
only one person. ‘his represents an increase of over 45 percent. (These single 
occupancy dwellings are heavily concentrated in the large cities still under rent 
control.) We now have a total of 7.3 million dwellings vacant or occupied by 


only one person. 
CONSIDER A SIMPLE PROBLEM 


These government figures are hard to believe unless we are shown exactly 
what happened. To aid in understanding this paradox let’s first consider a sim- 
ple mathematical problem. When over 10,000,000 persons are taken out of their 
homes and put in servicemen’s camps or sent overseas, as was done during World 
War II, is there an increase or decrease in the housing for the balance of the 
people? In a free economy there can be only one logical answer. We increase 
the housing for the balance of the people. How then was it possible to develop 
an apparent national housing shortage so quickly during World War Il? We 
started with a considerable number of vacancies and logically we should have in- 
creased this number as we did during World War I. 

The answer is that this shortage came about only because of a controlled econ- 
omy. We froze rent at a low level in 1942 and almost simultaneously forced up 
wages to nearly double their former rate. We also added more workers per 
household which increased the purchasing power of many families. 

With the large surplus of money, the people sought to buy things they desired, 
but we stopped the manufacture and sale of most of these items and rationed 
nearly everything else of importance. The one important thing we did not 
ration was rental housing and, therefore, the Government actually channeled 
this excess money into rental housing. In only a matter of months the people 
spread out and took up all of the rental housing available. Working girls, 
bachelors, widows, widowers, and divorced people who shared occupancy and 
divided rent, each took his own individual dwelling. Married couples without 
children also spread out into larger apartments. By 1943 we had created a 
progressively false national housing shortage—the more that went to war, the 
more the remaining civilians could and did spread out. With increased costs 
and frozen rents, the owners found it more practical, because of wear and tear, 
to rent to the least number of persons every time a vacancy occurred. This added 
further to the false shortage. 


DECREASING RENTALS 


Prior to rent control, great numbers of single-dwelling structures were rental 
units, When rents were frozen on these dwellings it was not long before owners 
found it more profitable to sell them. Individual homes were the one type of 
rental units that buyers could get possession of by forcing out the renter. Hun- 
dreds of thousands of these rental homes were progressively sold and taken 
out of the rental market. Occupants renting them were evicted by the new 
owner. In many cases, the evicted renters, in turn, bought a dwelling and 
evicted another renter. 

This progressive buying, singly and by joint ownership of two- or three-unit 
apartment buildings, continues to take many rental units out of the market. 
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PROVISIONS FOR HOARDING HOUSING 


Having seen how this great maldistribution occurred, it is readily underst. 
that the most important figure to consider is the national figure of 3.9 million 
dwellings occupied by only one person. Surely this startling 3.9 million dwe||- 
ings occupied by only one person was not due to their purchase of a dwelling. 
The tremendous increase in single occupancy was the result of single perswis 
replacing families in dwellings. It is obvious that only under the protection of 
rent control have these individuals been able to spread out and cause this m,)- 
distribution of housing. These single people used to share apartments’or private 
rooms and would quickly do so again in a free market. They are actu:lly 
hoarding housing with Government protection. Remove rent control and, wit}; 
a nominal increase in rent, our Nation will quickly create hundreds of thous:niis 
of vacancies. Additional thousands of rental dwellings now being held off the 
market only because of rent control would again be offered to the public. 


PENALTY OF RENT CONTROL 


Further considering the so-called housing shortage, we know that there is a 
xreat surplus of vacant houses for ‘sale in nearly every large city in the United 
States. There is also a surplus of hotel accommodations and private rooms 
for rent. There are also many new and decontrolled apartments for rent. 
Vacant apartments built before 1942 are still scarce, and always will be, while 
they are being sold at a false low price as compared to any of the above housing 
accommodations which are priced in a free market. 

Everyone looking for housing will continue to try to get one of the bargains 
ander rent control. Only those frozen out will rent or buy in the free market 
which is abnormally high only because of rent control. How can we ever accu 
mulate vacancies in the bargain, frozen units? Millions of vacancies have 
occurred during the last 7 years, but the Government has forced the owners to 
offer these vacancies at false bargain prices. Fortunately for the owner, he 
could pick the tenant to give his bargain to and so, naturally, he pic ked the 
smallest family with the greatest wealth and influence. 

Large families without money or influence really need rental units, but they 
are frozen out and forced to rent decontrolled units or buy homes on an unsound 
basis. We will, always have this so-called housing shortage under these con- 
trols and the middle- and low-income groups can never expect to get frozen 
rental units under the law. A proven road of hardship. 


DISCRIMINATION AND MILLIONS UNFAIRLY TREATED 


Any check of the treatment of owners under rent control will show that this 
law has been the most unfair law ever enforced in this country. 

The records show clearly that until the 1949 act was passed, no owner could 
even claim a hardship unless his net dollar income was substantially less than 
it was in 1942. In the meantime, because the general price structure had almost 
doubled, the owners’ dollars would buy only half of what they would in 142 
Thus, the owner's purchasing power was frozen at a maximum of one-half of 
what it was prior to rent control. 

The Expediter’s formula for the 1949 fair net income act is unfair and ridic 
ulous. No attention whatever is paid to the figures on the owners’ sworn income- 
tax returns. Not even the most rabid advocates of low rates for public utilities 
have ever dreamed of figuring net returns so low as does this plan of the Expe- 
diter’s. Under his method, no consideration whatever is given the value of the 
property and no interest on the mortgage is allowed to be used in calculating 
operating costs. 

Is it good for our Government to make millions of good, frugal citizens sub- 
sidize others who may be rich, indolent, or otherwise? That is what we are 
doing. Was it fair to single out owners and say to them: “Your net dollar 
income shall he the same or less than it was in 1942, while all others shall have 
no limit on their income”? 

Today we help labor and farmers get higher than a free market price and 
let everyone else, except owners, sell their labor or products at the highest price 
in our history. If an owner leases to a renter willing and anxious to pay a fair 
price slightly higher than the frozen rental he is brought into the Federal court 
and tried for his great crime like a kidnapper, bank robber, or dope pediler, 
does this sound like America? 
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WE MUST STOP UN-AMERICAN THINKING AND PROPAGANDA 


For the last 3 years the Housing Expediter’s Office and his allied pressure 
groups have filled the records of the congressional hearings witb the predic- 
tions of lire things that would happen if rent control was removed (mass 
evictions, riots, etc.). On checking the records, we find that many of these groups 
who were for rent control have been expelled from the main body, because of 
Communist leadership. These Communists believe in socializing housing and 
were, and still are desperately, trying to carry on rent control. 


UNJUST LAW CONTINUES 


The proponents of this unnecessary, unfair, and un-American law know 
that it can only endure under a strong, central-powered police state where 
recourse is far removed from those enshackled. 

These same groups cry out against the use of Federal injunctions to stop 
riots and civil commotion in labor troubles, but highly endorse reducing the 
dignity of Federal injunctions to that of parking arrest slips by requesting 
and getting Federal injunctions for petty overcharges of rent. It is hard 
to understand how these groups can insist on collective bargaining between 
labor groups and employers and at the same time, favor a law making it a 
Federal offense for individuals to voluntarily enter into personal contracts on 
housing without the provisions, rules and prices laid down by a Federal dic- 
tator. 

At no time has the Expediter suggested that an owner's net dollar income 
should give him the same purchasing power he had in 1942. At no time has 
he suggested that owners and renters (even the rich ones) be allowed to make 
a mutually agreed lease. He says he must protect the lower income group, but 
actually, he wants to control all housing. 


HOW LONG, OH LORD, HOW LONG 


Each year owners have suggested that vacancies being held off the market 
and those that come on the market be decontrolled. They have also suggested 
that all single occupancy dwellings or large dwellings that are*not properly 
vecupied be decontrolied, thus curing the maldistribution and the so-called 
shortage. These suggestions hase all been vigorously opposed by the Expediter. 
Under the local option rule he has used every technicality to avoid having cities 
terminate rent control, but in spite of him, over 40 percent of the 231 largest 
cities in the country have freed themselves of his control. Twenty-four of these 
231 cities have lost population but gained housing; nevertheless, they are among 
those still under Federal control. It is crystal clear that the Expediter has at 
all times been interested only in perpetuating himself. 


BEWARE OF THIS 


In spite of having the greatest amount of housing in the history of the coun- 
try in comparison to its population, the Expediter’s present position is that 
we still need more but at a price lower than private industry can furnish it. 
This means that the owners of rental housing built before 1942 must continue 
to subsidize the renters (including the rich and indolent) until enough Gov- 
ernment-owned public housing is constructed to give all the renters exactly 
what they desire at someone's else expense, Few, if any, legislators in Wash- 
ington could approve such a financially impossible socialistic housing plan. 


FREE ENTERPRISE—SOUND LOGICAL LEGISLATION 


Legislators should carefully consider the dangerous evils of continuing this 
law. They should realize that people, when in fear of shortage and rising 
prices, wilt buy and store more than they need of food, clothing, household goods, 
appliances, tires, and other articies that are consumed or quickly worn out. 
Veople will not buy or rent more housing than they need except when rent con- 
trois make it a rare bargain compared with the balance of the price structure. 

If these are serious times and if we are honestly trying to unify the people 
in an efficient use of our labor and resources, Congress should kill rent control, 
eliminate the Housing Expediter, and allow the people to mutually enter into 
free contracts on rental housing. This will automatically and speedily bring 
about a large extra supply of housing without the use of any new material or 
labor. What could be a more efficient manner of aiding in our defense effort? 
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Any fair-minded legislator will agree that the owners of rental property 
should have had the same position as all other citizens with reference to frozen 
incomes. Their rents should have been based on parity or the price index. 

Scores of cities that have had the greatest gains in population in comparison 
to their gains in dwelling units have been decontrolled for a considerable length 
of time. The Bureau of Labor Statistics has issued figures on many decontrolled 
cities, and they show that rents have not risen to anywhere near their former 
relative position in comparison to all other items. 


RESULTS OF COURAGEOUS LEGISLATION 


The Expediter said publicly that it would be a miracle if rents did not double 
if controlls were removed. The facts today show that he was trying to perpetrate 
himself by spreading fear. The courageous legislators who decontrolled these 
many cities have completely exposed and disproved the Expediter’s statements, 
Decontrol of these cities has brought about the following results: 

No sign of mass evictions, riots, etc. 

A modest increase in most 1942 frozen rents. 

No increase in many rents which had formerly had increases over the 1942 
freeze. 

A reduction in rents on many of the new and decontrolled units. 

Sharing of single occupied units by one or more additional people, creating 
thousands of vacancies for families and actually reducing the rents of these 
individuals. 

Married couples without children vacated large apartments and moved into 
smaller ones vacated by single occupants, thus making available large rental 
units for large families needing them. 

Bringing back on the market thousands of rental units that had been held off 
because of rent control. 

No more begging, buying furniture, black-market bonus, etc. 

The renewal of closer relationship between the owners and renters and the 
freedom to work out mutually beneficial matters without the interference and 
propaganda of the Housing Expediter. 

An increased value of the rental properties, thus justifying increased real- 
estate taxes so badly needed by these cities. (Under rent control the small-home 
owner has been taking most of the added tax burden, while the renter has taken 
none. ) 

Thousands of apartments were vacated by tenants who could well afford to 
own property. When their rent subsidy terminated they quickly bought homes. 
These vacated apartments were then available for those families who had to rent. 


CONCEIVED IN COMMUNISM, ENEMY IN WAR AND IN PEACE 


Rent control is an arch deceiver. It froze out the veterans and those who 
most needed rental housing. It turned class against class. It killed freedom 
of contract. It made honest renters and owners dishonest. It took ample 
housing and quickly created a great maldistribution to fool and confuse the 
American people and make them believe they had a true shortage. Rent control 
has been an enemy of our Nation in both war and in peace. 


Mr. Evins. Also, at this time, we would like to have a statement of 
Mr. Henry A. Werking included in the record. 
(The document referred to above is as follows :) 


INDIANAPOLIS, IND. 
To the Members of the Congress of the United States: 

I insist that the rental business should stand on its own feet. The income 
from rentals should pay all expenses and all time payments on the rental. It 
should not make any difference whether a person paid cash or bought a rental 
on terms. There may be different ways to arrive at the result, but the result 
must cover all expense, 
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1. One method is to set prices on property at 1951 levels and to set a rental 
to retire the capital investment over a period of 20 years: 


Property valued at $8,000 will retire at a rate of, per year 

A $1,500 improvement to be retired in 10 years, per year_........__ 4 
A $200 paint job to be retired in 3 years, per year 

A yearly expense of 

$8,000 at 8 percent interest per year would be, per year 





Total, per year 
Rent necessary to be collected would be, per year 
This building should rent for, per week 
I am renting these units at $8, $9, $10, and $12 totaling, per week 


I actually received only $74.56 per week last year due to tenant’s failure to 
pay and vacancies. 

2. Another method is to set prices on property at whatever they cost in previ- 
ous years, and retire same over a period of 10 years: 


Property purchased in 1940 for $3,000 will retire at rate of, per year__ $300.00 
Improvement of $3,984.06 will retire at rate of, per year 398. 45 
Paint job of $200 will retire in 3 years at rate of, per year 66. 67 
A yearly expense of, per year___ 3, 012. 08 
Cost of property $3,000 plus $3,984.06 equals $6,984.06 at 8 percent, 

per year 


Total, per year 
Rent necessary to be collected would be, per year 
This building should rent for, per week 
lam renting 8 units for, per week 


I actually received only $74.56 per week last year due to tenant’s failure to 
pay and vacancies. 

I am paying $923.64 payments on this building per year. In order for me to 
pay all expenses and make payments on property it is necessary that I use the 
above sthedule. 

You will find that either schedule runs about the same. To figure a straight 
&percent return on the original price plus improvements totaling $6,984.06 or 
the present selling price of $8,000 would force me to go in the red at the rate of 
from $300 to $400 per year. It would force me to reduce my rents and put me 
further in the red. It would force me out of business. This property is rented 
furnished with furniture, lights, water, gas, stoker heat, and electrical re- 
frigeration. 

3. If you should use the present Heusing Expediter’s schedule, the base price 
should be raised 60 percent over 1941 prices. I was renting this property for 
$51.50 per week in 1941-42 and I am now getting $80 per week or a raise of 55 
percent over 1941-42 prices. I received 15 percent lease raise and 40 percent for 
improvements from time to time, making a total of 55 percent. I could use the 
5-percent increase which I would be entitled to at 60 percent. This would be 
only 50 cents per unit. An average of $10.50 per unit for furniture, lights, water, 
gas, stoker heat, and electrical refrigeration. 

I trust if you find it necessary to have rent control after July 1, 1951, that 
the above statements will be considered carefully. These prices should be 
established without asking the tenant for approval. Congress should say 
definitely in the law what a property owner is to receive and that the Housing 
Expediter is to control only prices and is to have no other control over property. 

Respectfully yours, 


Henry A. WERKING. 
Mr. Evins. At this time I would also like to recognize Mr. H. B. 
Raskin, deputy regional director, Office of Price Stabilization in Chi- 
cago, and Mr. Bernard D. Hirsch, price attorney, with the same 
service. 
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I want to further comment, if I may, to Mr. Pulliam, whom T have 
had the pleasure of meeting some time ago, and he told me that 
Committee of Rivers and Harbors came to Indiana, and he said that 
you had not had rain here in a long time, that you had a long dry 
spell, and shortly after they left they had a terrific downpour of 
rain. [ Laughter. ]} 

Mr. Evtns. Now I don’t know whether we can give you all the 
answers, but we may be helpful. 

Mr. Deeb, who was the last witness who testified regarding the bear- 
ing-parts situation, I would like to state to you that a representative 
of Wright Field was here and conferred with him immediately—or 
rather, from the Curtiss-Wright Co.—so he is feeling better as of this 
hour. [Applause. ] 

Mr. Evins. Now, we are going to call the first witness scheduled for 
the afternoon, Mr. Arthur Vivian. Will you come around here, Mr. 
Vivian? 


STATEMENT OF ARTHUR VIVIAN, BUICK DEALER, RICHMOND, IND. 


Mr. Evins. Mr. Vivian, the committee will be most pleased to 
receive your testimony. You may give your name and your organ 
ization and proceed. 

Mr. Vivian. Thank you, sir. 

My name is Arthur Vivian, I am the Buick dealer in Richmond, 
Ind., where I have lived since my release from the Air Corps in 1945. 
I am vice president of the Automobile Dealers’ Association of Indiana, 
which is comprised of 1,142 new-car-dealer members who handle 
nearly 95 percent of all the cars and trucks sold in this State. That 
automobile dealers are truly small-business men is proven by the fact 
that 969 of our members sell less than 100 new cars and trucks annu- 
ally, while only 173 members sell 100 or more new units per year. 

To conserve time I believe we can agree on certain fundamentals. 
First, that automobile transportation is essential, both to the individ- 
ual and to the community. Second, that the automobile industry is 
essential to the national economy. We cannot overemphasize the fact 
that one of every seven wage earners in this country is employed i 
automotive or allied industries. Third, that the distributive branch— 
the automobile dealer—is an essential part of this industry, and heice 
any regulation which threatens the stability of automobile dealers 
may undermine the national economy itself. 

Automobile dealers like all other businessmen are experiencing 
tremendously increased costs of doing business. A most recent sur 
vey among Indiana automobile dealers shows that their fixed over- 
heads for January and February of this year have increased an aver- 
age of 28.5 percent above the same period in 1950. 

But most recently when sient ore manufacturers and the United 
Auto Workers requested a raise in the price of their respective prod- 
ucts and wages, because of their increased costs, their demands were 
partially met by OPS. The demands resulted in a price increase 
granted to manufacturers which actually resulted in a decrease |) 
dealer margins. This was done without warning and withont giving 
the dealers an opportunity to be heard. Consequently, when you total 
the increase in sales commission and Indiana gross income taxes an 
add the 0.7 percent reduction in dealer margin on new cars caused 
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by the recent OPS increase, the result is an additional 4 percent in- 
crease in dealers selling expense over 1950. There is now a threat 
that this procedure will be repeated. Even in the record-breaking 
year of 1950, a survey by NADA showed that the dealer groups 
handling the most popular lines of cars only earned 7.6 percent on 
sales before taxes. Dealers handling the least popular makes earned 
2.5 percent before taxes. Obviously such thin dealer margins, which 
are far less than most people realize, do not permit of further 
reductions. 

You must recognize that automobile dealers rely on the sale of new 
and used cars to support themselves. The majority of dealers will 
consistently lose money in their service departments. OPS, like its 
predecessor OPA, should not be a profit-control agency but rather 
a price-control agency. 

One of the early steps in the Government’s effort to battle the in- 
flationary spiral that grew out of the defense program was the issuance 
of Regulation W by the Federal Reserve Board. In theory this regu- 
lation was necessary. One disastrous result of this regulation how- 
ever, is that a high percentage of families which were used car buyers 
and many of whom are essential factory workers can no longer buy 
dependable used cars. As a consequence dealers have the highest used 
car inventories in their history and unless this condition improves it 
will be necessary for dealers to discontinue taking used cars in trade. 
It is peculiar and difficult to understand why our Government, which 
makes loans for as much as 75 years’ duration, to cities and States 
for the building of dams, power plants, and so forth, insists upon 
limiting terms on used and new car sales to 15 months. 

Since 75 percent of automobile owners never buy anything but a 
used car, some means must be found to move these stocks into the 
hands of people needing dependable transportation. 

On February 5, 1951, the Secretary of the Treasury proposed to 
the Ways and Means Committee of the House an increase to 20 per- 
cent in automobile excise taxes. This proposal entirely disregards 
the essentiality of the automobile in our economy. It could ay re- 
sult in serious curtailment of automobile manufacturing and distribu- 
tion and consequently severely reduce tax revenues. We are obviously 
disturbed by this threat. We cannot conceive of any way in which 
this proposal will serve the national welfare. If taxes must be im- 
posed they should apply uniformly on all commodities and not be 
imposed as a punitive measure on a commodity as essential as the 
automobile. We feel that the defense program is everyone’s job and 
everybody’s responsibility, everyone should pay his share of it. To 
accomplish this, we believe that nonessential spending should be cur- 
tailed and that other sources of revenues should be obtained from other 
fields of business not now taxed. The automobile buyer now pays an 
unreasonably large tax bill by virtue of his automobile ownership. 
If this tax is increased it can only decrease the number of automobile 
users and seriously affect in many ways the economy of our country. 

The Wage Stabilization Board has imposed upon us ceilings on 
wages of our employees—in the instance of some forceful groups this 
Board has recognized and granted increases but we are reliably 
informed that there is not now any machinery set up, excepting that 
at the national level, to review or approve any requests by small 
businessmen for increases to essential employees regardless of existing 
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inequities, maladjustments or the disruption of industry this situation 
causes. 

Furthermore, the present price ceilings of OPS create an absurd 
situation and we sincerely trust that when the permanent order is 
issued, OPS will keep its promise, made to our industry, to consult with 
us and give proper consideration to our suggestions for improving the 
present temporary regulations. 

To sum up, it is our opinion that our recent cut in discount must be 
restored and that any future cut must be forestalled. Furthermore, 
nless a far more serious international crisis develops in the immediate 
future, Regulation W must be changed to incorporate longer term 
limits if we are to avoid drastic repercussions upon our economy ; and 
in any event must be resurveyed to enable essential workers to buy the 
transportation they need. 

Finally, no important increase should be made in excise taxes nor 
should any regulation be established which in any — may hamstring 
our industry or work a hardship on the public which it serves. 

It is well to keep in mind that economically our country will be no 
stronger than its automotive industry. 

Thank you. 

Mr. Evins. Thank you, Mr. Vivian. The testimony which you 
have given is that of an automobile dealer, and also an official of the 
Indiana Automobile Dealers Association ¢ 

Mr. Vivian. That is right, sir. 

Mr. Evrns. I gather that you feel that the Federal Government is 
giving your industry too much attention ¢ 

Mr. Vivian. Yes; picking us out, right at the moment, yes, sir, 
singling us out, I should say. 

Mr. Evins. You spoke about regulation W? 

Mr. Vivian. Yes. 

Mr. Evins. I might state, and I believe you know, that it was this 
committee that brought about a relaxation of that regulation when it 
was imposed upon your industry once before ¢ 

Mr. Vivian. Yes, sir; we are well aware of that. 

Mr. Evins. What would you say, in your opinion, would be a fair 
number of months for the extension of credit on automobiles! You 
said it should be extended, but you did not state to just how many 
months. 

Mr. Vivian. Well, this is purely my personal opinion, and that is 
that it should be increased from 15 months at present to 24 monthis, 
which at one time we were operating under. There was no legal 
limit back before September, but all of your dealers, pretty much 
all of your dealers, were operating on a 24-month limit, not going 
over that. 

Mr. Evins. One further question: To what extent would you say 
Regulation W and the temporary freeze has curtailed and cut-back 
automobile sales ¢ 

Mr. Vivian. I would say that it has cut-back the used car move- 
ment, at the present time there has been a noticeable decrease in the 
used car movement for the last 60 days, of possibly 30 percent. ‘That 
is my own personal opinion. I don’t have anything other than my 
own personal opinion, my own personal study of conditions, to back 
that up. That eventually will effect the new-car business. 

Mr. Evins. Mr. Halleck ? 
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Mr. Hatzecx. I might say that as I move around the country I 
think I see more used cars around the lots than I ever saw at any time. 

Mr. Vivian. That is correct. 

Mr. Hatieck. Let me ask you in respect to regulation W and the 
15 months as an average, Does that have any relationship as to the 
time in which that automobile would work out, the average automo- 
bile sold as a used car? 

Mr. Vivian. No; at the present time it is estimated that there are 
between 8 and 10 million cars on the road that are over 10 years old, 
or 10 years old or over. 

I think the average age of the present automobile on the road would 
be about 7 years. 

Back in the old days before the second World War, a car might be 
considered junkable at 5 or 6 years, but the age of cars has increased. 
More work is being spent on an automobile to keep it runable, see 
what I mean ¢ 

Mr. Hatzecx. You made one other statement that I heard some of 
my dealer friends make to me personally, and that is that their service 
departments are operating, many of them, at a loss. 

r. Vivian. Since the increase in costs, those costs are reflected, 
due to the fact that we have to go out, and a good part of it is caused 
by the fact that we must now go ont and compete with manufacturers 
for our labor, who are paying higher wages than we have ever been 
able to afford to pay our men. Consequently, the average dealer, I 
believe if you sould check his books, you would find that he can not 
cover over 50 percent of his fixed expenses with profits from service. 
He has to depend upon the rest of his coverage of overhead from the 
sales of new and used cars. 

Mr. Hatiecx. Supplementing what Mr. Evins of Tennessee has 
said about the interest of this small committee through the years in the 
dealers, I well recall shortly after the committee was organized that 
we had a hearing for the dealers after the big freeze. 

Mr. Vivian. Yes, sir. 

Mr. Hauuecx. Right after Pearl Harbor, and the committee was 
able to work out some legislation and get some things which I think 
were very helpful to the dealers. We want to continue that interest, 
and dad contione it, because if we cannot get a lot of new cars it will 
be highly essential that the wheels on the road be kept rolling, if we are 
going to get people to their jobs and do the job of production we have 
to do. 


Mr. Vivian. Well, speaking for the 1,150 members of our associa- 
tion, I assure you that we have full confidence in your committee, and 
we appreciate the courtesy that you have shown us and the opportu- 
nity to bring this report to you. 

Mr. Curtis. Mr. Chairman. 

Mr. Evrns. Mr. Curtis. 

_ Mr. Curtis. My understanding, though, is that new-car production 
is not down, but it is up, as a matter of fact; is it not? 

Mr. Vivian. New-car production for the first quarter was ahead of 
the first quarter in 1950; that is correct. 

Mr. Curtis. That is what I thought. 

Mr. Vivian. Now—— 

Mr. Curtis. Are many of the cars in the used-car market being ex- 
ported ; do you know? 
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Mr. Vivian. I am not familiar with that. 

Mr. Curtis. You are not familiar with that? 

ithe Vivian. Nothing from this section of the country. I might also 

that new-car stocks are up, too. 
“Mr. Curtis. Has the price of used cars gone down during this perio 
of application of regulation W? 

Mr. Vivian. The price of used cars showed a little increase at the 
turn of the year. Since about the latter part of February there has 
been a marked deflation in the price of used merchandise. 

Mr. Curtis. Of course, the cb on theory of credit controls and regu- 
lation W is just to counteract inflation. In certain of the areas we 
have been in, there has been some criticism, not so much against regu- 
lation W as to the fact that it did not apply across the board to all con- 
sumer items. 

Now, I would just like to know whether your views are that you fee! 
that your industry is being discriminated against, or you think your 
industry should have preference, or what is the situation ? 

Mr. Vivian. As I have stated here, I feel that regulation W, as 
such, is placing a terrific hardship on the average used-car buyer to 
a ; it is making it hardly possible for him to buy used cars. 

Mr. Curris. Wouldn’t the price going down help his situation / 

Mr. Vivian. To a point where we would have to stop trading for 
used cars. 

Mr. Curtis. I see. 

Mr. Vivian. In other words, we have to make a profit in order to 
stay in business. 

Mr. Curtis. And this is a very difficult problem. 

Mr. Vivian. You see, the automobile business is a little peculiar, in 
that we get paid for our merchandise in almost every transaction 
partly with a used car. So unless we move our used cars, we don’t eat. 

Mr. Curtis. But the problem in your industry is not an under- 
supply such as we are facing in a lot of these industries, but it seems 
that there is an abundance here. 

Mr. Vivian. Well, we take the position that unless the terms of 
regulation W are relented, that we will have an oversupply. 

Mr. Curtis. Of course, one of our big problems, and, I think you 
must concede, our biggest problem is inflation, and the whole theory 
of credit controls is to deflate the prices which, to a certain extent. 
seems to have occurred in this particular industry. 

I do appreciate your problem. 

Mr. Vrvran. We have had quite a trend in the last 6 weeks in our 
business, in that we are not selling used cars. 

Mr. Curtis. My main comments—— 

Mr. Vivian. I speak as a small dealer, but I am quite familiar with 
the big dealer also. 

Mr. Curtis. I might say that I am very much concerned that your 
industry should be singled out, but I am certainly interested in seeing 
that the prices do recede, and if credit controls across the board would 
do that, I think we need more of them. 

Mr. Vivran. Is it possible to drop the price of used cars and continue 
raising the price of new cars? ; 

Mr. Curtis. I agree with you, sir. I brought out what I wanted. 
I wanted to get your point of view. 

Mr. Evins. Mr. Brownson. 








lso 
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Mr. Brownson. I read the other day about this situation where on 
new cars you are only going to have 80 percent as much rubber. When 
does that go into effect ? 

Mr. Vrvtan. That went into effect last week on new cars. We are 
now getting them with four tires. 

Mr. Brownson. What happens? Doesn’t the man turn around and 
buy the fifth tire anyway ? 

Mr. Vivian. Well, I have 50 tires in stock, and I deduct $19 from 
the price of my new Buick, and then I add $30 to it for the spare tire 
that I have to put in the trunk. 

Mr. eee Well, that is certainly helping the buyer a lot, 
isn’t it? 

Mr. Vivian. Yes; that certainly is. 

Mr. Brownson. And that also conserves a lot of rubber, doesn’t it ? 

Mr. Vivian. It sure does. [Laughter. | 

Mr. Evins. Thank you. 

Mr. Vivian. Thank you again, sir. [Applause. ] 

Mr. Evins. This committee will now call Mr. R. W. Jones. 


STATEMENT OF R. W. JONES, CANNER AT ARLINGTON AND 
CARTHAGE, IND. 


Mr. Evrys. Will you come around here, sir. Please give your name 
and organization, and then you may proceed with your statement. 

Mr. Jones. My name is R. W. Jones. I am a food canner. I can 
tomatoes and corn at Arlington and Carthage, Ind. 

I have no prepared statement, only the fact that in the past year, 
in the last emergency of World War II, labor became quite a factor, 
and we foresee today that in the pack this fall of foods, that labor 
will be the important factor. 

We are getting our acreage of corn and tomatoes. With that in 
view, the thing that will curtail our production will be the fact that 
these younger boys and girls from 14 to 18, that we used in the last 
emergency, and increased our production as much as 30 percent, we 
think it will be even more than that this time, because labor is much 
scarcer in our section than it was 4, 5, or 6 years ago in the other 
emergency, and we hope that this scarcity that the emergency will 
provide some way in which we can alleviate the Walsh-Healey Act, 
which was done in the last emergency, and let our boys and girls work, 
let us use boys and girls under 18. Our State law says 14, but because 
of the Government law we cannot go under 18. 

With that in mind, if that ouald be done again in this emergency, 
it would materially increase the amount of production we can get of 
canned foods for the services. 

The reason this thing comes about is because in the Walsh-Healey 
Act it so states that only boys and girls over 18 can be used for 
Government purchases. We anticipate, and we were told last week, 
that there would be a Government set-aside for our canned foods, 
so that the services through the Quartermaster could purchase enough 
food, which was not possible last year because of these restrictions, 
and if they do make that set-aside, then we are obligated and lawfully 
cannot employ anyone under the age of 18. 

We cannot pick that certain amount up probably 15 percent, 10 per- 
cent, or maybe 20 on each item, but if we could pick that item out and 
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say, “Here it is,” then we could maybe hire those kids while we are 
packing that amount of food, but that cannot be done, because in their 
set-aside they come in with the PMA grade, and their own procure- 
_ people, and ask that we give them an option to buy the grade 
they want. 

So you can see how impractical it would be for us to try to set that 
up, because they might take any or all of the food we canned. We 
cannot set it aside, and say that this is for the Government, we must 
abide by the Walsh-Healey Act in everything we do, because the set- 
aside will be imposed, and we were told last week that it would 
probably come out this week. 

Mr. Evins. You are asking this committee, as I judge it, to assist 
in the passage of legislation to exempt your industry from the pro- 
visions of the Walsh-Healey Act during an emergency? 

Mr. Jones. Yes; set aside. It was in the last emergency, set aside 
that provision. 

Mr. Evins. That applies, does it not, with respect to the contracts 
for the Government? 

Mr. Jones. Yes, sir. 

Mr. Evins. The Government has set a standard, that if you are to 
bid on Government business and secure Government contracts, then 
you must have a standard employment contract ¢ 

Mr. Jones. This is not bid, we have to give so much of our produc- 
os. In a bid basis it would be all right, we can comply with their 
ruling. 

There are only five States that do not have a child labor law, and 
they have to abide by the law, but Indiana has a law which says we can 
go down to 14 for boys and girls that have a permit from the school 
superintendent to work out of school hours, only 8 hours a day, and 
tremendous lot of help we get from that, where we are close to In- 
dianapolis, Muncie, Newcastle, and larger towns. All we can depend 
upon is people who do not have jobs, that being housewives and kids in 
high school. It would add 30 percent to our production, or even more 
in most cases in Indiana, if this was set aside. It was in the last emer- 

ney. 

Mr. Hatieck. Did you ever hear of that kind of work hurting the 
youngsters ? 

Mr. Jones. We let them put cans in the cases. It even goes back 
to picking tomatoes and help in harvesting tomatoes, and help setting 
out the plants. 

Now, with acreage as it is, where so many canners have to grow their 
own acreage, it comes to the place where we are even curtailed to get 
boys to help set the tomatoes. 

Mr. Hatxeck. I might say, Mr. Jones, that I happen to know there 
has been quite an agitation in Washington to do something about the 
Walsh-Healey Act or its provisions, in view of the emergency situation 
in which we find ourselves. 

Now, at the moment I don’t think there has been any determina- 
tion one way or the other as to what to do about it, but I certainly 
can assure you that your testimony here, on this situation which you 
have called to the attention of the committee, will be transmitted 
by us to the proper legislative committees in Washington, as part 
of the consideration that ought to be given to this very difficult 
problem. 
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Mr. Jonxs. I am a member of an pnaien in Indiana, and we 
have not any information that it has been. favorably viewed at all. 
The Secretary of Labor feels that this thing should be pushed on 
through, because we are in actual war, but the fact is that we do 
have boys fighting, and that food is very essential. 

Mr. x. Of course, it is the same old story, we are in an 
emergency for certain peapenss but for others we are not. 

So far as I am concerned, we are either in or out. 

Mr. Jonrs. At the same time, many canners like myself are hold- 
ing acreage down, knowing that we cannot can as much as we should, 
because labor just is not there, unless we can use the young girls and 
boys. 

Mr. Curtis. I would just like to make this comment: I think your 
request is very fair, because we accept volunteers in the Armed Forces 
at 17. 

Mr. Jones. Thank you. [Applause.] 

Mr. Evtns. Mr. Brownson. 

Mr. Brownson. Your business is primarily a seasonal business, is 
it not? 

Mr. Jones. Yes, sir. 

Mr. Brownson. What happens if you have a pack grown that is 
bigger than you can handle, what happens to what is left over ? 

Air. Jones. It just wastes, and it is usually left in the field, and it 
costs us money. 

Mr. Evins. Thank you for your statement. 

Mr. Jones. Thank you for your courtesy. [Applause.] 

Mr. Evins. I will now call on Mr. John A. Bauer. 


STATEMENT OF JOHN A. BAUER, PRESIDENT, ABC 
CONSTRUCTION CO. 


Mr. Evrns. All right, sir, will your state your name, and the organ- 
ization you represent, please. 

Mr. Baver. I am representing the Marion County Residential 
Builders. 

On October 12, 1950, the Federal Reserve Board imposed a regu- 
lation on residential construction credit which they designated as 
regulation C. The purpose of this regulation was to tighten credit 
available for residential construction by increasing the amount of ini- 
tial down payment and shortening the repayment period. It was the 
intention of the Federal Government to reduce the volume of new 
residential building units in the Nation, because of expected short- 
ages of material due to the Korean War, from 1,400,000 units in 1950 
to 850,000 units in 1951. Thus, the reduction was to be something 
over one-third. 

In Marion County, 3,806 dwelling units were constructed in 1948; 
5,065 units in 1949; and, in 1950, 6,070 units were placed under con- 
struction. During all this period, Indianapolis’ industrial establish- 
ment was growing rapidly. Despite this tremendous increase in hous- 
ing construction, the new plants which were brought to Indianapolis 
during this period, such as Western Electric and Dodge, plus the in- 
crease in at in established firms, kept the vacancy rate low. 
It is presently less than 2 percent. 
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Now we are beginning to get an increase in employment fro. 
defense work at such organizations as naval ordnance plant, Allison 
Engineering, and the new Army finance center at Fort Harrisoy. 
Consumer-producers are also growing, and these include such concer). 
as United States Rubber, International Harvester, J. D. Adams, P. k. 
Mallory, Brid rt Brass, Kingan’s, RCA, Eli Lilly, and Stokely- 
Van Camp’s. ey are all—or will be in the near future—handling 
defense contracts. 

As near as we can determine from the personnel departments of t|\ 
large industries, the Indianapolis labor market is presently exhausted. 
About everyone who wants a job—and can work—is already working. 
The needs of Indianapolis industrial growth during the next year, 
which are estimated to be 27,200 workers, will thus have to be met 
through immigration from other areas. It hardly seems ible that 
we will be able to house the families of these 27,200 workers without 
more dwelling construction. Yet, what is the record? 

In the first quarter of 1950, FHA figures show that 2,394 applica- 
tions were approved for FHA insurance. In the first quarter of 1951, 
FHA approved only 881 applications, or hardly more than a third of 
those approved during the same period last year. Of course, our FH.\ 
area includes more than Indianapolis, and we estimate that about half 
of the FH A-approved applications were from Marion County. Using 
the figure of 6,070 units for the Indianapolis area last year, this woul 
mean that in 1951, with regulation X in its present form, there will be 
available only 2,000 new dwelling units. There figures illustrate how 
* the reduction in housing units is about twice as severe as was intended 
by the Federal Housing Administration under regulation X. 

Representing the Marion County Residential Builders, it is the con- 
viction of both ourselves and the Indianapolis Chamber of Commerce 
that if building in 1951 were kept even at the same level as 1950—or 
about 6,000 units for 1 year—the needs for housing in the Indianapolis 
area would still not be met. Ask any personnel manager for one of 
the larger Indianapolis industrial plants—they’ll tell you that it’s 
hard to attract workers to Indianapolis with the housing situation as 
tight as it is right now. 

Because of these facts, the Marion County Residential Builders fee! 
that FHA regulation X should be relaxed to make it possible to build 
low-cost economy housing that can be purchased on the terms set 
forth in the credit restrictions of July 1950, which increased the 
down payment on both FHA and VA loans by 5 percent. 

It is not the opinion of the Marion County Residential Builders 
that all housing in the Marion County area should be built for sale. 
A large proportion of it could and should be built for rental purposes. 
However, at present there is no satisfactory vehicle for Ritacing 
housing to accommodate workers in defense plants in this area. 
Unless corrected by legislation, this will greatly handicap, we be 
lieve the defense effort. 

The builders of this area recommend the declaration of Marion 
County as a defense area and the relaxation of regulation C. We also 
favor some vehicle closely resembling title 608 of the National Hous- 
ing Act, to promote and: foster the building of multifamily units 
for rental purposes with an amortization period of 33 years, so 
that rents can be held to a figure that Government workers and <e- 
fense-plant employees can afford. 
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We believe it to be in the interest of all the people of Marion 
County to provide the opportunity for all to own or rent a decent 

lace to live. 

I might also add that in last night’s News there was an article here 
by James Woodard, in which Maj. Gen. Eugene M. Foster, Chief of 
the Army Finance Corps, who visited Fort Harrison yesterday, em- 
phasized that the Army center was being built to meet peacetime 
requirements. 

He estimated the center’s normal 6,000 civilian employees would 
be increased to 15,000 in an all-out emergency. 

Now, here is a clipping out of the newspaper. We have no place 
or no way to house people, these people that they talk about. 

Mr. Evins. Thank you, Mr. Bauer. The recommendations of your 
association apply primarily with respect to residential housing ? 

Mr. Baver. Residential Bom el that is correct. 

Mr. Evins. Is there any construction going on of roadside theaters, 
and non-essential, what you might term, recreational housing at 
this time ¢ 

Mr. Bauer. Not in this area that I have any knowledge of, in our 
organization, very few members of it, engage in that kind of business. 

Mr. Evins. You do not ¢ 

Mr. Baver. That is right. 

Mr. Evins. I see. Mr. Halleck? 

Mr. Hauzieck. As a matter of fact, there are certain restrictions 
on initiating that kind of building now, as I remember it. 

Mr. Baver. That is right, there is a Federal restriction against any 
type of amusement place or bowling alley. 

Mr. Hatieck. We had a bill up in the House the other day to have 
the Government build a lot of houses in so-called defense areas, a 
defense housing bill. 

Mr. Baver. Well, we are opposed to public housing, We feel that 
if the builders are given an opportunity to build houses, that they 
can build them. We did during the last war here. We had no public 
housing in Indianapolis at that time, or a very simall amount of it. 

Mr. Hauxeck. In other words, your position is that Indianapolis, 
being a typical defense area, if the limitations and restrictions are 
relaxed, that private industry will provide whatever is needed for 
housing purposes ¢ 

Mr. Bauer. That is correct, yes sir. 

Mr. Evins. Mr, Curtis. 

Mr. Curtis. I would just like to comment, of course, that is a 
somewhat controversial measure, we have presently in the House, 
H. R. 3197, which is the Wolcott bill, which some of us felt was a 
proper bill, and we felt H. R. 2988, I don’t mind saying I voted 
against it, because I was against public housing, but nonetheless it is 
controversial, but I believe the House will pass a defense housing bill 
along the line of the Wolcott bill, which would enable private hous- 
ing to take over in defense areas. 

Do you think that Indianapolis would be declared one of the de- 
fense housing areas ? 

Mr. Bauer. We feel it should. I know that all communities prob- 
ably feel the same way, Miami would probably feel like they ought 
to be a defense area. 
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I believe that we can back it up here, what with Allison’s and the 
Army Finance Corps coming here. 

My understanding to date is that there have been only two areas de- 
clared as defense areas, Paducah, Ky., and Savannah River, which 
are both atomic energy plants. 

We are going to have a very critical housing situation here within 
the next 6 months. In fact, Allison’s now are on television every 
night trying to attract workers to the Allison plant. 

Mr. Curris. Right from here? 

Mr. Baver. Right from Indianapolis. 

Mr. Curtis, That was the question that I previously asked a couple 
of witnesses this morning. 

Mr. Baver. They are on every night with a 5-minute program try- 
ing to get employees at the Allison plant. 

Mr. Curtis. Thank you, sir. 

Mr. Hatieckx. Just one further suggestion or comment : 

It has been suggested that right now the interagency committee is 
working on the relaxation of regulation X in areas that have been 
designated as defense areas. Has Indianapolis applied for a des- 
ignation as a defense area ¢ 

Mr. Baver. That I could not answer. I think we have made some 
effort through the chamber of commerce to get it declared a defense 
area. It very definitely, in my opinion, should be declared a defense 
area, 

Mr. Hauteck. I suggest that you see to it that that movement is 
initiated. : 

Mr. Baver. How would you suggest doing it, through the chamber 
of commerce ? 

Mr. Hatieck. Yes, or your association, have your association call 
it to the attention of the people down there that you want to be de- 
clared a defense area. 

Mr. Evins. Congressmen receive all of the problems. You might 
refer it to Mr. Brownson. 

Mr. Curtis. Mr. Chairman, could I ask, is there anyone in the audi- 
ence who could tell us whether or not Indianapolis had made applica- 
- tion for being declared a defense area ? 

Mr. Moore. Yes, Congressman, we have made an effort. I am with 
the same organization as Mr. Bauer. I am their executive officer. 

Mr. Curtis. Will you state your name, please ? 

Mr. Moore. George W. Moore. There has been nothing to date set 
forth in the manner in which you can become declared a defense area. 
In other words, we have had this anticipation that there will be, and 
I believe a directive came out from the Defense Board 2 weeks ago, 
stating that they had set up a chairman, and that these areas, at the 
proper time, would be declared such an area, but they also warned 
us not to prepare the data that we prepared for you gentlemen, be- 
cause it would not do us any good, that they would send their own 
man down in the field to get the material. 

Now, we feel that in building houses, you don’t turn on the switch 
and turn it off. It takes at least 6 months from the time you get the 
order, or the man’s commitment, before the house is finished. . 

So we are making every effort to find out at the earliest possible 
date how we can be declared a defense area, and we are preparing 
data which we believe will substantiate the reason why. 
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Mr. Evins. Thank you, Mr. Moore. 

Mr. Curtis. Thank you very much. 

Mr. Evins. We will now call Mr. Vonnegut. 

Mr. Sitarrer. Mr. Vonnegut is unable to-be present, but I have his 
statement with me. 

Mr. Evins. Will you give us your name, please ? 

Mr. Suarrer. My name is Shaffer. 


Mr. Evins. Very well, will you be seated, please. 


STATEMENT OF JOSEPH C. SHAFFER, CHIEF ENGINEER, 
VONNEGUT MOULDER CORP. 


Mr. Evins. All right, sir, you may proceed. 

Mr. Suarrer. We manufacture an extensive line of grinding and 
polishing machinery, the variety of which is partially indicated by 
the range of sizes—from 1 to 40 horsepower. 

Aside from the numerous changes in details brought about by im- 
roved materials and manufacturing techniques, those machines are 
esigned to ——— ee the same functions as those produced 

during World War I and World War IT. 

Present management was not associated with this business during 
World War I; but in general the personnel of the business is now 
substantially the same as it was during World War II when our 
efforts were devoted exclusively to supplying machines to contractors 
and subcontractors of war orders. 

While present conditions are not directly comparable to the 1942-45 
period due to the limited war effort now required, this very fact makes 
our continued existence as a business doubtful for the following 
reasons : 

First, we cannot under present price-ceiling regulations maintain a 
profitable margin. We on many parts and services from other 
shops—sheet-metal stampings, secrew-machine products, hard-chrome 
plating, to name a few. Within the past 10 days three — have 
informed us that future orders can be accepted only at higher prices. 

Our objections, on the grounds that price-ceiling regulations pre- 
vent both their acceptance of orders and our placing of orders with 
them at high prices, are met with the statement that they, then, cannot 
handle our business, that we must look elsewhere for suppliers. 

Probably we can find other shops that did not supply nor quote 
on our requirements during the base period and thus can fill our orders 
at prices which will cover their current prices. 

Ve, however, cannot adjust our selling prices accordingly, hence 
our margin over direct cost is reduced proportionately. 

In addition, our indirect costs are increased through the expense 
and loss of time in negotiating with these other shops. This lost mo- 
tion is reminiscent of the old OPA price-ceiling period when pur- 
chasers and vendors had to reshuffle themselves in order to buy and 
sell at prices which could be legally offered with one vital difference : 
At that time machinery did exist for adjustment of the price of the 
finished product. 

Today, no effective means for relief has as yet been established. 

The second factor which further hampers efficient production is 
our inability to obtain reasonably accurate delivery forecasts from our 
suppliers on such items as alloy-steel shafting, seamless-steel tubing, 
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precision ball bearings, electric motors, and controls. In any hig! 
volume of business activity we expect to plan ahead from 3 to 6 mont). 
for items of this nature, and we have been placing orders with our 
mee covering materials we expect to need this spring and summe. 

Now we find that delivery of our orders for stock, necessarily place« 
without benefit of priority rating under the present system, are being 
progressively delayed in deference to DO rated orders later place: 
with these same suppliers, presumably by holders of defense contracts. 

As a result, we can be of little assistance even to our customers who 
are able to extend DO ratings to us. A rating extended now will not 
recover our lost position in delivery schedules of our suppliers. 

For example, we placed an order with an electrical-control manu- 
facturer in January for a number of magnetic starters. At that time 
these starters had been coming through in 10 to 12 weeks and we 
planned our purchases accordingly. 

Two of these controls were ear-marked for an order from a large 
steel foundry for two heavy grinders. Shipments of the completed 
machines had been promised for late March, about the time the con- 
trols were to have been delivered to us. 

On March 22 we were informed that the starters order in January 
of this year were scheduled for shipment in January 1952—9 months 
after the machines were promised for delivery. 

On the same date, March 22, the customer mailed to us an: exten- 
sion of DO 98 covering his order. Why the rating required almost 
4 months for issuance we are not able to say at this time. 

Regardless of the reasons, therefore, it was only by virtue of long 
association with the control manufacturer and urgent request to hin 
for assistance that we have been able to avoid a serious default to our 
customer and risk of substantial loss to ourselves. 


Had this customer been one of those engaged exclusively in pro- 
duction of non-defense products, which now totals some 80 percent 
of the total gross national production, we would have been unable to 
meet our commitment. 

In effect, we are reduced to seeking ay d that portion of the poten- 


tial business in our field as is represented by defense orders, or 20 per- 
cent of the gross national production which is not a profitable operat- 
ing level. 

If a system similar to that used during World War II could be es 
tablished whereby the machinery manufacturers are given a basic 
rating for their critical requirements, plus suitable priority assist- 
ance for defense connected business, we would have a chance, at least, 
to effectively seek that share of the nondefense business we must liave 
to maintain a profitable volume. 

We are continuing our business only with the expectations that there 
will be marked ond eat improvement in the method for obtaining 
necessary price adjustments and in our ability to obtain essential ma- 
terials. We believe this committee will be instrumental in attaining 
these improvements and, therefore, appreciate this opportunity of 
preserving our experience. 

Mr. Evins. Thank you, Mr. Shaffer, for your splendid statement. 

Mr. Halleck? 

Mr. Hatieck. I don’t thing I have any questions at this point. 


Mr. Evins. Mr. Curtis? 
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Mr. Curtis. No questions. 

Mr. Evins. Mr. Brownson ? 

Mr. Brownson. No questions. 

Mr. Evins. Thank you, Mr. Shaffer. 
(Applause. ) 

Mr. Evins. Mr. W. R. Enochs. 


STATEMENT OF WILLIAM R. ENOCHS, PRESIDENT, ENOCHS 
MANUFACTURING CO. 


Mr. Evins. How do you do, sir. Give us your full name for the 
record, please. 

Mr. Enocus. My name is William R. Enochs, and I am president 
of the Enochs Manufacturing Co. 

Mr. Evins. Thank you. Be seated. 

Mr. Enocus. We make surgical furniture, doctors’ examining 
tables, instrument cabinets, and things of that sort. 

Now, I cannot get steel to make them. That is pretty near the 
story. I think that the good of the country depends on the welfare 
and good health of the civilian population, and I cannot get the steel. 

That is my story. 

Mr. Evtns. Mr. Halleck. 

Mr. Hatxeck. Do you have orders that you cannot fill, Mr. Enochs? 

Mr. Enocus. That is correct. 

Mr. Hatieck. From physicians and surgeons ? 

Mr. Enocus. Doctors, hospitals, and clinics all over the country. 

Mr. Hauieck. There is no system of allocations on steel now, is 
there ¢ 

Mr. Bartrierr. Well, our steel allocation is based upon three factors, 
one, defense, defense supporting, and civilian economy, 

This would appear to come under the second category of defense 
support. 

Mr. Enocns. But I have no rating on it. 

Mr. Bartierr. This a defense supporting program, and in your in- 
stance there may be an occasion there to file an appeal for relief. 

Mr. Enocus. I have written the NPA. 

Mr. Bartrierr. You have approached them ? 

Mr. Enocus. Yes; and they told me currently they can do nothing, 
because they are only issuing for direct defense orders. 

Now, of course, a hospital can give me an MRO rating. 

Mr. Bartietr. Oh, yes. 

Mr. Enocus. But I would say 75 percent of my equipment goes to 
doctors, and they cannot issue that rating. 

Mr. Bartierr. Did you discuss this with our local office here ? 

Mr. Enocus. No; I have not, sir. 

Mr. Bartierr. Well, it might be well to take that up with them. 

Mr. Enocus. Where is your local office / 

Mr. Bartierr. I will have to look that up for you. 

A Vorce. It is in the Doctors’ Building. 

Mr. Brownson. 224 North Meridian. 

Mr. Enocus. Thank you, but can they give me any rating / 

Mr. Barrierr. You would not receive a rating. In your instance 
it would be an appeal for relief. 
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Mr. Datmas. What type of steel do you use? 

Mr. Enocus. Mainly sheet steel, cold rolled, 20, 22, 14, 16 gage, and 
very little of it. 

Our requirements would not be 500 tons a year. 

Mr. Datmas. Are you a mill buyer? 

Mr. Enocus. Mill and jobbers both. 

Mr. Datmas. Have you been buying from one source for a good 
many years ¢ 

Mr. Enocus. No, sir; we have not. We have placed our business 
pretty well around. We buy some locally, some from Carnegie, IIli- 
nois, and some from Republic. 

Mr. Datmas. What do your suppliers tell you? 

Mr. Enocus. That they don’t have it. 

Mr. Datmas. I mean, the people you have been in the habit of 
dealing with. 

Mr. Enocus. They just don’t have it. 

Mr. Datmas. They don’t have it for you? 

Mr. Enocus. That is correct. 

Mr. Curtis. How long has your business been in existence? 

Mr. Enocus. We started January 1, 1933. 

Mr. Curtis. So you have got plenty of history behind you. 

Mr. Enocus. That is correct. 

Mr. Curtis. I would just like to comment, that I think this is a 
very serious thing and, incidentally, are you getting any defense orders 
from the military for any of your equipment? 

Mr. Enocus. Occasionally we do. During the last war we had 
quite a few. 

Mr. Curtis. I mean at present. 

Mr. Enocns. At present I don’t believe we have a defense order, 
although we have some quotations and bids in at this time. 

Mr. Curtis. Mr. Chairman, this is something I think we certainly 
want to follow through on. 

Mr. Evins. Yes. Thank you, Mr. Enochs, for your testimony. 

Mr. Enocus. Thank you very much, gentlemen. 

(Applause. ) 

Mr. Evins. Mr. F. A. Stickle. Will you come forward, please. 


STATEMENT OF F. A. STICKLE, PRESIDENT, STICKLE STEAM 
SPECIALTIES CO. 


Mr Evrns. You may be seated, Mr. Stickle. 

Will you give us your name and the organization you represent? 

Mr. Stickie. Yes. My name is F. A. Stickle of the Stickle Steam 
Specialties Co. 

Mr. Evins. You may proceed. 

Mr. Sricxtz. We employ from 15 to 25 people. We manufacture 
water heaters used for preheating and purifying boiler water supply 
in the power plants of Federal and State institutions and industrial 
plants also, 

We manufacture automatic temperature regulators for controlling 
the moisture content in paper as it is being manufactured. We manu- 
facture eer that is extensively used in the canning and food 
processing plants. 
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Approximately 2 per cent of these F mw carry a DO. A veterans’ 
— job at Pittsburgh extended a DO. However, we were advised 
by the Veterans Bureau in connection with a Cincinnati veterans’ hos- 

ital job, when we requested a DO, that the Veterans’ Administration 
ad not been authorized to assign a DO. 

If assistance is required uest for assistance must be confined 
to specific cases. A signed and dated statement that we are unable 
to obtain material, that we had canvassed all known suppliers without 
success, and that the contractor had explored every reasonable source 
of supply without success. 

Our difficulty is in securing materials in sufficient quantity to keep 
our manufacturing cost at a normal level and meet our shipping 
schedules. _ 

I would like to break in here on this prepared statement. I got an 
invoice this morning on material, normally we buy this in fairly large 
quantities. However, in order to keep going, it is necessary for us 
to go out and buy small quantities, and in doing so we have to pay 
approximately double for those small quantities, because we cannot 
buy it from the mill, we are not permitted, that is, we cannot extend 
a DO for those purposes, and we have to use copper-base alloys, and 
our water heaters, due to corrosion of acid vapors and in the food 
industry to prevent contamination, also steel. 

A representative list of our present backlog on water heaters is 
as follows: 

United States Veterans’ Hospital at Pittsburgh, Pa. 
United States Veterans’ Hospital at Cincinnati, Ohio. 
Nassau County Hospital, Garden City, Long Island, N. Y. 
Texas Prison System, Huntsville, Tex. 

Illinois State Hospital, Alton, Ill. 

American Locomotive Co., Dunkirk, N. Y. 

The paper mills are: 
International Paper Co., New York, N. Y. 
Kimberley-Clark Corp., Neenah, Wis. 
Kalamazoo Vegetable Parchment Co., Kalamazoo, Mich. 
Lee Paper Co., Vicksburg, Mich. 
National Container Corp., Ohio. 
Crocker, Burbank & Co., Fitchburg, Mass. 
St. Regis Paper Co., Kalamazoo, Mich. 
Fitchburg Paper Co., Fitchburg, Mass. 
Eastern Paper Co., Bangor, Maine. 

And the canning plants are: 
Campbell Soup Co., Brazil, Ind, 
Libby-McNeill & Libby, Chicago, IL. 
Morgan Packing Co., Austin, Ind. 
Stokely-Van Camp Co., Indianapolis, Ind. 
H. J. Heinz Co., Pittsburgh, Pa. 
California Packing Corp., Swedesboro, N. J. 
Chef Boy-Ar-Die, Milton, Pa. 
Ladoga Canning Co., Ladoga, Ind. 
The Naas Corp., Portland, Ind. 

During the World War II we were awarded the Army and Navy 
production award on three different occasions: August 1, 1942; Au- 
gust 21, 1943; and May 11, 1944, for the production effort of our plant 
and employees in manufacturing war equipment. eyo 

At that time were able to secure material with priorities. At the 

resent time, and under present restrictions, we are practically help- 

ess, unless some kind of assistance to secure materials is extended as 


outlined above. 
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Thank you. 

Mr. Evins. Thank you, Mr. Stickle. You have plenty of orders an| 
plenty of contracts, but your problem is lack of materials to fill then / 

Mr. Sricxie. That is right, Mr. Chairman. We do not need financ- 
ing, we do not need any Government orders, but what we would like 
to have is some material. 

Mr. Evins. But your powers of persuasions on your suppliers have 
not been sufficient ¢ 

Mr. Sricxie. That is correct. 

Mr. Evins. You do have, as has been pointed out in other cases. 
a long history of business operation / 

Mr. Srickxie. Yes. I would like to leave this with the committee. 
if [ may. We started business in 1905 here. 

Mr. Evins. This is a copy of your statement ? 

Mr. Sricxue. Yes, sir; also the records. 

Mr. Evins. Photostatic copies of communications, here is a letter of 
commendation from Robert P. Patterson, Under Secretary of War. 

These will be accepted, I am sure, by the committee. 

My suggestion, Mr. Stickle, from having served on this committee. 
is for you to make insistent demands upon your normal suppliers ; and 
secondly, if you cannot secure the needed materials there, that you try 
to secure a priority order, making an appeal as to the essentiality of 
your industry. 

Mr. Stickies. Well now, we have an organization which is known as 
the National Steam Specialties Co. 

We have sent a committee composed of 40 manufacturers of regulat- 
ing valves, and so forth, down to Washington twice. In other words. 
we sent them down there, and about the only information that we have 
been able to get is that some time in July, possibly, or August, there 
will be a priority situation or rating set-up, under which we may be 
able to get some materials. 

Mr. Evins. Mr. Halleck? 

Mr. Hatieck. Of course, the Congress passed the basic legislation 
last year, and it was supposed to be an emergency matter, that author- 
ized the establishment of priorities and allocations. Some of us are 
not too crazy about priorities and allocations, although personally 
I voted for the measure. 

Do you think we have come to the point where we will have to insti- 
tute an over-all priority and allocation system in respect to our steel! 

Mr. Sricxue. I believe we will, because, for the simple reason, that 
we did not have the difficulty—I have passed through two world 
wars, and this little fuss that we have got over in Korea, has tied up 
materials much tighter than it did in World War I or World War II. 

During that time we were able to go out and buy tubing, we were 
able to get our steel fabricated. Today we cannot get it, because we 
have not got any priorities. 

We operated under the radio and radar division priority system. 
Of course, that is a long ways from here, but under the NRA we were 
in the instrument group, and we were given a very high peting to 
purchase our material under, and we were given allotments whic! 
would permit us to do business. But today we haven't got amything. 

Two percent of our business is covered by DO orders, which I am 
afraid to extend. 
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Mr. Evrns. Mr. Curtis. 

Mr. Curtis. Do you believe that there is an actual shortage of your 
materials now? Incidentally, what are they; steel? 

Mr. Sricxie. Tubing. 

Mr. Curtis. Steel tubing? 

Mr. Sricxie. Yes; you can call up any supplier in the place, nor- 
mally we buy in the mill, and they tell us about in 8, 9, 10, 11, or 12 
months from today that they will make delivery. It is indefinite, 
without you having a DO, so we have to go, which we did before, lots 
of times to the suppliers in order to get our material. 

Mr, Curtis. The suppliers do have it ¢ 

Mr. Stricxre. They do not have it. 

Mr. Curtis. Do you have any offers from other sources, the gray 
market, let us call it. 

Mr. Srickxie. Not for tubing, but the offers come in for steel, but 
it is a question of what that is. 

Mr. Curtis. Essentially what I am getting to is, do you think 
that there is an actual shortage of material, or do you think that it is 
the failure of the distribution system ¢ 

Mr. Sricxie. Well, I really think that the Government is stockpil- 
ing too much stuff at the present time. 

Mr. Curtis. In steel, toof The Government claims they are not 
stockpiling steel. 

Mr. Sticke. Well, they evidently are in copper, because we are un- 
able to get any kind of brass or brass rods or tubing. That, unless 
you have a DO order. 

Mr. Curtis. You see, our problem is to know whether there is 
actually a shortage, or whether it is somewhere around this distribu- 
tion system, that the stuff is actually there and available, not for 
everybody, but it just is not getting out, it is being inventoried, and 
maybe it is being stockpiled. 

Mr. Stickxie. Some of the representatives of the so-called brass and 
copper mills say they have a tremendous stock being held there for 
stockpiling for the Government. 

Mr. Curtis. In brass; that is probably so. 

Mr. Evrys. Mr. Brownson. 

Mr. Brownson. Are you solicited by various organizations that do 
have this tubing that you want? Do they have it for sale? 

Mr. Sricxie. No; there is very little of that. I really, I don’t 
think that copper tubing, that there is a great deal of that stuff float- 
ing around, not in this area. Now, there might be in other areas, but 
there is not here. 

Mr. Brownson. What else do you use besides copper tubing ? 

Mr. Sricxie. We can use other metals; we do use other metals most 
of the time. 

Mr. Brownson. And that is equally had to get at the present time? 

Mr. Sricxie. Oh, yes. 

Mr. Brownson. So you are not being solicited, you are not getting 
offers, either in trade publications or by direct mail, of quantities of 
material available at a higher price ¢ 

Mr. Sticxie. No; we are not able to extend a priority rating in 
order to secure material from the mills. 

Mr. Brownson. I would like to make a comment, that I think your 
statement points out that controls are a little bit like lies; when you 
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start out with a little lie, you have to keep on building up to keep the 
situation in hand. Your problem is that we have little, too little or 
too much control ¢ 

Mr. Sticke. I would say that we have too little. 

Mr. Brownson. You think we have too little control in your situa- 
tion ¢ 

Mr. Sticke. Yes, sir. 

Mr. Brownson. Thank you. 

Mr. Evins. Thank you, Mr. Stickle. [Applause.] 

Mr. Dick Whittington. Will you come forward, please ? 


STATEMENT OF DICK W. WHITTINGTON, PRESIDENT, WHITTING- 
TON PUMP & ENGINEERING CORP. 


Mr. Evuys. All right, sir. Will you give us your name and the 
organization you represent ¢ 

Mr. Wurrrineton. My name is Dick W. Whittington, and I am 
president of the Whitti n Pump & Engineering Corp. 

Whittington Pump & Engineering Corp. is a manufacturer of a 
well-recognized nationally known product for use in industrial plants, 
paper mills, hospitals, schools, and so forth. This may be classed as 
commercial equipment rather than residential. 

The products are vacuum heating pumps, condensation pumps, and 
high pressure boiler feed systems used in conjunction with various 
types of large steam heating systems. Other equipment consists of 
clinical vacuum pumps for hospital installations, and process vacuum 
pumps and testing equipment for the manufacturing industry. All 
of the units are built with specially shaped fabricated tank fitted with 
various types of electrical controls, pumps and motors. The tanks 
are all fabricated in our plant and all of the other equipment is pur- 
chased and assembled to the tanks to fit a particular application. 

This equipment is distributed through more than 60 representa- 
tives covering the United States and each representative has an 
exclusive area in which he receives credit for any equipment going 
into his particular territory. He has the privilege ot alae this 
equipment to jobbers commonly known as wholesalers, to the trade 
commonly known as contractors or directly to the consumer. 

Whittington Pump & Engineering Corp. will compare in size 
to many other small manufacturers and in all probability have some 
of the same identical problems. The anticipated gross business for 
1951 should go well over $250,000 and this is handled with approxi- 
mately 20 employees. 

We have three major problems confronting us at this time and we 
are very grateful to have the privilege of presenting these to you 
as follows: 

First, we have received orders from several veterans’ hospitals and 
two situations have developed from two of these orders. For example, 
we received an order to furnish the pumps for a veterans’ hospital in 
Louisiana in December which had been quoted nearly a year pre- 
viously. At that time there were no escalator clauses being used and 
the contractor insisted that we would have to stick with the price 
originally quoted and our representative accepted the order on that 
basis. In the meantime we had two price increases and as a result 
neither our representative nor ourselves will make any money on this 
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job. The second example is an order which we received last August 
for a veterans’ hospital job at Salisbury, N. C., and in order to get this 
job our representative had to ask us for a special concession which 
we granted him in order for him to get this job. Certified prints were 
submitted through our representative and the contractors to the 
Veterans’ Administration for approval on our equipment in August 
and the approval was just received back this month which is a 7-month 
period. Normally 1 month is all that is required to receive approval 

rints back so that we may order equipment for building the pumps. 
Tn the meantime price increases of August and December amounted to 
nearly 10 percent each time and this added to the concession which 
we gave our representative means that neither our representatives 
nor ourselves can possibly make any money on this job and we in all 
probability will lose money. We have just written the Veterans’ 
Administration at Washington asking for some consideration and 
we don’t know whether we will receive any favorable answer to that 
or not. 

Second, we have over $100,000 worth of orders on our books at the 
present time and only about 10 percent of this total can be classified 
as “DO,” Army-Navy “E”. The great majority of the orders for 
pumps are to be installed in veterans’ hospitals, private hospitals, or 
schools with a few units to go into industrial plants. We believe that 
all hospitals and schools should be classed under “essential” and not 
luxury and we cannot understand why “DO's” cannot be allowed for 
this type of installation. Several of our supplies insist on “DO's” 
or we cannot receive any material at all and others tell us that “DO's” 
will expedite delivery considerably over nonrated orders. We are 
hoping that new regulations are being considered for hospitals, schools, 
and manufacturers so that they can be extended to suppliers of new 
as well as replacement equipment. Now then since we are unable 
to extend defense order as sa on many of our orders and we have 
no direct government classification, this means that delivery on a lot 
of the equipment is extended greatly and for example, instead of 
receiving motors within a period of 4 weeks as was a condition 6 or 
8 months ago these deliveries are now running 20 weeks or longer. 
This then presents quite a problem in a manufacturing concern of 
our size from a standpoint of inventory. This then leads up to the 
next problem. 

Third, financing then becomes increasingly more difficult week by 
week because some suppliers may ship in half the time of other ws 
| twang and we may have pumping units partially built setting on the 

oor with our capital completely tied up in mventory. Our sup- 
pliers who have then shipped their equipment expect to receive their 
money within 30 days and it may be that some of the other suppliers 
are not shipping for 60 to 90 days or even longer and we then are ex- 
pected to pay the invoices in 30 days when we are not able to shi 
the pumps possibly before 90 days. This means that we are fore 
to look for outside financing of some sort to give us greater work- 
ing capital to handle this situation. We have considered selling stock 
and we have also contacted the RFC in Chicago who have sent us 
preliminary papers to fill out. As soon as our auditors have com- 
pleted our semiannual financial statement we will, of course, fill out 
the RFC preliminary papers and return them to Chicago. We do not 
know what the outcome will be from this. 
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We attempted to give you a brief synopsis of our organizatioy 
and the problems confronting us at this time, and, undoubtedly, 
they are similar to many organizations throughout the United States. 
We sincerely hope that this committee will be able to recommen 
solutions to the many problems of small business after hearing re- 
ports from various manufacturers throughout the United States. 

We as a small manufacturer know we are not alone when we express 
our gratitude for having the privilege of reporting our problems in 
connection with the defense effort. 

Thank you. 

Mr. Evins. Thank you, Mr. Whittington. 

You feel, I judge from your statement, that hospitals and schools 
should certainly be designated in an essential category for D0 
orders ¢ 

Mr. Wurrrineron. I do. 

Mr. Evins. With respect to that, that matter will be presented to 
the appropriate agencies of the Government, I assure you, and with 
respect to the matter of financing, we have a representative here of 
the RFC, and perhaps Mr. Walter O'Donnell would like to make some 
observations. 

Mr. O’Donnewt. Yes, Mr. Chairman. I really have no observation 
to make. The gentleman is obviously aware of the procedure. It is 
merely a question of filing an application form with the Chicago 
agency. 

He certainly is eligible for consideration. As to whether or net 
he can fulfill the credit requirements is a matter to be determined 
upon receipt of the application form. 

Mr. Hauieck. We had some legislation a short time back that had 
to do with cancellation or rescission or modification of contract for 
procurement entered into by the Government, where the costs had 
risen so much against the supplier that he just could not perform the 
contract. 

Are you familiar with that? 

Mr. Wurrrineron. No. 

Mr. Hatieck. Do you know whether or not it would apply to these 
situations that you explain you have with the veterans’ hospitals 

Mr. Wurrrrneron. It might. There is one particular proposition, 
where there was a case of delay in approval, which we must submit 
to have our equipment approved, and we could have ordered the 
equipment at that time, and we would have saved probably 15 to 20 
percent on our costs. 

Mr. Datmas. Mr. Chairman. 

Mr. Hautecx. I will yield to Mr. Dalmas of the staff 

Mr. Damas. Last week, I think it was, an Executive order was 
issued under the law which you speak of, giving the General Services 
Administration the right to redetermine prices. It is now in effect. 
but whether it applies to his case, I don’t know. 

Mr. Hatieck. Do we have someone from the General Services Ad 
ministration along who would know about that? 

Mr. Evins. Yes; Mr. Pendergast. 

Mr. Penvercast. I have not received any advance information on 
that, but I will be pleased to look it up when I return to my office and 
correspond with you. 

Mr. Wurrrineron. Thank you. 
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Mr. Curtis. Mr. Chairman. 

Mr. Evins. Mr. Curtis. 

Mr. Curtis. Oh, never mind. I have no questions. 

Mr. Evrns. Mr. Brownson. 

Mr. Brownson, You said that several of your suppliers are insist- 
ing on DO's. 

M r. Wuirrineton. Yes. 

Mr. Brownson. What particular types of material are you getting 
from those suppliers? 

Mr. Wurrrineron. One of the serious things is, I would say, pipe 
fittings, and really small things, but there is one supplier here in the 
city whom we buy from, who is a jobber, and they have definitely 
stated, and they have printed it in a mimeographed sheet, that they 
cannot accept any orders over $15 in value unless they carry a DO. 
Fifteen dollars and under, cash across the counter. 

Mr. Hatxeck. I suppose they need the DO to in turn get the ma- 
terial they want to sell you. 

Mr. Wurrrrneron. That is right. That is the reason for it. 

Mr. Hatieck. Well, it is a kind of a vicious circle. 

Mr. Wuirtineron. That is right. 

Mr. Evins. Are there any further questions? (No response.) 

Thank you. 

Mr. Wurrtineron. You are welcome. 

Mr, Evins. Mr. Van Wyngarden. 


STATEMENT OF A. R. VAN WYNGARDEN, PRESIDENT, COLOR 
CRAFT CO., INDIANAPOLIS, IND. 


Mr. Evins. All right, sir. Will you give us your name and the 
organization you represent ¢ 

Mr. Van Wynearven. A. R. Van Wyngarden, owner and manager 
of the-Color Craft Co., Indianapolis. 

Mr. Evins. You may proceed. 

Mr. Van Wyncarven. Honorable Chairman and other members of 
the panel, ladies and gentlemen, I am speaking primarily for the 
metal-spinning industry. My data is being based upon the problem 
of my own company, but these problems are paramount with many 
spinning companies. This is especially true if the bulk of their opera- 
tions has been in the manufacture of aluminum items, which are now 
curtailed in Jine with NPA order M-7. These are items classified 
as gift ware, which includes drinking tumblers, pitchers, bowls, and 
so forth. 

Ninety percent of our entire regular production is being curtained 
by NPA extinction order M-7, and amendments thereto. 

We have checked with the other local metal-spinning companies, 
in addition to which we spent some time in the Chicago area contacting 
metal-spinning companies, and we find that in many instances of 
contact they are in the same position as we are at the present time. 

Metal spinning is a major phase of most experimental and engi- 
neering problems in the production of new items in metal, whether 
they be for national defense or civilian use. This is because of the 
economy involved for tool expense, and the time saved in producing 
working samples or running items, the volume of which does not war- 
rant tooling expense. 
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In order that I may, in the very brief time available, outline for 
ou as complete a picture as possible of one spinning company, the 
lor Craft Co., I will cover this under four headings, namely : 

1. Background, progress and production capacity. 

2. Present economic status. 

3. Efforts to secure production to provide full-time work for our 
highly skilled employees, and results to date. 

ri Plausible solution based upon the limited information available 
to the average small-business man as to the exact economic and de- 
fense status. 

As for the company background and progress, I have spent 20 years 
in various phases of the aluminum industry. A major portion of 
this time was with one of the larger producers of aluminum. 

From the knowledge gained, and knowing the productive capacity 
in the aluminum field, I for one have wondered if this extinction order 
is needed. 

However, be that as it is, I gained considerable know-how during 
World War II, at which time I was charged with a major part in con- 
—— one of the subsidiaries of this company from civilian to war 
work. 

I formed my own company just a little less than 2 years ago, start- 
ing with one pie and one item. Since that time we have engi- 
neered and developed 12 items, a circular of which I submit to the 
chairman here for inspection. 

We moved to larger quarters three times, and at present have 
25 employees. We had 35 before curtailments were put into effect. 
Two months from now we may have none. 

In building up the company I have surrounded myself with the 
most capable personnel, including executives, foremen, spinners, 
polishers, the key ones of which have an average of 10 to 15 years of 
successful experience in their line of work. 

I was able to secure this outstanding personnel by assuring them 
that they would have permanent job security, and an opportunity to 
share in the success of the organization. We truly had a happy 
family. 

With this type of an organization we are able to do metal-spinning 
work of all types, metal polishing and assembly work. Our general 
foreman is on a business trip now securing addition equipment which 
will enable us to do metal stamping also. 

Beginning back in October, curtailment orders were being issued 
from aluminum mills and suppliers reducing our monthly quotas of 
metals. With each succeeding month these became worse, and with 
the new NPA regulation now in effect, 95 percent of our metal is cut 
off as of April 1, for use in our regular production, 

In anticipation of these full curtailment orders on metals for our 
regular production, we have put forth every possible effort at our 
conan to secure defense orders. 

We have sent soliciting letters to 493 companies who would nor- 
mally require metal-spinning work. 

We have made direct contact calls on procurement departments of 
various Government agencies, including the Air Corps, Signal Corps, 
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Army Ordnance, Quartermaster Departments, and Army engineers, 
requesting that we be Le on their procurement mailing lists to receive 
invitations on any and all bids for materials which would come in the 
scope of our manufacture. 

We have made personal contact on local plants who might have 
direct or subcontract work. We subscribe through our local chamber 
of commerce for reprints of United States Department of Commerce 
Daily Consolidated Synopsis of United States Government Procure- 
ment Information, and request bid and specification information on 
any items being purchased which we could manufacture. 

Je follow up Department of Commerce contract award informa- 
tion, and contact companies who have been awarded material or items 
on contract on which we might secure subcontract work. 

Our net results: Some experimental work for jobs, and one contract 
with the Navy Ordnance, totaling approximately $50,000. 

This will give us approximately 30 days’ production work, but it is 
not scheduled for sotectlan until August, which is 2 months after 
our civilian work will be completed. 

Replies from several of our soliciting letters advise that if these 
companies secure either defense or civilian orders over and above 
their own production tig that we will be given the opportunity 
to bid on subcontract work. 

Replies from some Government procurement agencies advising that 
due to their not having enough prints to supply all requests, or due to 
insufficient time from invitation or announcement until bid-opening 
time to enable us to submit a bid, that our request for bid forms was 
being refused. 

I have submitted some correspondence on that. 

(Correspondence referred to is as follows :) 

Marca 5, 1951. 
COMMANDING OFFICER, 

Picatinny Arsenal, Dover, N. J. 

GENTLEMEN : Please mail us by return mail blueprints and invitation bids for 
“Liner for deep cavity loaded shell”; quantity, 108,999 units; invitation No. 404. 
Opening date, March 15, 1951. 

We would like to bid on the above item and kindly ask that you furnish us 
blueprints and bid sheets promptly. 

Yours very truly, 


Coton Crarr Co. 
H. H. Gerrarp. 


OrDNANCE Corps, PICATINNY ARSENAL, 
Dover, N. J., March 15, 1951. 


Subject: Invitation for bids No. ORD 28-017-51-404. 


CoLon CRAFT Co. 
Indianapolis, Ind. 

GENTLEMEN : Receipt is acknowledged of your request dated March 5, 1951, 
for subject invitation for bids, covering liner for deep cavity loaded shell. 

In view of the fact that said invitation opens March 15, 1951, it is felt that 
there is insufficient time for you to properly prepare a bid; therefore, bid forms 
and drawings are being withheld. 

Very truly yours, 
J. Henry Hosxkine, 
Purchase and Control Officer. 
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Marcu 22, 10951. 
ORDNANCE CORPS, 
Picatinny Arsenal, Dorer, N. J. 
(Attention: J. Henry Hosking, Purchase and Control Officer.) 
GENTLEMEN: We have your letter of March 15 which in return was in reply (> 
our letter of March 5 requesting necessary prints and bid forms for your invit. 


tion No. 404. 
We are sorry there was a delay in your answering our letter until after it was 
too late to supply necessary forms due to insufficient time to permit us to submi: 


a bid on this item. 
Like many other firms we are being cut off from securing necessary materi: |< 


for the continuation of our regular business and have in turn put our efforts t, 
getting into the defense efforts. However, there just doesn’t seem to be enough 
defense business to go around, so we have not been too successful along this line 

We will appreciate your putting us on your list to receive prints and bid for. 
for any invitations which you have where metal spinning is invoived. This can 
be for items of aluminum, copper, or steel. 

Our specialty is metal spinning and experimental work and we have experi 
enced employees capable of turning out the very finest in workmanship. 

Thanks for any consideration you can give us and rest assured we stand reac) 
to be of assistance at any time, we are, 

Very truly yours, 
COLon CRAFT (Co 
H. H. Gereann. 

Mr. Van Wywnearpen. Based upon the limited accurate informa 
tion which is available to the average small-business man, as to the 
exact economic and defense status, we have two possible solution- 
which might solve our problems, and possibly those of some ot! 
small-business men. 

First, permit us to continue to use enough metal to give our skille 
help work until such time as the defense effort is progressed to the 
point where it will absorb our production capacity. And the Go 
ernment should, in this instance, direct the supply of metal, mak 
ing it securable. It is of no assistance to be able to use metal if no 
metal is available. 

Second, extend financial assistance for us to expand our plant faci! 
ities, whereby we will be in position to accept complete prime con 
tracts, thus enabling us to compete with the larger companies. We 
handle our own paper for our regular operations, and are in thie 
process of securing additional machines which will enable us to 
handle some prime contracts. We have the know-how and the skille« 
labor, the executive personnel, and the finances necessary, except fo! 
ample plant facilities. We can do the job and we are willing to do it 

In conclusion, we assume, based upon the fact that various contro!|- 
are being imposed, which completely curtail our normal production, 
that is the intent and purpose of our Government to set the country 
up on a 3- to 10-year defense production program. Are we correct 
in that assumption ? 

If not, then why are we being completely controlled by extinction 
orders‘ If so, then our thinking along the line of plant expansion. 
so as to enable us to put forth our entire efforts, skills, and abilities. 
is in order, and we would like to have the same consideration fina: 
cially and in the award of orders as the larger companies. 

Gentlemen, we need your most careful consideration and assi-'- 
ance. What do you have to offer? . 

Mr. Evins. Thank you, Mr. Van Wyngarden. 

The story you have related is one of free enterprise, of the free e! 
terprise system and American ingenuity. You have grown from 
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small plant with one employee to a big company, calling for Gov- 
ernment financing to expand even into a bigger field. It is a tre- 
mendous and inspiring story, the growth of your business. I believe 
you are manufacturing aluminum, glassware, and trays. 

’ Mr. Van Wynearven. Tumblers and sets. 

Mr. Evins. Have you given any consideration to changing over 
and substituting something else more essential during this period of 
emergency. 

Mr. Van Wyncarpen. We most certainly have, but other metals, 
in the same classification of aluminum, and seemingly that does us 
no good. 

Mr. Evins. Were you here this morning when Mr. Sampsell tes- 
tified ¢ 

Mr. Van Wynearven. I was not. 

Mr. Evins. A man who uses aluminum in his industry, I might say, 
that it was this committee who got the aluminum order extended for 
a period of 30 days. ‘This committee is in sympathy with your prob- 
lem. We feel that a small business of your category which pays 
taxes, and employs people, is an essential part of our economy. 

Mr. Van Wynearpen. That particular order, of course, we will 
been dealing with legitimate orders, and we have complied with the 
60-day stockpiling, so consequently it requires 90 days to get material, 
so that that extra 30 days is not going to do us much good. 

Mr. Evins. Of course, it has been Seought out this morning that 


the military is using aluminum at this time for military needs, and 
stockpiling, and a reserve bank is being built up, but this committee 
feels that sufficient aluminum should be found for small business to 
continue normal Spear: Mr. Halleck? 

t 


Mr. Hauxeck. I think I have nothing. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. No questions. 

Mr. Evins. Mr. Brownson. 

Mr. Brownson. I was very interested in your statement, Mr. Van 
Wyngarden, about the fact that you have tried to locate both subcon- 
tracts and contracts for defense production. 

Mr. Van Wynearpen. Yes. 

Mr. Brownson. I think it was you that said something about in 
some cases they had written back that there were not sufficient prints 
available ? 

Mr. Van Wynearpen. That is correct. We have some of the evi- 
dence there. 

Mr. Brownson. In other words, you have tried to get Government 
contracts, and they have refused you the opportunity to bid, on the 
basis of the fact that they did not have enough blueprints available 
for all the people to figure on. 

Mr. Van Wyncarpen. That is correct. The one big contract we 
got, we got the request on Monday, and the opening date was Tuesday 
noon. It so happened that our foreman from World War II was 
familiar with that particular type of contract, and we were able to 
prepare the bid and lots it in by Tuesday noon, when we got the notice 
only on Monday. It looks to me like more time should be allowed 
between the time bids are sent out and returned. 

Mr. Brownson. Is it your impression that all requests for bids 
were sent out at the same time? 
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Mr. Van Wynearven. We know definitely they were not, because 
there were other gentlemen at the table at the same time the bids 
were opened, and they had received theirs far in advance of ours. 

Mr. Brownson. Had your name been on the list to request that type 
of information ¢ 

Mr. Van Wynearpen. For at least 2 months previously. 

Mr. Brownson. Two months previously ? 

Mr. Van Wynearven. That is right. 

Mr. Brownson. Yet the requests for bids were sent out at different 
intervals to you¢ You had 24 hours to figure yours, and somebody 
else had a lot longer period of time ? 

Mr. Van Wrnaarpen. Yes. 

Another point of interest, at this same table when the bids were 
opened, we noticed that the mills quoting with us were offering earlier 
delivery. That was a factor in the alloting of bids. 

Mr. Brownson. But you still got the award ¢ 

Mr. Van Wynearpen. On of them I did, only on one contract. 

Mr. Brownson. I certainly think you are to be encouraged on that, 
and as a guest with your committee, I would certainly suggest that 
this matter of mailing out requests for bids at different times be 
checked into, because it cuttaialy looks to me that it would be very 
possible for partiality to exist there. 

Mr. Evins. I agree with your observation. 

Mr. Damas. Do you have any questions? 

Mr. Dacoas. No questions. 

Mr. Evins. Thank you. [Applause.] 

Mr. Charles R. Ogle. 

I am sorry, Mr. Ogle, you will be the next witness, but first I want 
to call Mr. Marshall D. Abrams as a substitute for a witness who was 
not called earlier this morning. Is Mr. Abrams here? 

Mr. Asrams. Yes. 

Mr. Evins. Very well. 


STATEMENT OF MARSHALL D. ABRAMS, MANAGING DIRECTOR 
AND GENERAL COUNSEL, BUILDING CONGRESS OF INDIANA, INC., 
AND THE CONSTRUCTION LEAGUE OF INDIANAPOLIS, INC. 


Mr. Evins. All right, Mr. Abrams. Will you state your name and 
the organization you represent / 

Mr. Asrams. My name is Marshall D. Abrams and I hold the posi- 
tion of managing director and general counsel for the Building Con- 
gress of Indiana, Inc., and the Construction League of Indianapolis, 
Ine. 
The Construction League of Indianapolis, Inc., is a trade associa- 
tion drawing its members from the various elements of the construc- 
tion industry operating within Marion County, Ind. It operates on 
the Building Congress plan and is made up of approximately 500 
members. 

The Building Congress of Indiana, Inc., is a federation of 22 organi- 
zations within the construction industry of this State. These organ- 
zations are representative of the various organized elements of em- 
ployer groups within the industry and are representative of approxi- 
mately 7,500 business firms within the construction industry of 


Indiana. 
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We desire to call the attention of this committee to certain matters 
concerning the defense program insofar as it concerns the construc- 
tion industry and the various regulations and restrictions pertaining 
to that industry growing out of the accelerated defense program. 

In calling attention to these matters, we do so, not in a spirit of 
complaining or of finding fault with the methods and procedures now 
required by the various governmental agencies involved, but being 
fully conscious of the dangers inherent in the present condition of our 
foreign relations, the statements contained herein are made with the 
hope that they may be of some assistance to the committee in shaping 
future procedures to the end that that function of the construction 
industry in connection with our defense program may increase in 
efficiency and usefulness. ; 

In the first place, we believe that as a general proposition the cost 
of Federal building projects is unnecessarily excessive. It is well- 
known within our industry that the cost of Federal Government build- 
ing can be expected to run from 20 to 100 percent in excess of similar 
projects built under contract with private agencies. 

or example, architects in this area commonly consider the cost of 
a modern hospital constructed with local funds, designed by local 
architects, and built by local contractors, to cost around $15,000 per bed. 
In contrast, one Veterans’ Administration hospital now being con- 
structed in Indiana will cost $28,000 per bed. 

While this is an extreme case, it is illustrative of thousands of cases 
over the United States of America which result from unbusinesslike 
and wasteful procedures employed by Federal agencies on federally 
financed building projects. 

While we are cognizant of the fact that this matter has been called 
to the attention of this committee and other governmental committees 
by various groups on many other occasions, we feel that the record 
should show a recognition on the part of the Indiana construction 
industry of the weaknesses in the Federal system which bring about 
this result. 

In Indiana we have over 100 general contractors capable of doing 
acceptable work on Federal building projects. 

Why is it that of all the general contractors in Indiana qualified 
to do defense construction work, only two or three of them will even 
bother to submit a bid on a sizable Federal project / 

On small projects of $100,000 or less, why do general contractors 
smile knowingly and start moving in the other direction when bids 
are invited ¢ 

In the first place, with reference to those Government projects for 
which the designing and specifying is done by Government specialists 
located outside the area in which the project is to be constructed, 
specifications on Government buildings are usually so vague that 
the contractor cannot know what is required. A requirement that 
roofing shall be built according to regulation X is discouraging to 
the ordinary small contractor. He doesn’t know where to find regu- 
lation X this side of Washington, and his operation prevents him 
from taking his time to ferret out such information. 

Such specifications are common in Government building, and this 
alone discourages many bidders and is responsible for the lack of a 
healthy competitive condition with reference to these projects. 
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- Then, too, Federal requirements, almost without variation, are such 
as to make necessary the employment of excessively expensive metho. 
and the use of unnecessarily expensive materials and installation-. 

In those instances where the designing is done by staff persone! 
in Washington, there is a total failure to make use of materials con. 
mon to the area in which the project is to be constructed. Thi 
specification of unusual materials, equipment, and installations no 
commonly used in the area, and which must be procured only after 
considerable investigation and shipped long distance, also discourages 
competition for Government work. 

Contractors who bid several projects each week do not care to become 
involved in bidding which requires many weeks of investigation ai 
letter writing to obtain information concerning the possibility of 

rocurement, delivery, and prices which are necessary to intelligei' 
idding. 

I might add that currently local contractors are amused at a 
requirement calling for footings 14 feet deep on a one-story structure 
of 2,000 square feet proposed for construction by the Federal Govern- 
ment in this area. 

In this respect, it is our feeling that a solution to these problems can 
be found if Federal agencies could revise their procedures in a man- 
ner which would permit the employment of local architects and en- 
gineers to a greater extent in the designing and specifying of materials, 
equipment, and installations on Federal projects. 

ie Government would thus be in a position to take advantage of 
the knowledge of these persons in facilitating the use of materials ani 
rs at more readily available and less costly as well as the em- 
ployment of construction methods customarily employed in the area 
in which the project is being constructed. 

In addition, competitive bidding would be increased, for general 
contractors would be more willing to contract with the Federal Gov- 
ernment if the investigations necessary to intelligent bidding could 
be thus simplified. 

The uncompromising attitude of Government inspectors and archi- 
tectural supervisors with reference to the construction of Federa] 
la see is another factor which adds to excessive Government costs. 

requently these inspectors or supervisors are inexperienced indi- 
viduals who proceed along academic lines and are given little latitude 
with reference to making decisions. 

In the construction of a building, the necessity for substituting ma- 
terials and equipment due to the present inability to obtain the speci- 
fied materials or oquigaiont or the prospect of long delay in the de- 
livery of such materials or equipment, is made necessary. 

Contractors tell us that Government inspectors categorically adopt 
an uncompromising attitude, frequently with reference to insignificant 
matters, often requiring the contractor to spend thousands of dollars 
on inconsequential items, causing expensive delays and nerve-shatter- 
ing situations. 

Only the largest and most affluent general contractors can afford 
to undertake Federal work under such conditions. The ordinary 
small contractor does not have other projects on which his workers 
can be employed during these interruptions. When such is the case, 
his workers are scattered to other jobs or remain idle and when work 
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is ready to resume he frequently finds it necessary to recruit new 
orces. 

é General ‘contractors in the building industry have had so much 
bad experience with these matters that only a very few of the lar 
contractors will now bid Government jobs. Then, of necessity, they 
make no secret of the fact that their bids are padded. Subcontractors 
also add a large percentage to their bids in order to protect themselves 
against such contingencies. 

The result of all this is that most general contractors refuse to 
compete for Government building, and those who do compete are 
required to figure excessive percentages to meet unforeseen contin- 
gencies as a matter of self-protection. 

This situation is so prevalent in the building industry throughout 
the country that those contractors who do bid on Federal Building 
projects are generally regarded as suckers or are publicly condemned 
as profiteers. 

Finally, the Federal Government is considered by the building in- 
dustry as ae. very poor paymaster. It is not unusual for a general 
contractor to be required to wait a year and a half for a final settle- 
ment. 

‘_ riations may revert to general funds before a project is 
completed requiring new appropriations to be made. Such condi- 
tions are financially embarrassing to even the largest operators and 
thoroughly discouraging to those less well financed. 

We feel that these conditions can be remedied by giving wider 
latitude and greater authority to inspectors and supervisors repre- 
senting the Federal Government. 

The matter of authority is highly important for numerous are the 
complaints on the part of general contractors of instances where 
authority for changes and revisions was given at the lower level only 
to be repudiated at a higher level, thus adding to the confusion and 
expense attendant to the building project. 

There is another matter in which methods could be improved in 
connection with Federal construction and which would be helpful to 
those competent building contractors who are not financially capable 
of undertaking projects whose cost may run into the millions of 
dollars. 

In Indianapolis there are many general contractors who could 
undertake the construction of Government projects costing less than 
$250,000 and do a very acceptable piece of work. 

At this period, particularly when Government building projects 
are running into the millions of dollars, the field of bidders capable 
of undestatiaas the larger projects is narrowed down considerably. 

The proposed construction of a $35 million finance center at Fort 
Harrison is a typical example. The number of general contractors 
financially capab e of undertaking a project of that size in the entire 
Middle West is very few. 

With the present curtailment of recreational, entertainment and 
commercial projects under National Production Authority’s restric- 
tions, we see the possibility of available work for the smaller operators 
being greatly lessened in the near future. These smaller operators 
represent a vast amount of know-how and talent and are employers 
of well-organized and efficient crews of workmen, all of which should 
be made available to the defense program. 
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While some of these smaller operators are having good success under 
the negotiated contract system recently instituted by the defense 
agencies, there will still be many of these operators who could be use- 
ful on defense projects but are deprived of the opportunity of doing 
so because the projects are too extensive for a small organization to 
undertake. : 

It has been suggested that if the larger Federal projects could be 
broken down into smaller units and contractors ome be permitted to 
bid on these separate units, more work could be made available to the 
small general contractor. 

Competitive bidding would thus be increased, costs reduced, and 
much available ability and skill could be contributed to the defense 
effort. 

Finally, the Construction League of Indianapolis, Inc., and the 
Building Congress of Indiana, Inc., have both gone on record as being 
definitely opposed to any further construction of federally financed 
housing projects during the rearmament period. 

We learn with regret that the National Housing Administration 
seems to be determined to go ahead with its program of Federal public 
housing projects at a time when Federal funds are so badly needed 
for other purposes and during a period when building materials for 
defense projects and necessary civilian construction are already in 
short supply. 

In communities such as the Indianapolis area where there is a 
real need for an increase of housing for defense workers and members 
of the Armed Forces, the construction of Federal housing projects 
which cannot possibly become available to such persons is greatly 
resented within our industry. 

Here we have extensive plans for the private building of many 
large housing projects. Private industry can and will supply neces- 
sary housing if properly encouraged by the Federal Government. 

In this respect, a relaxation of Federal credit restrictions on home 
financing in defense areas and other measures aimed at inducing 
private capital to enter into the housing field are badly needed. 

We are convinced also that a relaxation of Federal rent controls in 
defense areas would be of large assistance in contributing to an in- 
crease in the construction or rental housing in such communities. 

Mr. Evins. Is your testimony to be considered as that of an in- 
dividual contractor or representing an organization ? 

Mr. Asrams. I represent these trade associations, representing some 
7.500 firms in Indiana. 

Mr. Evtns. Do you consider yourself a small-business man, a small 
contractor ? 

Mr. Asrams. I don’t know what you call big business and smal! 
business. I doubt if there are any real big-business men in the con- 
struction industry, aside from the larger producers. 

Mr. Evins. You made a statement that none of the small contractors 
would bid on Government specifications, and very few of the big ones, 
and if they did, they were looked upon as suckers. 

It was also surprising for me to hear your testimony that you con- 
sidered the Government poor pay. The other witnesses we have had 
are all trying to get some of the Government business. 

Mr. Asrams. Well, I think the Government always pays, but some- 
times it takes a long time to get it. 
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Mr. Evens. Mr. Halleck. 

Mr. Hatzeck. I would like to inquire, Marshall, how many different 
agencies of the Government carry on their own construction work. 

Mr. Apsrams. Well, of course, the Veterans’ Administration has 
been carrying on its own program, and all of their designing is done 
by architects and engineers employed by the Veterans’ Administra- 
tion, and that is where we have had the most trouble. 

On the other hand, most of the other work is supervised by the 
Corps of Engineers, and we have had a better experience with them, 
but this matter of architectural inspection and supervision at the site 
level is a bugbear which our industry just—well, our people simply 
abhor Government work; they just don’t want to fool with it at all. 

Mr. Hatiecx. As I understand it, your position is that the Govern- 
ment would get the buildings erected at lesser cost if they would let 
the contracts for the design and construction to local people / 

Mr. Asprams. That is right. 

Mr. Hauieckx. The Hoover Commission recommended, as I remem- 
ber it, that all of the construction activities of the Government be 
grouped in one agency. 

Mr. Asrams. That is right. 

Mr. Hatzeck. I don’t think anything has been done to implement 
that yet, as I recall. 

Mr. Asrams. I don’t recall, either. 

Mr. Evtns. I think I would be inclined to agree with Mr. Halleck 
on that score, and I have supported most of the so-called Hoover 
Commission recommendations, but I do not think I should go so far 
as to eliminate inspection, because in the veterans’ housing program it 
has been shown that inspection has been very necessary te ee of 
inferior and substitute material placed in some instances. 

Please do not misunderstand me. I do not charge that with respect 
to your company or others, but inspection service seems to be essential. 

Mr. Asrams. You have a different situation there, Congressman, 
because in the instance of the veteran housing, the veteran employs 
his own builder, and in the case of the Government it would, of course, 
be the usual Government requirements to be complied with, and you 
will get good builders and good architects and good engineers. 

We don’t object to Government inspection, understand, but we do 
object to the lack of authority at that level. Sometimes it takes months 
during the building of a sizable project to get authority from some- 
body, and usually it has to go up through the channels and back down 
through the channels to get authority to make a minor change, and 
that becomes so costly to the contractors and the subcontractors thet 
they do not want Government work. 

And when they do bid it, of course, they make allowances in their 
bids to take care of those losses, which they are sure to encounter. 

Mr. Evins. Your observations are well taken, Mr. Abrams. Just a 
moment. Mr. Curtis? 

Mr. Curtis. Yes. 

You stated that some of the specifications were vague, which would 
mean that you would have to have discretion in order to interpret them ¢ 

Mr. Asrams. Not that especially, but the trouble is in the building, 
you see, here a contractor is invited to bid on a set of blueprints and 
specifications, then he finds here a specification that something shall be 
built according to regulation 514-F-4-FY. 
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Mr. Curtis. He does not have the full information ¢ 

Mr. Anrams. No, he does not, and it takes him weeks to find out, and 
it is such a discouraging situation that it discourages competition. 

Mr. Curtis. Then it is not true that once you get a bid the specifica- 
tions are sufficiently definite, when you do compile all this additiona| 
reference material, is that correct? 

Mr. Aprams. Oh, yes; as a general proposition the Corps of Engi- 
neers does a pretty good job. 

Mr. Curtis. So essentially, as I understand your testimony, you 
think if they are going to employ inspectors, that they ought to give 
them some authority? 

Mr. Asrams. That is right. 

Mr. Evins. Mr. Brownson ¢ 

Mr. Brownson. You people in the construction industry, do you 
feel that there is much of a black market or gray market, whatever color 
you want to call it, in the construction industry ? 

Mr. Asrams. We get the story every day that you can get everything 
you want, if you are willing to pay for it. 

For instance, we had one of our roofing concerns here recently bought 
some sheet aluminum for a special job. As I understand it, the goiny 
price is about $38, and he paid $58, and when it was received, half of 
it was made in Germany, and half of it in England. 

As I recall, last fall, some survey was made to determine just where 
the various proportions of the steel output in the country were going, 
to what segments of industry, and there was about 15 percent of the 
steel produced in the United States that nobody could account for, and 
it is supposed that that goes out the back door some place, because you 
can buy steel; we know in our industry if you are willing to pay the 
price you can get anything you want. 

Mr. Brownson. How about labor? I have noticed in the local papers 
that, there have been quite a lot of advertisements from out of town 
for construction workers. How does that affect you ? 

Mr. Aprams. We try to keep those advertisements out of the news- 
papers as much as we can. But our labor supply seems to be adequate 
at the moment. 

In connection with this matter of satisfying Government inspectors. 
I should mention the fact that a Federal project built here in 
Marion County within the last 2 years, it was required that the con- 
tractor build a sample of a brick wall 6 by 6, which was to be usec in 
building, and to ship it to Washington for approval. [Laughter. | 

Mr. Hauieck. Mr. Chairman, I want this off the Liaw and the 
reporter can pass it. 

(Discussion off the record.) 

Mr. Evins. Back on the record. Thank you for your testimony, 
Mr. Abrams. 

Mr. Asrams. You are welcome. 

Mr. Evins. I will cali Mr. Charles R. Ogle now. 


STATEMENT OF CHARLES R. OGLE, PRESIDENT, ELECTRONIC 
RECTIFIERS, INC. 


Mr. Evins. Will you give us your name and the organization you 


represent ¢ 
Mr. Octe. My name is Charles R. Ogle, and I am president of the 


Electronic Rectifiers, Inc. 
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Mr. Evins. You may proceed. , 

Mr. Octe. I really wrote this up in order to keep from exploding, 
because I have a tendency to say some things that I think, sometimes, 
that are not too good to be aired publicly. [Laughter.] Even to 
Government representatives. 

Mr. Evrinv. Go on, Mr. Ogle. 

Mr. Oate. I am speaking as the president of Electronic Rectifiers, 
Inc., a nee sel which was incorporated on June 17, 1946, and which 
commenced operations in November of the same year. 

We are located in our own building in Indianapolis, Ind. We em- 
ploy an average of 10 male workers; 80 percent of these are GI's. 

We carry out only the technical emt of our process in our own 

lant, relying on others for the mechanical fabrication of the parts. 
‘his accounts for the small number of employees. 

We own our dies and tools and process equipment. We occupy a 
single-story block building made of concrete, approximately 40 feet 
wide by 100 feet long. The company owns this building. 

We produce as our main product magnesium copper sulfide dry 
contact rectifiers, an electrical device for changing alternating cur- 
rent to direct current without the use of moving parts. 

To do this, we utilize the phenomena of dry contact electrical recti- 
fication existing between magnesium, a metal, and cupric sulfide, a 
compound of copper and sulfur, which we make from the raw ma- 
terials. A melt amount of nickel is also required, as it is used in 
a very thin section; most frequently as a plated coating on the steel 
spacer washers or plates of the rectifier assemblies. 

Nickel is used to form a nonpolarizing electrical contact permitting 
a number of rectifier junctions to be connected in series for higher 
electrical voltages than a single junction will stand, as nickel does not 
react with either magnesium or cupric sulfide. No other available 
materials are satisfactory for this type of rectifier, which is produced, 
to our knowledge, by om one other company, the P. R. Mallory Co., 
of this city. I beleve that we are the only two producers of this 
product in the world. 

“Lektron” rectifiers, our brand of magnesium copper sulfide recti- 
fiers, are not competitive with either the copper oxide type as typified 
by those end oa, by the Westinghouse Electric Co., and the selenium 
type as typified by those produced by the Federal Telephone, or I. T. 
& T., whose former head, Harrison, has been placed in charge of the 
strategic materials for all in the rectifier field. 

“Lektron” rectifiers have the ability to withstand greater mechani- 
cal and electrical and high-temperature abuse than any other type of 
dry-contact rectifier, but do have the disadvantage of a somewhat 
lower electrical efficiency. It is on this efficiency basis that the defense 
rectifier specifications have recently been modified to eliminate all but 
the selenium type, the type produced by Harrison’s company. 

Even in the face of this situation several products are being devel- 
oped for defense projects around “Lektron” rectifiers, but no firm 
production orders will be forthcoming for some time. 

Magnesium copper sulfide rectifiers are alone in a new field rapidly 
developing for their use in resistance-welding applications. 

Here extensive savings in the use of copper can be made due to the 
use of three-phase electrical service, eliminating the present single- 
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phase system with its waste of copper and with a resultant improve- 
ment in electrical power factor and important item in power genera- 
tion and distribution. 

This is a thing I did not know whether I should put in or not. This 
is something that was confidential a year ago, but not to the Russians, 
incidentally. They knew about it before I did. They knew that 
the rectifiers were used before I did. 

It may interest this committee to know that over 30,000 amperes of 
“Lektron” rectifiers were purchased for the Knolls atomic-energy proj- 
ect sponsored by General Electric Co., who produce both of the other 
two types of dry-contact rectifiers. This is cited to show that ours is 
a selective market for the difficult rectifier applications. 

Incidentally, on that, I have been turning all inquiries from the 
other side of the iron curtain down at the request of the local FBI, 
with whom I cleared the thing. I got some pretty nasty letters. You 
could see the buying agent of the Russians, they would go into one 
satellite country, and you could follow them, and the letters came 
from this society, this, that, and the other thing, and in clearing with 
the local office here they just said to ignore them. First, they got the 
clearance from Washington, and that was what the attitude was, they 
said to ignore them and throw them in the wastebasket, which I do. 

However, I found before I ever knew where the things were going 
that they apparently censored where they were going or their use, they 
either censored it or got it in some other way. 

We are a young company with a product in the development stage, 
trying to do with rectifiers what has not been done before. We have 
built up an enviable reputation in the civilian field for quality of prod- 
uct. Thousands of Lektron rectifiers are giving a good accounting in 
the quick battery charger and electroplating markets. Our company, 
being small and unrecognized by the military, cannot exist unless we 
receive materials for civilian use in sufficient volume to cover our op- 
erating costs until such time as our products are accepted for defense 
applications. 

n this connection, our only competitor, the P. R. Mallory Co., is 
probably not in this same position, as their strategic material rectifier 
requirements are relatively small when compared with the require- 
ments of their much larger metallurgical and electronic divisions, so 
that their total allowance of materials for the whole operation could 
easily carry the small rectifier activities. We do not have any sup- 
porting activities. 

Our prices have never been increased since we started operations, 
even though copper and magnesium now cost us 50 percent more than 
they did when we started. 

We have been able to maintain prices through increased volume and 
improved methods such price maintenance made necessary by our com- 
petition. 

If our materials are so far reduced that we cannot operate at a profit, 
we will be forced to retire from this business, and another big business 
monopoly will be created. 

In all fairness to our competitor I do not believe that they desire this 
to happen, as competition stimulates better products. 

The terrific load placed upon the manufacturers of selenium recti- 
fiers, with the resulting shortage of selenium which now exists, should 
make a mentally active government subsidize such firms as ours, if 
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necessary, rather than hamper their activities to the extent of forcing 
them to cease operations. 

Our competitor, probably realizing our position, several months ago 
forwarded us a photostatic copy of a form for filing rectifier material 
requirements with the Government as is being submitted by NEMA, 
the National Electrical Manufacturers’ Association, for the rectifier 
industry, with the suggestion that we file our requirements directly 
with Washington as we are not members of NEMA. 

This we did; forwarding it to Howard W. Way, Electrical Machine 
Division, Machinery Section, NPA, Washington, D. C., on February 
5 of this year. 

About one month later we received a phone cail from a Mr. Rosen- 
thal in Washington who said he represented Mr. Way, asking us if we 
needed immediate help. We advised him we did not, that the petition 
was for their general action which he advised would be coming soon 
to place all materials under a controlled-materials plan. 

Two days later a new copper and nickel ruling was announced 
which, if enforced, will cause us to close, as two-thirds of our busi- 
ness normally comes in the second half of the year, due to the demand 
for quick charger rectifiers which must be made in the summer and 
fall to get them to the trade by winter. We want a higher copper 
and nickel quota for the last one-half of the year, 

We also want some consideration as a new growth company, as 
there is a certain minimum below which we cannot operate. 

The total amount of material involved is microscopic when com- 
pared to the total of all materials used of the type we require—and 
remember, there are only two of us in the whole world doing this 
thing, 

It will be quite helpful if you can obtain rapid action on the mate- 
rials petition as filed with Mr. Way, as mentioned previously. 

We will then know if we can continue in business, or must be one 
of the casualties of, in my opinion, a Truman-made crisis which does 
not exist and which, if it does exist, should make you more interested 
than ever in keeping a product on the market which at least has an 
indirect bearing on our defense program. 

Thank you. 

(Laughter and applause. ) 

Mr. Oete. Now, that is a statement of fact, since I knocked off yes- 
terday afternoon, and it is tempered considerably from some of the 
things that I can only guess at. I am not making any statements— 
maybe all those things are happenstances—but having dealt with the 
Government to the extent of handling contracts of $3,000,000 a year 
when I was connected with P. R. Mallory during the last war, before 
I started my own company. I headed their rectifier division, and 
I know a lot of things that can happen. 

Incidentally, in that connection, I designed the original equipment 
that I am now prevented from even taking contracts on. 

The law gives the purchasing agent at Wright Field—let’s be 
specific on this one—the right to split the contracts, and cut them into 
little chunks for the little fellows, but they have seen fit not to do this. 
For instance, in this last letting, about 8 weéks ago, P. R. Mallory 
put in a little whip, and said, “If you will give us this whole order, 
we will take it for 5 percent less.” 
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That means that some items they will be high on, and some low, bi 
by all indications they will be low, otherwise there would be a 5-percent 
penalty on the thing, and that really did the trick. 

The joker in the thing is that they told me the other day, they sai, 
“Say, Wright Field has not given us that order, even though we were 
low on it.” So they are having trouble. 

That order was for about $300,000. 

Now, we of the little company would like to pick out an item, say, 
for $50,000. That is about as much as we can digest, because in Gov- 
ernment work it normally takes 6 to 8 months after you finish the 
thing. You buy all your material, and we discount all our bills, and 
we have it there, and by the time you get the inspectors around to 
look at it, many months elapse, and it goes on for tests. As a matter 
of fact, I have got a couple of little jobs—a man took it before Korea— 
and the company that he wanted to build this material “welched” on 
the deal, and he asked us to bid it. He made a mistake in his costs. 
We are building the models, and ‘we have gone back to Wright Fie| 
and said that we would not have any part in it, because the total of 
the purchased parts is more than the contract price, and they have 
the right under the law to up it, but that has been pending for 60 
days, and they have not done anything. So they are not in a hurry 
for the things, even on the sample, it has been months since we told 
them to clear the inspection of this material through the local office. 
and they cannot get the authority over to the local inspectors to clear 
it, so they are not in a hurry. 

Mr. Evins. Thank you for your fine statement. May I say and re- 
peat again, as I said at the outset, that this is a bipartisan committee, 
and we are all sympathetically in accord with your difficulties. 

Mr. Oate. The only thing I am asking for is some action. Look 


here, there is February now, and this morning’s Journal of Com- 
—_ says that they are switching over, they are not going to have 
CMP. 

Mr. Evins. I want to ask you a question: What would be your ob- 


Si with respect to CMP being put into effect during World 
ar : 

Mr. Oate. I don't think it is necessary. For instance, your RFC 
ang would not pay a cent under the market for tin yesterday, a cent 
ower than they are selling it for, and for some reason I asked them 

why, and they did not say why. 

Mr. Evins. If that plan was put into effect—— 

Mr. Octe. My problem is not getting material. For instance, | 
was interested in this contractor, he said you can get plenty of steel. 
I have trouble in getting steel, because I refuse to go to the black mar- 
ket or the gray market. 

I had a letter this morning on steel offering me—these steel firms, 
incidentally, are located out in the “sticks,” and I have a o customer 
out there who keeps getting them into me, from Omaha, and Okla- 
homa City. This is from Oklahoma. 

Mr. Evrns. I thought they were in Gary, Ind. 

Mr. Ocie. Carload lots, almost oa the mill shipment price. 
You can get all the steel you want, any kind of gage up to—well, our 
local jobbers don’t have any here, but we can get up to 20,000 tons 
any time we want it by patronizing firms like that. I have a half 
dozen styles that have come in. 
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Mr. Evrns. I suggest that you file with your statement all letters 
and quotations of enhanced price, 

Mr. Octx. If you want it, you can have it. 

Here. is another thing, I want to raise a question, here is a letter 
that came to me today — the Orchard Refining & Smelting Works 
on selenium. It reads: 

We fully understand that selenium is a toxic metal, and in the event we are 
able to consummate a purchase, we will submit a statement releasing you from 
any damages that may be incurred in our handling this material. 

They are begging for scrap rectifier plates to distill the selenium off. 
I am not making selenium, but when I was with another company we 
made it, and we paid about 90 cents per pound, and the price is $6.35, 
and today they have got their supply bottled up, and somebody says 
that they cannot furnish any, they would be pt to, but they have 
not got it, and here this company is offering it for $6, and another 
company offering me 500 pounds for $15 a pound. 

The point I am making is that the selenium shortage is real, and 
firms like us should be kept going, because we do not use any selenium. 

Mr. Hatieck. That is your fundamental problem, you say you have 
a product that will do the work and do the job if it 1s just cleared by 
the Government, and will relieve pressure pt places / 

Mr. Oete. You see, I am automatically going to be cut down in my 
sales, simply because my customers cannot buy the transformer steel 
and copper wire necessary to make the transformers to match the 
rectifiers I sell. 

Mr. Evins. A few questions: You said at the outset that you and 
one other company were the only ones in the field. 

Mr. Oete. That is right. 

Mr. Evins. And later on you spoke about National Electrical Man- 
ufacturers Association. 

Mr. Oeie. That is on this type of rectifier. You see, this recti- 
her—— 

Mr. Evins. Another type? 

Mr. Oatx. It stands a lot of abuse, and in the low-voltage field it is 
much more efficient than any other type available. 

The other fellows are competing with it, competing with me, but 
1 am in my field and I am alone. 

Mr. Evins. Would you care to elaborate on the observation you 
made about General Harrison ? 

Mr. Oate. That is the reason I put this in writing. I know there 
was an attorney and he said it is always easier to get your name on 
something than to get it off. I was raised in the St. Louis territory, 
so know my way around, that is Truman’s stamping ground. That 
may answer your question. I am still pretty well connected down 
there when it comes to a final showdown. 

Mr. Evins. Well, we are glad to have your statement. 

Mr. Oatx. The only thing is, I am fighting this thing through on 
its merits. I have been in Indiana for 12 years. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. I have no comments. 

Mr. Evins. Mr. Brownson ¢ 

Mr. Brownson. I have no comments. I have had the pleasure of 
working with Mr. Ogle and trying to push this thing through, and 
I know he is up against a difficult situation, and I share with him 
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the hope that this hearing before the committee will give him some 
relief. 

Mr. Oate. I have tried to clear it through the regular channels, anc 
when I talked to them I was referred to Mr. Rider. I filed an extra 
copy of the report, which Mr. Brownson has, with Rider. Rider was 
nee after I filed the report. Rider says, “You are two jumps 
ahead of me. I cannot get these rulings as fast as you do. Where «lo 
you get them?” 

I said, “Well, you get them through the natural channels which is 
naturally slower than the newspaper channels.” 

(Laughter. ) 

Mr. Evins. In all seriousness, Mr. Ogle, I want to assure you that 
this committee will be a strong arm in supporting your recommenda- 
tions and in pressing your materials petition. 

Mr. Octe. That is the only—if they tell me no, I happen to be ina 
position where I can turn the key in the lock. But I hate to do that, 
because I have always been a scrapper, and I have been told to watch 
myself a little because of my blood pressure situation. I hit 60 the 
other day, and I am living from day to day, but I thought I would 
like to live this thing through. I don’t like the way they are han- 
dling it. 

Mr. Evins. Thank you for your testimony. [ Applause. ] 

These letters handed in by Mr. Ogle will be made a part of the 
record. 

(The douments referred to above are as follows :) 

WesTeRN Smevtine & Rerrnine Co., 
Omaha, Nebr., March 29, 1951 
We are pleased to offer for sale for prompt shipment : 


Prime hot-rolled mild steel plates : 
0.354 gage, 683 by 394 inches_- 
0.394 gage, 55 by 394 inches__- 
0.433 gage, 55 by 394 inches___-_~- 
0.472 gage 47 and 55 by 394 inches- ' 
Price $10.50 hundredweight f. 0. b. cars New Jersey subject to wire acceptance 
and prior sale. 
Western SMELTING & REFINING Co. 
M. AvpIrRN, Secretary. 


ANACONDA SALES Co., 
New York, N. Y., Nowember 16, 1950. 
EvLectronic Recririters, INc., 
Indianapolis 3, Ind. 
(Attention: Mr. Charles R. Ogle, president.) 
GENTLEMEN: In reply to your letter dated November 15, wish to advise we 
produce selenium in black powdered form only. 
This material analyzes anywhere from 99 to 99.40 percent selenium. How- 
ever, we do not have any selenium to offer at the present time. 
Thanking you just the same for your inquiry, we are, 
Very truly yours, 
ANACONDA SALes Co., 
A. W. McEwan. 
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OrcHARD REFINING & SMELTING WoRKS, INC., 
Newark, N. J., April 2, 1951. 


ELectronic RECTIFIERS, 
Indianapolis, Ind. 

GENTLEMEN: We are interested in purchasing regular accumulations of 
selenium-coated aluminum scrap or rejected rectifiers. As a manufacturer of 
selenium rectifiers, you no doubt generate this type of material. 

We fully understand that selenium is a toxic metal, and in the event we are 
able to consummate a purchase, we will submit a statement releasing you from 
any damages that may be incurred in our handling this material. 

Trusting we may hear from you at your earliest convenience as it would be 
helpful in establishing our production position, we are, 

Very truly yours, 
OrcHarp REFINING & SMELTING WorKS, INC. 


8. L. FrrepMAn. 
Mr. Evins. Mr. Edward A. Gardner. Will you come forward, 
please. 


STATEMENT OF EDWARD A. GARDNER, JOSEPH GARDNER C0O., 
SHEET METAL CONTRACTORS 


Mr. Evins. All right. Will you give us your name and the name of 
your company, please. 

Mr. Garpner. My name is Edward A. Gardner, and I am with the 
Joseph Gardner Co. We are sheet metal contractors. 

We are engaged in the processing, fabricating, and erecting of 
sheet metal work composed of industrial sheet metal such as blow 
pipe, converoy housing, and so forth; heating; ventilating; air con- 
ditioning; restaurant equipment; sheet metal work on building con- 
struction such as gutters, downspouts, roofing, skylights, cornices, 
flashing. 

In order to maintain a normal working condition it is necessary that 
we have at all times a sufficient supply of hot rolled and galvanized 
steel sheets, together with a small supply of stainless steel and alu- 
minum and copper sheets. 

At the present time we are obligated by contracts to furnish and 
supply certain materials and equipment to our customers; these com- 
mitments were made in the early fall of 1950. Under present restric- 
tions upon the use of the above-mentioned materials it is difficult for us 
to fulfill our present obligations and to assume orders for future de- 
liveries which we must do in order to keep our business in operation 
and keep up a normal employment of workmen which we feel we are 
obligated to do in order to maintain a normal and healthy condition 
in the community in which we live. 

We feel open hearth and galvanized sheets can be supplied in suffi- 
cient tonnage by our steel mills; however, restrictions should be placed 
upon the disqualified jobbers and brokers. We do not understand why 
firms like ours who have bought these sheets from the steel mills for 
the past 25 years or more, in lots of one or two carloads per year, now 
must depend upon our local steel warehouses who are obligated to sell 
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to all the industries and manufacturers throughout the State of 
Indiana, as well as city sales, while we receive telephone calls ai 
numerous bulletins from unknown brokers for the sale of any tonnage 
of sheets. 

We do not know how to seeure prime or subcontracts. We have 
asked four or five agencies to be placed on their mailing lists, but have 
had no results. 

I was advised at a meeting last night of the Sheet Metal Contractors 
Association of Indianapolis, Ind., that none of its members have 
received any prime or subcontract orders. This association is com- 
posed of the large sheet metal operators in this vicinity. 

The entire membership assured me that our firms are too small for 
individual orders but they would be willing to divide the work of a 
large order among the different firms best suited to handle the indi- 
vidual work, making available approximately 150,000 square feet of 
floor space and 450 journeymen, which is equivalent to handling a 4 to 
41% million dollar a year order. 

At the present time we are not having any financial difficulty but 
if a substantial order would be allotted we would need some financial! 
assistance. 

In conclusion, it is our desire to cooperate to the fullest extent with 
the authorities. We are at your command to assist in solving any of 
these problems. We trust this statement will be given serious con- 
sideration and will be of assistance in reaching a satisfactory con- 
clusion. 

Mr. Evins. Thank you, Mr. Gardner. 

Now, the committee has some 15 additional witnesses who have 
signified their intention or desire to testify, and we are going to ask 
some of the witnesses, if they can, to limit their testimony somewhat. 

Mr. Ernest D. Hartman. 


STATEMENT OF ERNEST D. HARTMAN, PRESIDENT AND 
TREASURER, FOOD DISPLAY COVER CO., INC. 


Mr. Evins. Will you state your name and the name of your or- 
ganization, please. 

Mr. Harrman. My name is .Ernest D. Hartman, president and 
treasurer, and a minimum stockholder in the Food Display Cover (o., 
Inc., Indianapolis, Ind. 

The Food Display Cover Co., Inc., started business approximately 
15 years ago. We manufacture merchandise that sells in the sanitary 
field for food display—hospital items such as Infant Oxytents, oxygen 
canopies, and microscope and laboratory covers. In a good pro- 
duction year we use from 50 to 75 tons of various types of wire in 
different sizes. We use small quantities of copper, nickel, and chrome 
for the electroplating of the wire structures for our merchandise, 
and which for sanitary reasons is essential. Still further, we use 
quite a lot of various sized corrugated cartons for shipping. Wire 
and cartons particularly are very scarce. During the first 6 montis 
of 1950 we were showing an excellent increase in sales volume and 
a profitable operation. During the last 6 months, becausé of lack 
of material, we ended the year with a 15-percent loss in sales ani « 
money loss that was rather sizable for a small company. At the 
moment, with materials on hand and in sight, we can see from 2 to } 
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months of curtailed continued operations. Beyond that we have no 
assurance of what the future holds, unless we have some help and 
relief. 

After’ going through the years of development, putting on the 
market something that was never manufactured before—bringing it 
from the early eld of what might be called a specialty line, our 
merchandise is now considered, in the bakery, grocery, and restaurant 
fields as practically a necessity for the flexible, sanitary care of foods. 
During this 15 years we have expanded from one small room to 
where today we occupy approximately 5,000 square feet. Also, dur- 
ing that time we have built up sales with more than 1,000 jobbers in the 
United States. Aside from the taxes paid by our ameee and em- 
ployees, these more than 1,000 jobbers and their employees depend 
upon some of our merchandise to sell which in turn produces additional 
employment and taxes. 

After this 15 years we again find ourselves in a condition and situa- 
tion, for the second time in a period of 10 years, whereby economic 
conditions, not of our making, cause us to fight for our very existence. 
Throughout World War II, we tried 4 op without success, 
using every honorable known method, to obtain war work. 

Finally, during the last few months of that war, the Smaller War 
Plants Co ration approached us and stated that a local manufac- 
turer had been wrestling for nearly 2 years with a job of manually 
filing stamped metal parts, which were a part of the assembly of belts 
for holding a pilot in his plane. They asked if we could devise a way 
of snieally filing these parts for Sikarsios, as this local manufac- 
turer had tried every method known to him to retain help on the 
job for this manual filing, but had come to a point where he had lost 
several orders for the Air Force, and was having a problem of meet- 
ing his shipping schedules. In 2 weeks’ time we set up to do the job, 
largely because we didn’t know it couldn’t be done, and in 6 to 8 weeks, 
with a very small force, we were turning them out at a rate and to a 
point where the prime contractor had to slow us down. We recite this 
instance as an illustration of what a small plant can do in a war 
production effort, although foreign to their regular operations. 

In recent months, through jobbers, we have bid on several lots of 
oxygen canopies for various branches of the service—also one lot of 
1,000 mieroscope covers. In each case we have found that the spe- 
cifications were of such nature that they decidedly favored larger 
competitors, and in most cases to a point whereby, with our fabrica- 
tion and equipment we would be unable to produce the wanted item. 
As anticipated, we didn’t receive the orders. If some plan was de- 
vised whereby armed service needs from certain areas could be worked 
out to the small manufacturer in that area, and he could take care of 
those particular items, or at least to his capacity to do so, and pos- 
sibly with low overhead and small operational expenses plus possibly 
a lower labor cost, the Government, we believe, would be saved money 
over and above what they are paying for comparable items today. 

Most small-business men ake the capital to continue very long, un- 
der existing conditions. It would seem these small businesses, which 
we are told are the backbone of the country, should by some speedy 
method be preserved and immediate steps taken for that preservation. 

As a suggestion of what might possibly be done to help us in our 
condition, also other manufacturers that we are sure are in the same 
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poe’, it is our opinion that some type of organization should be 
ormed, completely controlled by Congress and similar in combined 
operations to that of the World War II Smaller War Plant Corpo- 
ration, and larger city offices of the War Production Board, and that 
organization have sufficient scope and power to not only funnel smaller 
prime and sub contracts to the small manufacturers, but also have 
sufficient power to provide some basic material for the civilian econ- 
omy. The above su tion, of course, is somewhat the ideal, and as 
we see it, however, Congress is the representative of the people and 
should, some way, somehow, have the power to, of course, put de- 
fense needs first, but work out the problems of the smaller manufac- 
turer who doesn’t have the capital to go out and purchase materials 
in huge quantities and protect himself. 

From our standpoint, frankly, we need some war work. Some 
products that we manufacture, such as our food covers and hospital 
and laboratory equipment, particularly oxygen canopies, are purchased 
by the Armed Forces. If a way was devised whereby the purchasing 
of some of these products could be channeled to us, it would be most 
helpful. Aside from that, if there is other war work we might do, 
we would enter into it wholeheartedly, in an effort to be helpful. 

We are told in all types of publicity, that certain basic materials 
curtailed only a certain percentage and that a certain percent, usually 
the larger percent, is assigned to civilian production. When we try 
to purchase these materials on a reasonable cost basis, however, we 
just can’t find the materials, or even at times have our orders accepted 

vy sources of supply. 

We submit this brief outline of our condition in the hopes that 
something can be done about the matter speedily, which will change 
this condition and allow smaller manufacturers and businesses of vari- 
ous types, to continue at least reasonable operations, and also be put 
to good use in the war preparation effort. We thank you for any con- 
sideration given. 

Mr. Evins. Mr. Brownson ? 

Mr. Brownson. I don’t have any questions. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. Yes. I may have missed it, but what are the types of 
materials that you use in these covers? 

Mr. Hartman. Well, we use wire, of course, in several sizes, round 
and flat, and then we use— 

Mr. Curtis. Is that steel wire? 

Mr. Harrman. Bright basic, it is usually called. That is our prin- 
cipal trouble. 

Mr. Curtis. Those are cardboard cartons, is that correct ? 

Mr. Harrman. Yes. 

Mr. Curtis. We have heard elsewhere that there is a shortage 
there. Have you had offers on this wire that you could get at higher 

rices ¢ 
“ Mr. Harrman. Yes, I have. In fact, I have one over in my brief 
case. It is practically double, f. 0. b. Los Angeles, check with the order. 

Mr. Curtis. We would be very much interested, would we not, in 
receiving any information on this gray market or black market or 
whatever you might call it? 

Mr. Harrman. It is a Chicago concern quoting as of Los Angeles, 


f. o. b. Los Angeles. 
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Mr. Curtis. If you will supply that to the committee afterward, we 


would —- it. 
(The 


Foop D1isPLay Cover Co. 
Indianapolis, Ind. 
(Attention Mr. Hartman.) 


etters submitted for the record are as follows: ) 


OLIverR STEEL Co. 
Chicago, 1U., April 2, 1951. 


GENTLEMEN: Attached herewith is our latest steel inventory for your inspec- 


tion. 


Yours very truly, 


Looking forward to serving you further, we remain, 


L. M. Morris, Sales Department. 





P. S.—May we suggest that you mail us a list of your steel requirements. 


Oxtver STEEL Co. 


With 


our cross-filing system, we may be able to supply some of your needs from time to 





time. 
ae Weight Description Price 
178 | 2,110 Ibs. ...... 20 Ga. X 344” X 16” C. R. Soft Temper, Prime. ..| $12.00 Cwt. 
176 | 2,008 Ibs... | 20 Ga. X 436” X 2834” C. R. Soft Temper, Prime. | $11.65 Cwt. 
177 | 1,552 Ibs | 20 Ga. X 219” X 4834” C. R. Soft Temper, Prim --------+-] $12.70 Cwt. 
178 | 2,354 sq. ft_....| 20 Ga. X 944” X 2834" C. R. Perforated Blanks, Prime Ps 
180 | S02 Vbs.__...... | 20 Ga. X 314" X 5344” C. R. Soft Temper, Prime. ......__. .....-| $11.65 Cwt. 
181 | 4801bs .......- 20 Ga. X 7” X 1914” C. R. Soft Temper, Prime..._........._.. | $10.60 Cwt. 
182 | 270 sq. ft__...- | 20 Ga. X 1254” X 53%6” C. R. Temper, Perforated Blanks, Prime_| 24¢ Sq. Ft 
185 | 170 Ibs _...... 20 Ga. X 3146” X 53” C. R. Soft Temper, Prime | $11 65 Cwt. 
186 | 354. sq. ft__.... = X 12%6" X 534%” C. R. Soft Temper, Perforated Blanks, | 24¢ Sq. Ft. 
me. 
189 | 386 sq. ft a X 914” X 53%6" C. R. Soft Temper, Perforated Blanks, | 24¢ Sq. Ft. 
-rime. 
194 | 980 Ibs 086 x ity X Coil (1) H. R. P. & O., Soft Temper, Commercial | $11.75 Cwt. 
Quality. 
196 | 1,580 tbs — ie’ X Coils (8) H. R. P. & O., Soft Temper, Commercial | $11.75 Cwt. 
Q | 
198 | 2,500 Ibs_____- | .100 x 274" X Coils (5) H. R. P. & O., Soft Temper, Commercial | $11.75 Cwt. 
| Qualit | 
190 | 1,410 Ibs... _..- | .102 X 2! Me” X Coils (2) BH. R. P. & O., Soft Temper, Commercial | $11.75 Cwt. 
| Quality. | 
200 | 970 Ibs... ..... 117 X 10 X Coils (4) H. R. P. & O., Soft Temper, Commercial |$ 11.75 Cwt. 
| Quality 
203 | 1,075 Ibs... ... | 135 x 476" X Coils (1) H. R. P. & O., Soft Temper, Commerical | $11.75 Cwt. 
| Qua ity. | 
204 | 2,700 Ibs... .- |. 136 X 117 ll X Coils (1) H. R. P. & O., Soft Temper, Commercial | $11.75 Cwt. 
| Quality 
205 | 960 Ibs__......- | 138 X 286” X X Coils (4) H. R. P. & O., Soft Temper, Commercial | $11.75 Cwrt. 


206 | 2,610 1bs______. 





Quality. 


190 = ais” X Coils (4) H. R. P. & O., Soft Temper, Commerical | 


$11.75 Cwt. 


207 | 1,726 lbs... ..-. | onan O72 x 436” X Coils H. R. P. & O., Soft Temper, Commercial | $11.75 Cwt. 
208 | 760 Ibs........ on o7 x 144” X Coils (2) H. R. P. & O., Soft Temper, Commer- $11.75 Cwt. 
209 | 1,930 Ibs... ..- Ga este" X Coils (8) H. R. P. & O., Soft Temper, Commer- | $11.75 Cwt. 
210 | 2,215 Ihs_.....- 080 X 419” X Coils (2) H. R. P. & O., Soft Temper, Commercial | | $11.75.0wt. 
211 | 1,885 Ibs a ond ke X Coils (2) H. R. P. & O., Soft Temper, Commercial | | $11.75 Cwt. 
212 | 1,460 Ibs... _- 085 oat xD 1” Coils (7) H. R. P. & O., Soft Temper, Commercial | $11.75 Cwt. 
213 | 1,200 Tbs....... oxi 546” X Coils (3) H. R. P. & O., Soft Temper, Commercial $11.75 Cwt. 
214 | 825 Ibs......... 085 ont X37 Hie" X Coils (1) H. R. P. & O., Soft Temper, Commercial $11.75 Cwt. 
215 | 4,880 Ibs______. an oer X x ane” X Coils (7) H. R. P. & O., Soft Temper, Commer- | $11.75 Cwt. 
216 | 1,085 Ibs... .._- | ooxae’ x Coils (1) H. R. P. & O., Soft Temper, Commercial $11.75 Cwt. 
217 | 1,670 Ibs... ..-- ste eis 74” X Coils (9) H. R. P. & O., Soft Temper, Commercial $11.75 Cwt. 
218 | 1,840 Ibs... _..- | jada 74” X Coils (9) H. R. P. & O., Soft Temper, Commercial | $11.75 Cwt. 
219 | 1,745 Ibs... .... 09 X 744” X Coils (1) H. R. P. & O., Soft Temper, Commercial | $11.75 Cw. 


Quality. 


86267—51—pt. 1—_—_36 
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iat Weight Description Price 
220 | 870 Ibs........- sgt ” X Coils (1) H. R. P. & O., Soft Temper, Commercial | $11.75 Cw: 
221 | 2,075 Ibs... .... AN ie " X Coils (2) H. R. P. & O., Soft Temper, Commercial | $11.75 Cw: 
225 | 80,427 Ibs__.... xT x what 4 Lena, E. R. Mild Steel, Low Carbon, Mill | $7.95 Cw: 
Area. 
226 | 10,000 Ibs... 18 Gar X1igaa" Wide X X72" Long, C. R. Soft Temper, Commercial | $9.50 Cw: 
y. 
227 | 15,000 Ibs____.. vig XY X 19 1027 Long yo R. Mild Steel, Low Carbon, Mill | $7.95 Cwr 
, &. QO. t rea. 
228 | 200,000 Ibs 8 Ga. Brite Basic Wire, F. O. B. Los Angeles......... $11.50 Cwr 
229 | 200,000 lbs 9 Ga. Brite Basic Wire, F. O. B. Los Angeles. .........___ eke m LS $11.60 Cwr 
230 | 200,000 Ibs 10 Ga. Brite Basic Wire, F. O. B. Los Angeles. .............--..-- $11.70 Cwr 
231 | 200,000 Ibs 11 Ga. Brite Basic Wire, F. O. B. Los Angeles. .................-. $11.80 C wt 
232 | 200,000 Ibs 12 Ga. Brite Basic Wire, F. O. B. Los Angeles. sent ---| $11.80 Cwt 
233 | 200,000 Ibs 13 Ga. Brite Basie Wire, F. O. B. Los Angeles............-.... $12.00 Cwt 
234 | 100,000 Ibs. __ ll Ga. X 7” X 120 H. R., F. O. B. Detroit... ..... $11.00 Cwt 
235 | 30,002 Ibs._....| 20 Ga. X 944” X Circles, F. O. B. Dallas............-- $8.50 Cwt 
236 | 221,000 Ibs____. 9, (ae % aie” X 1isj4” Long, H. R. P. & O. Mild, F. 0. B. | $9.50 Cwi 
237 | 119,000 Ibs____. 96 (sae X 2° X 11056” Leng, H. R. P. & O. Mild, F. O. B. $9.50 Cwrt. 
detroit 
238 | 45,200 Ibs ___. P x 314" x La at R. P. & O., C-1065, F. O. 5. Dees — $10.00 Cwt. 
239 | 129,610 Ibs___.  * 49 X 90” H.'R. P. & 0., C1010, Draw Quality, F. O. B. | $10.00 Cwt 
t 
240 | 17,000 Ibs__.__._| .202 X 4446” X 6434”, H. R. P. & O., C- —— F. O. B. Detroit _..._| $10.00 Cwt 
242 | 21,035 Ibs______| .101 X !249” X Coll, C. R. Mild... $9.25 Cwt 
243 | 180 Kegs 20d Common Wire Nails... ........................ pubapanceaiiel $12.50 Cwt 
244 | 42 Kegs..._.__. SEER OT SOY Re PR ee” $12.50 Cwt 
ya RE a a $12.50 Cwt 
246 | 402 Bundles — og 14 Ga. X 13 ft. Single Loop, Soft Brite, 250 wires per | $9.75 per Bdl 
un 
247 | 25,000 Ibs_ __ Me’ X 1” Py ¥ to 20 H. 7 “A & O., Mill Edge, Prime, Low | $10.35 Cwt 
Carbon, F. O. B. New J 
248 | 81,000 Ibs___._. Mo” X 2” X 16 to W H. “R. ‘P. & O., Mill Edge, Prime, Low | $10.00 Cwt 
Carbon, F. O. B. New Jerse 
249 | 95,000 Ibs__.... 34” X 1” X 16’ to.20’ H.R. P. <0., Mill Edge, Prime, Low Carbon, | $10.00 Cwt 
F. O. B. New Jerse 
116 | 17,385 Ibs... __. 5 Ga. X 3” X 72” Mill Bde, H. R. P. & O., C-1010, Prime .___.... $9.00 Cwt 
119 | 2,316 Ibs__....__| .085 to 087 H. R. P. & O. X 20" to 30% Wide X 60” to 807" Long... $12.25 Cwt 
123 | 2,250 1bs____.. 20 Ga. C. R. Soft Temper X 574” X 10” Prime... ._.__.._.._ 4 -..| $10.45 Cwt 
126 | 1,386 sq. ft._...| 20 Ga. X 12%” X 53 R. Reeiengtes Blanks, Prime. .-| 22¢ Sq. Ft 
134 | 2,015Ibs_____..| 20 Ga. X 174” to-ane"" X 3914” C. R. Soft Tomer iE acinnmap ail $10.50 Cwt 
136 | 610 Ibs __.____.| 22 Ga. X 156” to 154” X 45%” Cc. R. Soft Temper.._............. $10.50 Cwr 
139 | 1,190 Ibs_____._| 20 Ga. X 2” to 244" X 86” H.R. P.& O. & Better, Soft Temper. -| $10.50 Cwt 
142 | 1,286 Ibs 20 Ga. X 2%” X 2444” C. R. Soft Temper, Prime _........_.._. $11.20 Cwt 
143 | 748 Ibs _ ....| 20 Ga. X 1596” X 244%" C. R. Soft Temper, Prime _...........__. $11.65 Cwt 
144 | 1,095 sq. ft_..__| 20 Ga. X 554” X 2444” C. R. Perforated Blanks, Prime._________ 22¢ Sq. Ft 
148 | 2,776 sq. ft_._..| 20 Ga. X 9’ X 5344” C. R. Perforated Blanks, Prime _....._.___. 22¢ Sq. } 
151 | 3,490 Ibs_______| .073 X 34%” X Coils H. R. P. & O. Prime, Soft Temper. ._........| $11.50 Cwt 
155 | 2,.680Ibs_______| .083 X 24” X Coils H. R. P. & O. Prime, Soft Is cncucocus $11.50 Cwt 
156 | 2,750 1bs ...| 080 X 376” X Coils H. R. P. & O. Prime, Soft Temper_._.... ._. $11.50 Cwt 
160 | 1,1301bs____.._| .083 X 144” X Coils H. R. P. & O. Prime, Soft Temper...._......| $11.50 Cwt 
161 | 2,650 Ibs. _. 085 X 74" X Coils H. R. P. & O. Prime, Soft Temper... ........| $11.50 Cwt 
162 | 1,1301bs____. 078 X 136’ X Coils H. R. P. & O. Prime, Soft Temper. __._...._. $11.50 Cwt 
163 | 835 1bs _ 083 X 134” X Coils H. R. P. & O. Prime, Soft Temper. $11.50 Cwt 
165 | 1,520 1bs_______| 24 Ga. X 1136” to4!5(40” Wide X 60” to90” Long, C. R. Soft Tem- | $8.50 Cw! 
per. 
167 | 2,810 Ibs____. 20 Ga. X 3” to 24” Wide X 12” to 36” Long, C. R. Soft Temper $8.50 Cwt 
168 | 750lbs __. .| 19Ga. X 2” to 2' 446” Wide X 72” to 120” Long, C. R. Soft Temper__| $8.50 Cwt 
169 | 9201Ibs ___._. 18 Ga, X 4” X 48” to 60” Long, C. R. Soft Temper : $3.50 Cwt 
170 | 6,510 Ibs____- 18 Ga. X 244” to474” Wide X 96” to 120” Long, C. R. Soft Temper _| $8.50 Cwt 
172 |.4131bs...____. — X 156” to 1%e" Wide X 96” to 120” Long, C. R. Soft Tem- | $8.50 Cwt 
173 | 2,972 Ibs. _...-. os x 144” X Coils, C. R. Spring Steel, Gensco M-R Grade An- | $19.38 Cwt 
nealed, 70 to 80 Carbon, #2 B-Satin Finish Prime. 
192 | 51,560 Ibs_____. 4” X 3%" X 56” Ancles (New) 243 pieces, 6’3” to 24’ Long (detailed | $7.50 Cwt 
| inventory will be mailed on request). 
223 | 555 Ibs... ..... | .028 to .032 X 8’ X Circles, C. R. Prime, Draw Quality_.......... | $10.00 Cwt 





Located our Chicago warehouse for immediate delivery, subject to prior sale. 

Terms: As is—where is. Check with order to all concerns who are not well 
rated in Dun & Bradstreet ; all others, net on receipt of invoice and merchandise. 

Mr. Curtis. I would like to have Mr. Dalmas make some comments 
on our present plans right new, as a matter of fact, to recreate a 
Smaller War Plants Corporation. There is legislation pending. 
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Mr. Hartman. Pardon me just a minute, but I think a combination 
of that and possibly the War Production Board, a combined office, 
would not only put us in a position to be able to channel orders but 
materials through to the smaller manufacturer, I think that would be 
tremendously helpful. 

Of course, I am possibly oversold a little on that program because 
of our experience with the Smaller War Plants Corporation in the last 
few months of World War IT. 

Mr. Datmas. Mr. Hartman, we are very much interested in your 
comment on the Smaller War Plants Corporation and it has helped 
the smaller manufacturers and others. We know that it did lend a lot 
of money for working capital to smaller contractors. 

Mr. ieeeax. I have heard that. 

Mr. Datmas. It helped the smaller contractors in 1 year to get over 
$5,000,000,000 worth of contracts, direct prime contracts, and as I 
said, a large amount of money as working capital. 

The committee presently has a bill endorsed and introduced into the 
Congress by the Small Business Committee, which would do several 
things, it would lend money, such as the Smaller War Plants Corpora- 
tion did, and it would take a complete inventory of all the facilities of 
small businesses in the United States; it would define what small 
business isin each industry; and it would give all the assistance that 
the Smaller War Plants Corporation did in channeling defense orders, 
in lending money, in finding out available facilities, and in securing 
scarce materials for small manufacturers for essential civilian supply. 

As you said, you would like a combination of the Smaller War 
Plants Corporation and the War Production Board. The committee’s 
bill, which is entitled “A Small Defense Plant Corporation Bill” 
does exactly that for the small business. 

Mr. Harrman. I had not seen that. I did not know. 

Mr. Datmas. Would you be in favor of such legislation ¢ 

Mr. Harrman. I would because of my experience in World War II. 

Of course, I realize that there are lots of complications about that 
and so forth. However, I do think that this could be set up as speedily 
as possible because a lot of small manufacturers are going to need 
speedy help, as I see it. 

Mr. Datmas. One of the things that the committee has learned 
from these hearings and from the many letters that it has received 
is that many small manufacturers who want to take defense con- 
tracts and have an opportunity to take defense contracts, cannot do so 
because they cannot get working capital. 

Mr. Hartman. That is part of it. Of course, it would depend in 
our case somewhat on what the contract was. Many things, I mean, 
would enter into it. A larger sized contract would probably require 
capital and smaller contracts, maybe not. 

Mr. Datmas. The committee in that respect has been told of money 
offered to people who needed financial help to take on a Government 
contract as high as 20 percent in some instances, 814 and 10 percent. 
Have you heard anything of that? 

Mr. Hartman. I have not heard of anything like that at all. 

Mr. Datmas. That is all. 

Mr. Evins. Any further questions? 
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(No response. 
Mr. Evins. Thank you, sir. 
Mr. Young, please. 


STATEMENT OF ARTHUR W. YOUNG, PRESIDENT, MIDWEST 
PLATING & CHEMICAL CORP. 


Mr. Evins. Mr. Young, will you give us your name and your or- 
ganization, please. 

Mr. Younc. My name is Arthur Young and I am president of the 
Midwest Plating & Chemical Corp., which has its office at Kokomo, 
Ind., and has a plant there, and one also at Logansport, Ind. Our 
total employees number approximately 60. 

The business is a successor principally by a change of name to a 
corporation formed in 1917, so that the business has been in existence 
approximately 35 years. Its business is principally plating of various 
metals with zine, nickel, chrome, and cadmium. Its customers are 
principally concerned with manufacture of automotive parts, elec- 
trical parts, springs of all types, gas ranges, metal screws, rivets, nails, 
aircraft parts, periscope parts for Navy, poultry and farm equipment, 
rocket fin assemblies. 

What I wish to tell you today is the situation which ovr company 
finds itself in and which I believe is typical of many small businesses 
with reference to one particular section of the Federal tax laws which 
I believe works in a discriminatory way against small businesses. This 
is section 102 of the law and I am quite sure that you gentlemen of 
the committee are much more familiar with its provisions than I am. 
As I understand it, this part of the law provides that if a corporation 
keeps in its possession a portion of its earnings which the Svenee 
Bureau considers unreasonably large and such retention of the earn- 
ings is for the purpose of avoidng the payment of taxes by stock- 
holders on dividends, the Bureau may then assert a penalizing tax on 
top of all other taxes equal to 2714 percent of the total amount of the 
earnings up to $100,000, and 3814 percent on any such amount above 
$100,000. My own concern is with this 27% percent figure as I see no 
probability of our company under present restrictive conditions ever 
getting to a place where the larger figure might apply. The deter- 
mination of the application of this section is with the Internal Rev- 
enue Bureau and, of course, that puts the responsibility up to the 
individual revenue agent who makes the examination of each com- 
pany’s return. I have been informed that such a provision has been 
in the law for many years but that it was not asserted in a very many 
cases until a few years ago when the Secretary of the Treasury ad- 
vocated more strict enforcement of this section to take the place of 
an undistributed profits tax which was in effect for a very few 
years. The Bureau at that time, I am informed, issued instructions 
to the revenue agents to report on each corporation examined with 
a recommendation either favorable or unfavorable as to the ap- 
plication of this provision in all cases where the corporation did 
not distribute at least 70 percent of its net income in the form of div- 
idends. It is in fear of this regulation that the small-business man 
must take dividend action, instead of reserving a major part of the 
earnings for possible future expansion of the business, or for reha- 
bilitation of plant equipment. The hardship on the small business, 
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in the event of replacement of equipment, in these times of inflation 
prices is accentuated when it is impossible for management to pre- 
serve earnings for such contingencies. 

The very nature of the provision of the law makes it practically 
impossible to apply it to corporations which have a large number of 
stockholders which eliminates practically all listed corporations so 
that where it bears down is on the closely held corporations, most of 
which are comparatively small, and the growth of which, I believe 
should be encouraged instead of discouraged. Each of you can cer- 
tainly recall many cases of businesses starting with very small capital 
and by plowing back their earnings in the business they have been able 
to grow, increase their productive capacity, and provide large num- 
bers of jobs. While such examples of growth corporations were com- 
mon 20 and 30 years ago when the managers of a business were 
able to exercise their own judgment as to how much of their earn- 
ings they should retain and how much they might pay out in dividends, 
the restrictive provisions of this section of the law make it very difli- 
cult if not impossible to build up such small corporations at the present 
time. In wir to avoid the possibility of the application of this law 
which under present conditions would provide a tax of about 75 per- 
cent on the earnings of our company instead of 50 percent, it is neces- 
sary for us to distribute more of our earnings after taxes in dividends 
than is justified from the point of view of good management. All 
small businesses are vulnerable on this point with the result that if 
they have an opportunity to build up their business requiring addi- 
tional working capital for carrying accounts receivable and inventory 
or improving their plants, they either have to retain their earnings 
with the possibility of being subject to this tax or get additional capital 
either from new or old stockholders, which, of course, is extremely 
difficult under present conditions. 

The experience of our company in our last fiscal year will illustrate 
what I have just said. After having distributed about 70 percent of 
our earnings in dividends, we found after we had paid out these divi- 
dends and closed our books that we had had to invest in working 
capital and plant extensions almost 100 percent more than we had re- 
tained out of the earnings. This was the situation a yearago. At the 
present time, faced with the necessity of installing expensive new 
equipment, we are trying to finance its cost through heavy borrowing 
from our bank. 

The one-point which I wish to impress on you is the fact that through 
no fault of the administrators of the law but because of the provisions 
of the law itself small businesses are discriminated against, they are 
subject to the law and the larger businesses with extensive numbers 
of stockholders are not subject to it. ; 

Mr. Evrns. Thank you, Mr. Young. Your testimony might well 
properly be addressed to the Committee on Ways and Means but the 
testimony which you have given will be called to the attention forcibly 
of that committee, I assure you. 

Mr. Young. Thank you. 

Mr. Evrys. Do you have any questions, Mr. Halleck? 

Mr. Hatiecx. No questions. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. No questions. 

Mr. Evins. Mr. Brownson? 





556 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Brownson. None. 

Mr. Evins. Thank you, Mr. Young. 

( Applause.) 

The committee is now going to call out of order Mr. Dan Calde 
meyer, who has a plane reservation which he must fill. 


STATEMENT OF DAN CALDEMEYER, PRESIDENT, NATIONAL FURNI- 
TURE MANUFACTURING CO., EVANSVILLE, IND. 


Mr. Evins. Give your name and your organization, and then you 
may proceed. 

Mr. Cautpemeyer. My name is Dan Caldemeyer, president of N»- 
tional Furniture Manufacturing Co. at Sransvills, Ind. 

We are manufactures of upholstered living-room furniture, ani! 
are approximately the third to fourth largest in the United States. 
We employ approximately 500 people. We manufacture furniture in 
the medium-price bracket and have plants located in Evansville, Ind., 
and Wellington, Kans. They are all on one floor and are conveyorize| 
and have modern equipment which is convertible to a lot of different 
types of production. 

‘irst, | want to give you a little background of myself in order to 
show the eaperience I have had with the Government while associate« 
with business and also while associated with the Army during the last 
war, 

I was inducted into the Army as a private at $21 a month. I was 
later transferred to Quartermaster School, Camp Lee, Va., where | 
took my officer’s training. I was also in with the base quartermaster 
at Dyersburg, Tenn. 

I have attended the Army Industrial College, Washington, D. C.. 
and was stationed at Pratt & Whitney Engine School, and attended 
a termination school held at Wright Field. I was later sent to the 
Glenn L. Martin Co. where I handled two of the largest terminations 
in the country at that time. There I saw the tremendous waste 
brought about by ineffective planning, wherein, on one contract alone. 
which was terminated 6 months prior to my arrival, this company was 
still shipping parts to Africa on the A-30 contract. It amounted to 
over a half million dollars and I as a contracting officer disallowed 
this. However, I am not sure what the GAO did on that, but I think 
I was overridden. 

.This meant that machinery, materials, time, energy, and transpor- 
tation were all tied up on one useless item. It was brought about 
because we tried to do too many things too fast, and the planning and 
the people who did the work were not well organized. We should 
take a lesson from our mistakes in the past. 

I was then transferred to New York City, where I was in charge 
of the Tools and Capacity Section of the Army Air Forces, whose job 
it was to allocate tools owned by the Government in the area from 
Canada to Washington, D. C., and from the Atlantic Ocean to Pitts- 
burgh, Pa. 

I had about seven men working under me who made production 
analyses in accordance with good production engineering procedures. 

It is my recommendation that the War Department set up an eng'- 
neering department far superior to the one which they had during the 
last war, so that they can channel contracts quickly and efficiently into 
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plants capable of producing the equipment effectively. We had a 
difficult time locating manufacturers who were capable of making 
certain items because of inadequate information, and it was difficult 
to match up people who had the capital, the know-how, and all the 
other things that it took to actually produce the many materials 
needed for the war. 

I think we found out during the last war that our manufacturing 
facilities were far inadequate for those needed for a full-time econ- 
omy, and these facilities were in very poor shape, due to a depression 
prior to the war, and because of a system of improper taxation levied 
against industry, and also because of the laxity in management and 
of the failure of incentive system to work properly due to controls 
levied on it at all times. I know this personally because I visited 
many, many a plant throughout this country. 

We have now built up these production facilities and if each of 
you could have been with me on the many trips I have made to these 
production facilities, you would feel a little more at ease as to the 
ability of these plants to produce the materials needed for war and 
for normal civilian operation. 

The American people must not be led into a state of frenzy, but 
must be assured of their ability to produce. At the present time we 
are a frustrated America, unassured, and afraid of an enemy who is 
far behind us in education and ability, and who is inferior to us in 
production and managerial ability. 

My experience in the past in the Army, and in my own business, led 
me to feel that the controls now placed on the people of this country 
and on the Nation will do more damage than on will good, because 
they have not been approached in the proper intelligent manner. 


his country was built on the incentive system and it has anes 


its ability to produce almost any quantity of materials needed, to 
develop synthetics, to replace materials that have become short or 
high priced, even during one of the most terrible wars we have ever 
encountered. We were able to go along on a fairly decent keel. 

It is therefore my opinion that we should have allocation of mate- 
rials needed for the actual and essential production of war products. 
All other materials should be turned loose on an open market without 
price controls. 

It is my opinion that the American people will find ways and means 
of producing all of the materials needed which will eventually bring 
down the raw materials in question. 

Now, I sat in on meetings with many, many people, and those people 
all say that they do not have any trouble getting materials. They 
can get the materials and we can get the materials. But if you turn 
them loose and stop this unnecessary shackling of America, we will 
get the job done. 

Controls on cotton production very definitely damaged the Ameri- 
can people and have cost them millions and millions and millions of 
dollars. Things such as this are all wrong, and have proved to be 
wrong. This has been true from the red or the blue eagle, and all 
the rest of them on down. 

Why do we continue to go along with programs that are certainly 
detrimental to this country and are contrary to the basic laws of supply 
and demand? Right at the present time the warehouses of the country 
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are overflowing with all types of civilian production. Business is slow 
throughout the country, we know this because we do business in every 
State in the Union. This also is reported and confirmed by the Wa(! 
Street Journal, our regular dealers, and the large mail order houses a1 
so forth. The old law of supply and demand is taking effect. 

It was not any OPS odie, because prices were frozen at the top 
level. It is merely the law of supply and demand taking effect as it wil! 
do every time. Neither should wages be frozen, as this is contrary to 
the principles of the American people, and management cannot act i) 
accordance with good prudent judgment. 

Certainly there is a wage lag behind prices or vice versa, and these 
things must be adjusted, and can only be adjusted by the ey who 
are in the position to know. It takes too long to work these things 
through the Government, and I cite as examples of decadence in our 
Government the contract which we are now bidding on. 

These specifications have been in effect for probably fifty years. | 
doubt if they have been changed, because they still specify binding 
steel springs to wire border with twine. 

These specifications are for chairs and furniture for the Women’s 
Army Corps and these specifications have been in effect for 50 years. 
I doubt if they have been changed. 

These chairs will probably cost from $150 to $200, when we could 
furnish them standard products on today’s market at about. $60 to $70), 
which the average person in this country is buying, which certainly 
would be just as good for them. 

This is certainly a different Army from the time I was in it. 

The entire industry uses steel clips and I know of very few people 
who use twine specifications to bind clips together. Many other things 
in this contract are certainly contrary to the principles of an industry 
such as ours, and industry which has advanced tremendously in the last 
12 to 15 years. 

Specifications such as these are difficult to change. Our employees 
seeing these specifications come into our sample department quest ion- 
ing how the tax dollar of the American people is spent. They say if 
things like this are occurring in our Government, then certainly 
things which are much worse must also be occurring. 

The American people have a right to expect honesty and prudent 
government from the officials in power, and from those who are han- 
dling the job. If the people of America hear reports every day of dis- 
honesty in our Government, how can you expect them to be honest ! 
The people of America should be told the facts so that they in turn 
can judge. The mass disorder that is now occurring certainly was 
not well planned. 

From my experience in the Government, it is'my opinion that we 
should not have destroyed large portions of the materials that we had 
produced for war activity. We should have maintained these ma- 
terials, and they could have been maintained at a small additional 
cost, far less in cost than that hich is now occurring. 

However, that is water over the dam. It is now my opinion that we 
should enter into a long-range program, a program which will con- 
sume 4 or 5 years, and not spend the people’s time and energy a short 
length of time, and then come up with a lot of materials that will 
have to be destroyed because of obsoleteness. We can keep America 
strong on a long-range program which is well planned and flexible. 
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The short-range program we are now on, I think, will prove dis- 
astrous to this country, because it is already overburdened with heavy 
debt. 

Not only that, but the price controls that are on this country at 
the present time act as a loss factor because we purchase raw materials 
from overseas, such as burlap or any other material that we ourself 
purchase, and the Government subsidizes these purchases such as 
they are planning on doing, such as they did during the last war, and 
then freeze the price of the material, then we sell the material back to 
the foreign countries. 

Let me cite an example. We buy millions and millions of pounds 
in our industry of wool from Australia, and so do the suiting people. 
The price, we will say, is frozen at $1.50 a pound. We have to pay 
right now the current Australian market price of $2.57 a pound, and 
the difference between that would be subsidized by the Government. 
In turn, we bring that material into the country, process it, and if 
we ship it back to Australia as a processed item, that means they buy 
at our frozen price. 

We are giving them $2 for every dollar they originally got, and I 
cannot see the justification, and we are not closing the gap along those 
lines. We did that during the last war, and that is one of the reasons 
why we have got our $257-billion debt. 

Mr. Evins. May I interrupt you, Mr. Caldemeyer? I rather judge 
from your testimony, as my friend and colleague Charles Halleck 
said, none of us like controls, we don’t like to be in the war period, but 
you would return to profiteering and profits as usual al hoarding 
and black marketing, and allow the man with the most money to get 
what is left? 

Mr. Catpemerer. No, sir; I think America has proven in the past 
that it can produce materials and produce them competitively. Right 
now there is a price break in the market, you will find that prices have 
dropped. I have already been offered prices on plastics which are con- 
sidered short, and I can buy them today for 20 cents a yard, and that 
is about 40 cents a pound under what the market is. 

I will guarantee you that by the time the cotton crop comes in down 
South, and you have heard all of these expansion programs in Cali- 
fornia, people paying a thousand dollars extra to get a $10,000 cotton 
picker, with the price of cotton frozen at 45 cents a pound, certainly 
that is incentive to the American people to go out and raise more 
cotton, but when that crop comes in, I will grant you that we buy it 
at 30 to 35 cents a pound. That is America in operation. 

Mr. Evins. Thank you, Mr. Caldemeyer. 

Mr. Catpemeyer. I do have just about one more page. 

Mr. Evins. Go right ahead. 

Mr. Catpemeyer. When you read of the many, many controls that 
are being placed on business and shackling business, you can see that 
it will be almost impossible for business to operate. Unless some- 
thing is done immediately to eliminate all of these controls, and bring 
only the controls that are absolutely necessary at the spot where it is 
needed, I believe you will find this country in chaos within the next 
60 to 90 days, and we could very easily be on the brink of a Nation- 
wide depression caused by Government controls that are not properly 


applied. 
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‘This Nation was approaching a depression point prior to the Korean 
War. I cite as examples one industry, the refrigerator industry, 
which had the capacity of 7 million refrigerators a year. There are 
40 million homes in America. They are currently running at a 
capacity of 514 to 6 million refrigerators a year. 

On a replacement basis they can only use 21% to 3 million maximum 
per year. 

This is also true of automobiles and a great many other items. If 
you would go to many farm stores, and so forth, you would find that 
you could buy almost any item that you want today. 

There is not a shortage in America, only a shortage of customers 
and a shortage of purchasing power. The purchasing power is the 
important thing, and must be maintained and controlled in any 
economy. Nothing else counts. 3 

The purchasing power of the American people must be maintained 
and increased, as it has throughout the many years, if we want to 
increase and better our standard of living and that of the world. 

It must be done, however, by honest, above-the-board processes, so 
that we can prove to the rest of the world that America is strong 
in character, strong in production, and that its basis of living justifies 
a high standard of living, just as good moral character justifies a high 
standard of living. 

Mr. Evins. What would be your recommendation to the committee 
to check the spiral of inflation ? 

Mr. Catpemeyer. I think the spiral of inflation is already checked. 

Mr. Hatieck. We hope that is right. 

Mr. Catpemeyer. I think that is right, unless the people of America 
are not being told the facts, so far as the Government is concerned. 
For instance, right now we have only got what, $8 billion of contracts 
let out? Eight billion dollars of contracts let so far. 

Mr. Curtis. I just want to—— 

Mr. Catpemeyer. Actual contracts. 

Mr. Curtis. I don’t know, that may be our own goods, from the 
GSA. Is the furniture for the Armed Forces bought through then / 

Mr. Catpemeyer. Through the Treasury Department. 

Mr. Curtis. No; they don’t buy, do they? 

Mr. Catpemeyer. We are bidding right now with the Treasury 
Department. 

Mr. Curtis. I would like to ask GSA, isn’t the GSA purchasing al! 
that sort of general equipment ? 

Mr. Penpereast. That was my understanding, Congressman. 

Mr. Ca.tpemeyrer. I have no criticism—lI still say that we should 
check those things. It merely proves the point. 

Mr. Curtis. If you will just bear with me a minute, I am trying to 
get a detailed point that you brought out, and I am more intereste: 
in the details here. 

Now, if that is a GSA item, do they not review their specifications 
from time to time ¢ 

Mr. Penpercast. Yes, sir; they do. 

Mr. Curtis. I wonder if you would make a particular note of this 
one item here on this furniture specification, and let’s see if we can 
straighten that one out. 

Mr. Penvercast. I wonder if the witness could give me a little more 
information on that. 
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Mr. Catpemeyer. It is a contract for about, I would say it would 
run around from a half million to seven hundred thousand dollars 
right at the present time, and I believe that if you were to straighten 
that out you could save the people two hundred thousand on that one 
contract alone. 

Mr. Penveraast. I mean, the type of chair. 

Mr. Catpemeyer. It is a chair for the Army women officers’ quar- 
ters, to be shipped throughout the United States. 

(Applause. ) 

Mr. Evins. We will now call Mr. F. M. Cooley. 


STATEMENT OF F. M. COOLEY, COOLEY HEATING & EQUIPMENT CO. 


Mr. Evins. You may give your name and your organization and 
then proceed. 

Mr. Cooter. My name is F. M. Cooley, Cooley Heating & Equip- 
ment Co. 

The sheet-metal trades commonly known as heating-ventilating- 
air-conditioning and sheet-metal work are being hard hit at this time 
by the distribution of aluminum and steel sheets necessary for the 
erection of defense housing, and the maintenance of the same. 

Lately there has been issued a priority DO 97 that will cover 
materials and equipment necessary for the common home or small 
business place, if the manufacturers and distributors recognize these 
priorities. 

In this city home building has been recognized as a must to provide 
homes for the war workers necessary to man our plants that are at 
this time either in production or will within the next 6 months be in 
war production. 

The building industry needs heating equipment for all these neces- 
sary homes, they also must have the necessary sheet metal for the 
proper installation of this equipment. 

We began using aluminum sheet for our air circulation systems in 
the year of 1948. At this time we were the first that we know of 
using this metal for this purpose. At a date in 1949 we began han- 
dling and selling this material to other dealers in this State. All 
aluminum being purchased from Reynolds Aluminum Co. We pur- 
chase this aluminum in rolls of sheet in quantities of 500 pounds to 
20,000 pounds. 

The last shipment of aluminum was received last October for the 
amount of 10,000 pounds of which we sold to other dealers 5,000 
pounds, retaining the other portion for our own use. 

We placed another order November 29, 1950, for an amount of 
10,000 pounds which the factory acknowledged through letters dated 
November 30 and December 7, 1950. In their letter dated December 7 
they state they were unable to deliver or place on schedule, but they 
will hold for future scheduling later if possible. 

About 2 weeks ago their Indianapolis representative advised me 
that if he received any allotment for the month of April he would try 
and give us 1 ton of our order. 

At this time we are able to issue our DO 97 for replacement of a 
heating unit, but we are not able to issue any priority for units for 
the necessary new housing construction, therefore we are at a loss 
how to provide for this necessary construction. 
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There seems to be a fair size quantity of round pipe and round pipe 
fittings available at this time, but there are no sheets available. Some 
of our necessary supply comes through the large manufacturers of 
pipe and fittings (in this I refer to sheet metal), these companies 
seem to be placing their supply of sheet in pipe and fittings, therefore 
they do not deliver the necessary sheets. 

As we started some time ago in the use of aluminum as sheet meta] 
rather than steel sheets, of course, we cut our relations generally with 
the suppliers of sheet steel. With this fact in mind we are at a place 
where we will have to get steel sheets or close our business for want of 
the product that we have been using. 

We have been advised by Reynolds Aluminum Co. that their rolling 
mills are not working at anything near capacity because they have 
been turning over to stockpiling the most part of their billet 
aluminum. 

In part answer to the question placed by our Mr. Halleck to Mr. 
Fettig of the Heinz Manufacturing Co. this a.m., I will state that I 
have been advised by the sheet metal distributor in this city that the 
following is being done: the large junk dealers are collecting junk 
and selling this to certain rolling mills that roll this kind of materia! 
with the understanding that they are to receive back a certain amount 
of finished rolled steel. This generally is about 65 percent by weight 
of the junk delivered to them. 

Aluminum requires less labor in the manufacture of duct work, 
and the installation of the same. Although the first cost of materia! 
is some higher, the finished product is about the same to the user. 

I submit at this time a list of available steel sheets for the amount 
of 1,446 tons steel sheet and for the amount of 617,000 pounds alumi- 
num sheet. The letter attached is a copy of a letter I wrote to them 
under date of March 28. I hope I have an answer to our letter by this 
time from them stating their prices, but I have failed to receive any 
letter up until this noontime. 

My problem is, can I get the necessary sheet steel to continue in my 
business or may I continue to get aluminum, or must I close up for 
the duration. 

I would appreciate any help your committee can give us, and all 
others in the building field. 

Mr. Evins. Thank you. Are there any questions? 

Mr. Hatueck. Yes. I glanced over your statement, and I did not 
hear the opening part of it because I had a telephone call which I had 
to answer. 

Of course, your problem is just part and parcel of this whole short- 
age thing. ; 

Mr. Cootey. That is right. I hurried in this afternoon after listen- 
ing to the testimony this morning. 

Mr. Hatiack. Yes; I see your reference to that. 

Of course, what we wanted is to find out if there really is a short- 
age, and if there is not a shortage these limitations and restrictions 
should not be applied. If they do have to be applied they should be 
applied equitably. Certainly we want to do everything we can to 
stimulate the additional production that might relieve the situation, 
and, of course, the sum total of the experience of people like yourself, 
that sum total may help us to get some of those things done. That 
is certainly what we hope to do. 
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Mr. Cootry. I would like to investigate further, or have the com- 
mittee investigate further, this grading of junk proposition, if that 
is the case, that is where the black market is coming from. 

Here is a company that does not even quote, I understand as late 
as noon today from one fellow that I will receive a telephone call that 
they will not put prices in writing. 

Mr. Hatieck. The OPS regulations apply to many of these articles 
and, of course, they are threatening to move in with enforcement 
actions. Hence, that is the reason, I suppose, for the telephone quota- 
tions, but it is the sort of thing that we certainly ought to look into, 
and will look into, and do what we can to correct. 

Mr. Curtis. I just wanted to thank the gentleman for his state- 
ment. Those things are very helpful, and I know that we can go 
to work on them and hope to do something. 

Mr. Brownson. How much sheet aluminum do you have on hand 
now? For how many days’ production ¢ 

Mr. Cootry. About 30 days, or probably a little less. In fact, to 
be accurate, I think I have around 1,600 pounds. 

Mr. Brownson. Is that all contracted for now ¢ 

Mr. Cooter. I have more than that contracted for. 

Mr. Brownson. You have more than that contracted for? 

Mr. Cootry. Yes. I probably have as much as 4,500 or 5,000 pounds 
contracted for. 

Mr. Brownson. You said you were one of the first using sheet alum- 
inum in heating duct work. I wonder how far it has spread. 

Mr. Coo.ey. It was uncommon here until about 1940, and we started 
in here, and we had several other dealers begin, and within a radius 
of 50 miles of Indianapolis there are now, I would say, 20 percent 
of ducts going in with pas hae 

There has been quite a widespread use of duct work in round piping 
aluminum. That has been more general than square duct work. 

Mr. Evins. Are there any further questions? 

(No response. ) 

Mr. Evins. That is all, thank you. 

The committee will now call Mr. Frank M. Cox. Just a moment, 
Mr. Cox, I understand there is another gentleman that we would like 
to hear from first. 


STATEMENT OF MICHAEL KURT 


Mr. Evins. You may proceed. 

Mr. Kurr. It was not my intention or purpose to take part in this 
wonderful debate and discussion here, but a remark was made by 
the evan speaker to the extent that I cannot let go by unchallenged. 

The remark was made that the scrap man in Totlana: should I say, 
or preface my remark throughout the country, which left the effect 
of that reasoning, were trading or bargaining scrap iron for new 
material, be it billets, blooms, copper, brass, aluminum sheets, or 
sheet iron. 

There are several gentlemen here in the audience whom I am ac- 
quainted with, and I do quite a bit of volume with. 

I would like to ask any man in this audience if we or any scrap man, 
to his knowledge, have ever offered any material over the OPS reg- 
ulation 5 order? In citing that, on February 7, 1951, at midnight, 
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regulation 5 was issued, by which we are duty-bound, and we were 
the first ones bound by the regulation, we are duty-bound to follow it. 

I would like to read section a, I believe it is paragraph g—just a 
minute, let me correct that. 

Mr. Evins. Mr. Kurt, you may extend your remarks in the recor 
at this part or have it quoted. 

Mr. Kurr. I have it here, and I just lost it, see; 

No person shall sell or deliver iron or steel scrap upon condition that the buyer 
shall sell or deliver to any person any other commodity. 

I would like to have that clarified for the record. 

Mr. Evrns. And your company is complying with that regulation? 

Mr. Kurt. Absolutely. 

Mr. Evins. Weare glad to have had your statement, sir. 

Now, Mr. Cox, will come forward, please. 


STATEMENT OF FRANK M. COX, BETHARD WALLPAPER & PAINT 
co., INC. 


Mr. Evins. Please state your name and the name of the organization 
you represent. 

Mr. Cox. My name is Frank M. Cox, and I represent the Bethard 
Wallpaper & Paint Co., Inc., which is a distributor of paint and wall- 
paper. 
e have been in business since 1911. My primary concern is my 
inability to get instructions from the OPS concerning compliance. 

During the last war we were readily able to have it spelled out to 
us. We know how to proceed to mark things properly in our store. 
We read in the paper where on the Ist of April we must be registered, 
and up to this time we have been unable to get instructions from this 
office. I think we would like some relief, because we don’t want to 
wait until the lst of April and then find ourselves delinquent. 

No. 2, there is a matter involving the extension of the DO 97. That 
involves quite a bit of bookkeeping procedure in a small business, but 
we are informed by the manufacturers for whom we distribute that 
these things are valueless, and I think that should be qualified. 

No. 3, we had an experience where we knocked ourselves out to get 
some paint materials that are not too plentiful to supply through a 
contractor at one of the military establishments in this vicinity. We 
were assured that a DO would be extended to us, and we so informed 
the manufacturer. 

After the paint had been applied, the contractor told us that the 
officer had declined to extend the DO to us. 

Shortly after that time, at a meeting of the Producers Council, we 
had as our guest representatives of NPA, or a representative of NPA. 
and raised the question to him, and he told me that material supplied 
to military establishments, which was not founded on Federal speci- 
fications, that is, if it was a stock item, that the officer could use his own 
discretion as to whether he would or would decline to extend a DO. 

Now, I have the very highest regard for the courage and the fighting 
ability of our Army, but my concept of their business ethics is suc! 
that I don’t think, if they have too much latitude in making decisions 
in such matters, that it would be very conducive to good business 
relationships between business relations and the armed services, and 
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I can assure you that I don’t know of anybody who is not anxious to 
assist in every way in meeting the needs in emergencies for this defense 
effort. 

Mr. Evins. You are recommending that specific legislation be 
enacted and drawn to more or less tie the military hands, and give 
them standards with which they should comply, rather than latitude 
and leeway and use of discretion ? 

Mr. Cox. I think so. 

Mr. Evins. Let me ask you one further question with respect to 
the OPS orders. Have you been able to get clarifying interpretations 
and opinions from representatives of those agencies ? 

Mr. Cox. We have requested any material that they could supply, 
without any luck whatever up to this time. 

Mr. Evins. Whom did you contact ¢ 

Mr. Cox. I don’t know. The secretary called their office and asked 
for the material. 

Mr. Evins. Mr. Raskin ofthe OPS is with us, and he may be able 
to do something for you. 

Mr. Raskin. I would like to ask what information you requested. 

Mr. Cox. Anything that would be descriptive and instructive to us 
in complying to posting and registering materials and so forth. 

Mr. Raskin. At present there is nothing in your particular business. 

Mr. Cox. Then we should be told that. 

Mr. Rasxtn. I think it is well publicized, and that information is 
readily available at this office. There is one here in Indianapolis, and 
it is available. But apparently there is not any specific information 
that you asked for that they could give you. 

I don’t quite understand what it was you wanted. 

Mr. Cox. Yes. We would like to know what particular items you 
want registration under. 

Mr. Raskin. At the present time, in your business, I don’t know 
of any that you have to register. You are under the general freeze 
order. 

Mr. Evrns. No specific instructions or freeze orders with respect 
to wall paper and paint? 

Mr. Raskin. No. 

Mr. Evins. Mr. Halleck? 

Mr. Hauieck. Well, there is a general freeze order. 

Mr. Raskin. Yes; I said he is under the general freeze order, but 
there is nothing in the new order or amendment that specifically 
applies to his business. 

Mr. Curtis. What does it mean to him, being under the general 
freeze order? That is what he wants to know. 

Mr. Raskin. He was frozen at the highest price he sold for during 
the base period from December 1950 to the 25th of January—yes, 
to the 25th of January. 

Mr. Cox. I understand that, but this matter of registering prices 
with the OPS, what about that? 

Mr. Rasxrn. At present there is no registration necessary in your 
business, 

Mr. Cox. Well, that is a great relief. 

Mr. Evins. Thank you. 


-— 
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Mr. Brownson. Of course, this is a unique advantage for me to 
have one of my outstanding and distinguished competitors in the sare 
line of business in such a good position. 

However, I think our relationship has always been friendly, espe- 
cially more friendly than that of Mr. Ogle with General Harrison. 

Mr. Cox. That is agreed. 

Mr. Brownson. I imagine you are under the same situation, of 
course—the distributive industry—and I am particularly glad to have 
you here, Frank, because you are one of the few representatives of 
distribution that has been here today. The distributive industry was 
caught on that general freeze of January 25 in a rather bad position, 
because pcntioniaaie in the wallpaper field, as you and I both know, 
many of the mills had price increases, and wrote to us, and many of 
us attempted to patriotically hold the price in response to the Govern- 
ment’s request. Then we are caught when replacing merchandise at 
the present time with higher factory costs; and yet, although the 
retail price is frozen, the factory prices are higher. We are caught 





in the squeeze. : t 

In that connection I would like to know from the gentleman from 
OPS—and I imagine you would, too—what is contemplated to relieve ‘ 
( 


that situation in the wholesale portion of the distributive trade. 

Mr. Raskin. Well, at the present time there are mark-up regula- 
tions being formulated in Washington, and I think they will be out 
within the next couple of weeks. 

Mr. Brownson. Do those regulations prescribe mark-ups, or pre- 
scribe the mark-up shall be the same as was normal for a given period ! 

Mr. Rasxkry. I don’t know what they prescribe; but, from other 
regulations that are already out, we are assuming that they will use 
the same mark-up that the businessman used previously. 

Mr. Brownson. The major has asked me to ask you the question as 
to what specific military establishment this case of the DO number | 
occurred in. Do you care to comment on that ¢ 

Mr. Cox. No; I would not want to embarrass the contractor or the 





officer. | 
Mr. Brownson. You would rather not do that? : 
Mr. Cox. No; but I can assure you that it was an accurate happen- | 
ing. It is pretty close to Indianapolis. , 
Mr. Brownson. Well, we are not so thickly populated with military 
organizations that she should have much trouble in determining that. 


Thank you very much. 
Mr. Evins. Thank you, Mr. Cox. 
We will now call Mr. Jarrett. 


STATEMENTS OF W. H. JARRETT, SR., ANR W. H. JARRETT, JR., 
GASOLINE EQUIPMENT MANUFACTURING CO. 


Mr. Evins. We are pleased to have you with us. Please give us 
your name; and, if you have an associate with you, give his name. 

Mr. Jarrerr. Lam W. H. Jarrett, Sr., and this is Junior. 

Mr. Evins. Very well. You may proceed. 

Mr. Jarrerr. I represent the Gasoline Equipment Manyfacturing 











Co., incorporated in 1927, and we own our own building. P 
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Principally, we are sheet- and plate-steel fabricators. Some of our 
products are storage tanks, vats, mixing tanks, weldments, and light 
structurals, 

Our tanks are used to store petroleum products for air bases, air- 
craft-engine manufacturers, petroleum industry, housing program, 
and farms, as well as many other chemicals and liquids, all an essen- 
tial part of our defense and civilian economy. 

The mills have cut our steel allotment more than 75 percent of our 
normal average requirements, and some of this steel received from 
mills consists of excess, or what they call excess prime, or what is 
known in normal times as junk. 

The steel mills are producing 10 percent more steel this year than 
they have ever produced in history. 

Their production for the first quarter of 1951 was approximately 
25 million tons, whereas the trade papers inform us that the Govern- 
ment is only taking approximately 30 percent of their total produc- 
tion. Where is this steel going ? 

No later than this morning we were offered steel for immediate 
delivery from mill through a source at $250 per ton, whereas it should 
cost approximately $78 per ton from the mills. 

We have many contracts taken late in 1950, and with the above steel 
allotment from the mills we cannot deliver. 

At this point why should our steel allotment be cut, since we are 
serving an essential industry ¢ 

I have a letter in front of me from the Department of Commerce, 
signed by John F. Skillman, who definitely states that the Govern- 
ment contracts have not started to flow down to subcontractors. Why ¢ 

We note that General Electric is looking for a Midwest plant to 
manufacture war supplies. Why not let some good, local established 
small business have this contract, whose plant can readily be converted 
to start production ¢ 

We have surveyed and contacted every procurement agency, air 
base, ordnance department, also contacted information taken from the 
weekly defense synopsis in this locality, including Wright-Paterson 
Field and others. All tell us they are ready to buy quantities of de- 
fense supplies, especially those made of steel. What happens? The 
replies are few and usually the contract or subcontract has been let, 
or there are no specifications left, except in a few cases of minor 
items, 

Now, do you want some questions ? 

Mr. Evins. Have you finished with your statement, Mr. Jarrett? 
Mr. Jarrerr. No; I have some more, but I have some questions 
ere. 

Mr. Evins. Go ahead and finish your statement. 

_ Mr. Jarrerr. Where and how can we secure a contract to produce 
items made of steel for the defense program ¢ 

What are the plans for allotting material for’essential, industrial, 
and civilian products? 

If CMP, will it be opened or closed ? 

How do we fit into the Government defense-mobilization program ? 

What is going to be done toward curbing wages so that defense and 
consumer costs can be reduced ? 
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What are we to do as small business for skilled labor when large 
firms with defense contracts are overbidding for labor? 

Why is Government financial aid necessary when the banks, insur- 
ance companies, and investors of the country are anxious to loan 
money for a sound investment ¢ 

Why doesn’t the Government, or the departments functioning for 
the Government, give us sound plang so we can develop a definite 
program ¢ . 

Why doesn’t the Government put good sound businessmen on thie 
jobs who can do a job and know what business is confronted wit), 
and needs? Possibly the men on these jobs are efficient. If so, let 
them handle the job without political interference or control from 
other factions. 

If they want us to do a job, tell us what they want done, and 
business will do the job for them. 

Mr. Evins. Thank you, Mr. Jarrett. My observation is that you 
presented some challenging questions, those being of patriotic fine 
Americans and fine businessmen. 

In answer to your question regarding the personnel, I might state 
that the head of the whole National Production Authority is a busi- 
nessman, Mr. Charles E. Wilson, who was drafted to do this par- 
ticular job—and Mr. DiSalle is said to be a small-business man—and 
the job was offered to some 15 people before they found one man 
who would accept it. 

Mr. Jarrerr. Did you follow my further statement? 

Mr. Evins. Yes. Now regarding the steel situation, if you have 
attended the hearings throughout the day, I feel that you must know 
the observations and the feeling of this committee. 

Mr. Jarrett. Yes. 

Mr. Evins. Regarding the letting of contracts, if you cannot secure 
needed materials, then it would be necessary for you to secure Govern- 
ment contracts in order to be able to get DO orders and allocation 
of essential materials. 

Mr. Jarrett. Well, the DO orders are bogged down to where they 
are not worth the paper they are written on. 

Mr. Evins. You are pointing out confusion and inefficiency in the 
program. 

Mr. Jarrett. That is right. I said, if CMP occurs, will it be open 
or closed? What we mean is will it be available to everyone or just 
for essential industry ? 

Mr. Evins. The military department of procurement, as I have 
learned it, before December 16 was on an open-bid, competitive bic 
basis for whatever requirements they might need. Since an emer- 
gency has been declared, the Defense Department now has authority 
under the law to go out and negotiate without advertising for bids, 
and their procedure is to send out letters of intent to negotiate, and 
they generally send them to several known nip / prow in a particulai 
field, people who are responsible and capable of supplying that par- 
ticular item. 

That is the procedure of contracting at the present time. 

Mr. Jarrerr. We have followed that without results. 

Now, here is another question I would like to ask you. We bought 
a machine, large machine, costing some $15,000, and it was pur- 
chased in August 1950 for delivery in March of this year, 1951. 
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Now, they tell us without priority delivery is indefinite. 

Mr. Evins. What type of machine is it? 

Mr. Jarrett. It is a steel press, made by the Cincinnati Shaper Co., 
a very fine machine. 

Mr. Curtis. I would like to ask the representative from NPA on 
that. Have you got priorities on machines? 

Mr. Bartrierr. Oh, yes; the Government has taken over a lot of 
machine tools. We had a case here awhile ago where they took an 
order away from one of the small-business people. I don’t know 
about the specific machine he is talking about. 

Mr. Curtis. What right of appeal do they have from your action 
in that instance ¢ 

Mr. Barrierr. We would be very glad to help you file an appeal, 
but I am very doubtful of the outcome. Of course, we have to give 
way to the military, whatever-their requirements may be. 

Mr. Curtis. Yes; naturally. 

Mr. Jarretr. Why are you afraid of the outcome when we are 
serving essential industry ¢ 

Mr. Rosiniiiee. Well, I mean, we will be glad to assist you in pre- 
paring an appeal in proper form, and do all that is possible for you. 
We do not want to predict or guarantee the outcome. We cannot. 
That would be impossible. I do not know what the military require- 
ments are. 

Mr. Curtis. I want to be sure that the problem is clear. Suppose, 
for example, they had contracte<! to deliver gas tanks to aviation, or 
to the Air Corps, and they needed this machine to go on doing that? 

Mr. Bartrierr. Undoubtedly that would be taken into considera- 
tion. 

Mr. Curtis. And the proper appeal is through your organization ¢ 

Mr. Jarrerr. We will be glad to come to you gentlemen for help. 

Mr. Datmas. Mr. Chairman, what excuse did the company give you 
for not delivering the machine, Mr. Jarrett? 

Mr. Jarrett. it was very vague, indeed. 

Mr. Daumas. Did they say it was a shortage of materials? 

Mr. Jarrerr. Well, originally they stated various Army depart- 
ments or war contractors or defense contractors took the machinery 
away from them, with very high directives or priorities. But it has 
been kicked around quite a little, and we finally asked them why they 
did not make delivery. 

Mr. Daumas. Do you mind filing that correspondence with the 
committee, or copies of it? 

Mr. Jarretr. Well, it was mostly by telephone. 

Mr. Dataas. I see. 

Mr. Evins. Thank you. 

Now, I see there is someone in the audience who wants to be heard. 
What is your name, sir? 

Mr. Wrrnam. C. L. Witham. 


STATEMENT OF C. L. WITHAM, INDIANA CONDENSED MILK CO. 


Mr. Evins. Give your name and your organization, and we will be 
pleased to hear your testimony. 

Mr. Wrrnam. My name is C. L. Witham, Indiana Condensed Milk 
Co., Indianapolis, Ind. 
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The problem I have to present, gentlemen, is the shortage of ma- 
terials necessary to keep a milk plant operating. 

I think first I would like to show the importance of the business | 
represent. We have four main amg and four stations and one 
plant at which we churn butter. Our main product is Wilson’s evap- 
orated milk. Quite a little Wilsons’ evaporated milk is used for in- 
fant feeding. There are no accurate figures on just how much is used 
for infant feeding, because it is sold through groceries and doctors 
prescribe it. Families go to the grocery and get what they need out 
of the same stock from which anyone else buying the milk would get 
their needs of milk. It is a historical fact that more babies are born 
during wartimes than are born during peacetimes. Therefore, the 
logical conclusion is that more Wilson's evaporated milk will be re- 
quired during this war emergency for infant feeding. 

We feel there is a large and important demand that must be taken 
rare of. During World War II a grocer told me a person came into 
his store and wanted 12 cans of Wilson’s milk. The grocer was short. 
He told the fellow he could only have five cans. The customer told 
the grocer that his doctor had told him to feed his baby Wilson's milk, 
and if he was not able to buy it he would break said grocer’s window 
and get it. 

We, on the other hand, buy this milk from the farmers, and the 
farmers depend on us to take the milk they have to sell. If, because 
of a breakdown in our plant and due to our inability to get repair 
parts to operate for a few days, we have to tell the farmer we cannot 
take his milk, the milk would be lost because there is no way that he, 
the farmer, can successfully handle this milk and get it to the con- 
sumer’s market directly from his farm. 

We, as well as all other industries, have been granted a “DO” rat- 
ing known as DO-97 under regulation No. 4, for repair parts, main- 
tenance, and capital investment up to $750 based on the dollars we 
spent last year. This basis will not let us buy as many repair parts 
as we bought a year ago. Most items are higher. 

We wanted a set of wheels for a buggy-type truck the other day. 
The wheels look like big bicycle wheels with rubber tires on them. 
The price of said wheels is $57.50. A year ago the price of the entire 
buggy-type truck was $55, but the new buggy-type truck complete to- 
day is $99. I grant you this is probably an extreme, but I cite it to 
show how the cost of supplies for repairs has gone up. 

The cost of electrical wiring is up 40 percent from a year ago. 
Electric switches are up 20 percent; stainless-steel tubing is up 1) 
percent; sanitary fittings, which are the type used in stainless-steel 
milk lines, are up 10 percent. Black iron pipe is up 10 percent, and 
black iron fittings or fittings for steam lines are up 30 percent. Valves 
which have brass in them are up 38 percent. 

We need in our business stainless steel which contains 10.8 percent 
nickel. We need copper. We need rubber’in various forms, all in 
very small quantities. My understanding is that the supplier will take 
the orders a gets from us and from other people, accumulate them 
and then attempt to replace his supplies mostly from so-called bulk 
warehouse stock. The warehouse would then have to take the prior- 
ities, present them to the mill to get the sheet needed. I can’t for the 
life of me see how such a routine is going to keep materials moving 
through to us. Then, too, this DO-97 under regulation No. 4 can 
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be used by all industry, essential and nonessential. If the war effort 
demands the high percentage of these so-called scarce materials that 
we are led to believe it does by the newspapers, then I don’t see how 
this priority is going to be more than a hunting license for those of 
us in essential industry within a very short time. 

We have some conveyor equipment ordered currently which was 
ordered last November. It will cost more than $750. So, therefore, 
it is a capital investment and regulation No. 4 does not apply. Cur- 
rently the company says they think they can ship it in Fide. This 
company at present claims that on new orders they can make shipment 
in ca 24 weeks, which is an awfully long time to wait when you 
need something. 

We have a stainless-steel milk heater ordered. This piece of equip- 
ment is to heat the milk before it enters the vacuum pan. It was 
ordered last December, in fact, I placed the order while I was in 
Chicago in December, hoping to get the material for it moving ahead 
of this pinch. The supplier now tells me that a stainless-steel tube 
shortage is holding up shipment. He hopes to deliver the heater in 
the next month or 6 weeks. This heater, incidentally, is to replace one 
that is worn out. 

We have a set of coils ordered for a vacuum pan. The vacuum pan 
is made of copper. The supplier told me he could get stainless-steel 
stock out of a warehouse from which he could fabricate these coils for 
us. There is no method of replacing these warehouse stocks, accord- 
ing to my understanding. The only way we can get Government as- 
sistance on such an order today would be to present a hardship case, 
take it to Washington and, if it was approved and if the warehouse 
got enough hardship cases, they could consolidate them and give an 
order to the mills. Such a routine, in my opinion, would mean that it 
would be months before the material could be gotten through to the 
supplier so that the relatively small piece of equipment needed could 
be fabricated. 

We have a laboratory-type scale ordered which is known as a bal- 
ance. It has been on order now for about 2 months, and the supplier 
has no idea just when he can ship it. 

Geared-in-head motors and standard slow-speed motors are almost 
impossible to obtain. It is necessary to clean a milk plant up daily 
and, by so doing, you use a considerable quantity of water. Water 
and motors do not mix. Even though we protect them the best we 
can, we have some trouble with motors burning up on us. This type 
of motor would be covered by regulation No. 4. We are told, how- 
ever, that this type motor is not obtainable because the manufacturers 
were shut off on getting the copper and rubber necessary to fabricate 
motors for domestic use. 

Certainly, if an essential industry such as ours is not given relief 
from the present situation, there is going to be a failure in supplies 
which will not only be disastrous to us as a company but very bad on 
the economy of the country. 

Mr. Evins. Thank you. I am sure you do not have to convince 
this committee of the essentiality and importance of milk and dairy 
products. 

I want to ask you one question: What recommendations would you 
make to the committee / 
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Mr. Wirnam. One thing that I think either has to be done is an 
over-all allotment plan has to be set up or the Army needs, or the Euro- 
pean needs, refigured, and get some materials back for domestic uce. 

I sent Representative Halleck a clipping out of the Chicago Tribune 
showing that large quantities of copper and other essential materia: 
were being unloaded in England; and, according to the Chicago 
Tribune, England was going to make generators out of this materia] 
and ship them to Russia. 

It certainly is very disturbing to me to read something like that 
in the newspapers, when they are telling me that I cannot get things. 

Mr. Evrns. Certainly those statements are disturbing, and may | 
say, with respect to rubber, I have had a similar notice called to my 
attention, and I find that it is not the Government of the United States 
doing it, but that it is private enterprise; it is the businessmen them- 
selves selling where they can get the price. 

We do want to increase production, and we want to curtail those 
things. 

Mr. Wrrnuam. You have to get a license to ship out of the country. 

Mr. Evins. That is right. 

Mr. Wrrnam. Why should a man be given a license to ship some- 
thing like that out of the country? 

Mr. Evins. I agree with you that it should be cut down. 

Mr. Brownson. I quite agree that the whole policy of issuing export 
licenses should be cultininid vite carefully when it comes to allowing 


essential items to leave this country. 

Mr. Evins. In many of the instances I am informed that the ship- 
ment of rubber is a transaction of representatives in other countries, 
buying it there, and having it shipped from Malay or somewhere else, 


and not having it actually come into the United States. 

Mr. Wrrnam. I hope we don’t have to have an over-all materia! 
supply allotment; but, unless some curtailment some way is found 
to get more of these essential items back into domestic industry, that 
is the only answer to it. 

Mr. Evins. Thank you, Mr. Witham. [Applause.] 

Is Mr. Robert Stroup in the audience? 

Mr. Srrovr. Yes, sir. 


STATEMENT OF ROBERT STROUP, INDIANA FIRE PREVENTION C0. 


Mr. Evins. Be seated, give us your name and organization, and then 
you may proceed, 

Mr. Srrour. I have a little case of laryngitis, but for the “congres- 
sional record” I may say that I do not refuse to speak. [Laughter.| 

Mr. Evins. What company or organization do you represent ? 

Mr. Srroup. The Indiana Fire Prevention Co. 

This company is not a manufacturer. It is a sales and engineering- 
service organization. 

While we are termed “a small-business enterprise,” well over a mil- 
lion dollars’ worth of real estate depends entirely on our ability to 
service and protect their investment. Fire does not recognize any 
difference ; fire and time wait for no man. . 

It seems that the entire fire program in this wartime development 
is to get ready for, if we are attacked, fire; and safety will be our 
No. 1 problem. 
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The smart coach in a basketball tournament never plays the last. 
game first, but takes each one in his stride. 

We must follow this method. 

Our immediate problem is the protection of our first line of defense, 
the home front. All the fire extinguishers in the world would never 
win @ war. 

It takes guns, trucks, and so forth to do that. 

The loss by fire of any factory aye lack of equipment would be 
of serious consequence. So far I am referring only to new equipment. 

Let us discuss the many millions of dollars of equipment now in 
service, and many that are out of service due to the inability to have 
them reconditioned. We are completely equipped to do this job, 
but not without parts. 

I will read a paragraph from a letter from a leading manufacturer. 
Well, anyway, it has to do with small parts, such as washers, and it 
says: 

Please exercise great care in misuse of high-priority material. 


Now, there is about an eighth of an ounce there in one of those parts; 
yet, that simple piece, or any one of those pieces, could stop a large 
CO2 extinguisher that weighs 40 pounds of brass, copper, and lead. 

Does this sound practical or equitable to toss aside the used equip- 
ment, especially in view of the present shortages; in World War LI, to 
get a tire, you first had to have your own inspected, and if it could 
not be repaired you would be given a certificate to obtain another. 

Here is another problem. There are thousands of extinguishers that 
use a cylinder like this [indicating]. As it is now, we have to fill those. 
I mean, we get them in there empty, and we have to send them over 
east or west. We are 4 months getting them back, because each 
company produces a different cylinder, and this little thing [indicat- 
ing] is the thing that you need to fill them. Try and get them. They 
should be compelled to give that equipment to the small producer who 
is doing the job out in the field, so that we can fill those things for 
approximately a few cents. But try and get them. 

Fire hose and brass connections protect more property than any 
other type of equipment. 

I will read a portion of a letter from the leading manufacturer : 

First hose delivery schedule, 18 to 20 weeks effective March 28, 1951. Munici- 
pal hose, 16 to 18 weeks. Rubber-covered, 14 to 16 weeks. 

That simply applies to the couplings. Now, how can a small fire 
department or a volunteer fire department, which operates without 
any salaries—they depend upon their own funds, and they don’t have 
enough finances to keep up their equipment, or especially to keep any 
reserve going to carry 4 or 5 months’ supply—how can they do it? 
They cannot do it. They break a hose at the coupling, and it means 
that they have to throw the entire hose away because they cannot get 
a coupling to fix it, and have to wait for 4 or 5 months on the hose. 

I have an order here from a fire department, where they burnt their 
ladders up in a large fire in December. This ladder was made from 
wood, or these ladders were made from wood. That is not too critical 
material, but that was December, and they received a reply about four 
times, but I see that they still do not have the ladders. 

About the only thing I have been able to say to my customer is 
that the Army must be developing a good second-story brigade. 
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I don’t believe—I don’t know of any company in our business that 
possibly could finance an inventory to cover even the State or vicinity 
of Indianapolis with that much material. Heretofore we have bee) 
able to carry certain essentials, and we could call Chicago or Detroit, 
and overnight we would get that in, and we would have it to our cus- 
tomers in a hurry. Those things are out of the question now. I have 
orders here in my folder from companies such as Public Service, A||i- 
son, Warner Gear, and so forth, where they ask for 21 hose on CO2. | 
have six. Stout Field is another. I would think that Stout Field 
should be quite essential, but the only thing I have is a DO-97, and | 
have a basketful of them. 

The only way that we can take care of this thing, and I believe that 
fire should be near No. 1 priority in the Nation, and that it should give 
us a high priority so that we can get those things. 

I further suggest that we maintain or demand that the major com- 
panies forget their little petty differences in time of war and work 
with fellows like ourselves, and give us those things so that we 
can do thosethings on the job. 

Next, I further suggest that we conserve every piece of fire equip- 
ment now in the field, and that only can be done by demanding again 
that we get parts, small parts, that one machine could put out enough 
of those in 2 hours to furnish a disk for every extension in the United 
States, and the whole thing would not weigh, I expect, 200 pounds. 
So, as to critical material, that is baloney on an item like that. 

So, the only thing I say, I believe in getting ready and having al! 
of that in case we are attacked, but, on the other hand, I still be- 
lieve that we should do something now here, because, if that factory 
burns down that is making that gun, it could not be doing anything 
good to your boys who are fight ing in Korea. 

Mr. Brownson. I would like to comment that at a recent meet- 
ing of the National Wholesalers Association I heard a lot of the 
same thing about many different industries. There seems to be a 
marked reluctance on the part of some industries to produce parts, 
because they would rather produce and sell complete assemblies. 

Mr. Srrovur. Correct. 

Mr. Brownson. That is true, I believe, in the television and ra- 
dio industry. It is a rather widespread practice, and I would like 
to suggest, Mr. Chairman, as a guest on the committee, that that is 
a matter that might well be looked into, because I think a great 
deal of critical material can go down the drain, just as Mr. Stroup 
pointed out, for want of little _— and yet at the same time, un- 
fortunately, there is no appea , particularly as things are going. 
There are too many manufacturers who would like to sell their as- 
semblies. 

Mr. Evins. The matter of replacement parts will receive the atten- 
tion of the committee. 

Mr. Curtis? 

Mr. Curtis. I have nothing further. I agree with Mr. Brownson. 

Mr. Evins. Thank, you, Mr. Stroup. 

Mr. R. S. Foster? [No response. | 

Mr. Sol Blickman. 

Mr. BuickMan. Yes, sir. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 


STATEMENT OF SOL BLICKMAN, ROGERS JEWELERS, 
INDIANAPOLIS, IND. 


Mr. Evins. Will you give your name and the name of your organi- 
zation, please. 

Mr. pe My name is Sol Blickman, and I am with Rogers 
Jewelers. 

Mr. Evins. You may proceed. 

Mr. Buickman. Gentlemen, by way of introduction, my name is 
Sol Blickman. My brother and I own Rogers Jewelers at 5 North 
Illinois Street, and Rogers Jewelers at 5620 East Washington Street 
in Indianapolis. 

I am immediate past president of the Indiana Retail Jewelers As- 
sociation and am a member of the board of directors of the Diamond 
Council of America. 

Perhaps my position is somewhat typical in the very broad cate- 
gory known as small business, because I grew up in my chosen pro- 
fession, that of a retail jeweler. 

Our firm was founded by my beloved father who has since passed 
away, and my entire past and future are directly related to the 
jewelry business. 

The retail jewelry business itself is certainly typically small. For 
example, its total volume for the year of 1950 is projected by the 
Department of Commerce as just slightly more than one billion 
dollars—a national volume, which is barely two-fifths of the volume 
of just one American company, Sears, Roebuck & Co. I would esti- 
mate the total number of jewelry stores in the country at approxi- 
mately 20,000, and the total number of people engaged in the retail 
rset of our industry is around 100,000, 

With the foregoing information as a background, perhaps you will 
understand why I jumped at the opportunity to be heard by your 
admirable committee. My understanding of your primary function, 
stated in its simplest form, is that you are charged with the responsi- 
bility of seeing that all small businesses receive fair treatment in this 
breathless age of dynamic economy and Government control. 

I come to you today because I do not have the same opportunity to 
compete for my fair share of the consumer dollar as owners of most 
other businesses selling retail goods and services. 

I do not have that opportunity because the Government has legis- 
lated part of it away. 

Certainly the members of our industry deserve fair treatment. We 
pay the same rates of income tax as anyone else; we pay the same 
State and Federal taxes on our businesses and our employees as anyone 
else; we must compete for our employees just like everyone else. 

For example, if a defense industry such as Allisons, or the naval 
ordnance plant, or Fort Harrison is paying a high wage scale, which 
they are, I must comply in order to have the necessary people to operate 
my business. 

When strategic materials were removed from the market, or allo- 
cated, the Government gave the jewelry business the same treatment 
as anyone else not involved in P dca production, even though the 
amount of strategic materials which our industry uses could, figura- 
tively, be put in your eye. 











576 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


I am not complaining about any of these things. On the contrary. 
I understand them and expect to be treated just like anyone else i 
these difficult times—and that is my point. 

It is unfair to be discriminated against, and that is what has hap- 
pened as a result of the retailers’ excise tax. 

Only four little retail industries were chosen during the last war 
to suffer with that tax which was established to restrict material ani 
labor, and to discourage spending. It was not imposed as a revenue- 
producing measure. 

However, at that time Congress promised us that immediately after 
the war those discriminatory taxes would be removed. 

Of course, we all know that has not happened. In fact, Congress 
seems to be contemplating the possibility of increasing those taxes. 

I most urgently request your committee, both individually and col- 
lectively, to do everything within your power not only to prevent an 
increase in the retail excise taxes, but also to fight for their complete 
elimination. 

I understand and sympathize with the Government’s problem of 
raising constantly increasing revenue. I believe I am speaking for 
everyone when I say that as Americans we all are willing to do our 
share. Iam not complaining about the number of dollars collected by 
the Government in this case, but I am objecting to the manner in which 
they are collecting it. 

The public is very conscious of the excise tax on jewelry, and we are 
losing sales and income because of that. 

Statistics of my own business, and of the industry in general, verify 
that statement and authenticate my claim that we are not receiving 
fair treatment along with most other retail businesses. Not a day goes 
by without my hearing someone say that he was considering buying 
a gift for a loved one and was going to buy a jewelry item but changed 
his mind and bought a nontaxable luxury such as a hand-painted tie, 
or flowers, or a box of candy instead. 

There are many sales that are lost in that same manner to other 
businesses. 

Here’s another example: Let’s take the case of the young fellow— 
perhaps from this very university—who has decided to take the big 
step of marriage and, of course, must have a wedding ring. We find 
many of these fellows coming into our store able to spend only, let’s 
say, $100 for a ring. Today we sell him a ring for $100. However, 
our sale registers only $83.33, because the balance of that $100 goes 
to the Government. Our sales are automatically reduced nearly 17 
percent ; that amount goes to the Government. 

Now, let’s take this same fellow’s fiancée. She goes into a depart- 
ment store to buy her trousseau; she pays $100 for a typical newly- 
wed’s fancy lingerie—something I know from experience she will need 
a lot less than she will need her wedding ring—yet, the unfair fact is 
that not 1 cent of her $100 goes any other place but in the department 
store’s sales total. 

I do not have the same opportunity for sales as men in most other 
retail businesses, but I certainly have a right to expect the same oppor- 
tunity. Whatever tax the Government decides is advisable should be 
placed on all businesses, not just a few. 

It is true that jewelry sales were relatively large during the war, 
and the excise tax did not seem to bother the public. However, you 
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know as well as I do the reason for that. The public had plenty of 
money to spend and a very few items on which to spend it. Toda 
the situation is quite different. There is plenty of merchandise of all 
types available. 

” The prices of almost everything have gone up tremendously, and 
although the average person is probably making more dollars than 
he ever did before, he certainly has a tough time budgeting his expenses. 

If, for example, he needs a new watch statistics prove that he will 

probably buy something else instead, because of the excise tax on 
ewelry. 
You may say to yourself that the prices of watches, for example, 
are relatively as high as everything else; however, that is definitely 
not true. The watch industry has done a wonderful job in holding 
yrices down and at the same time functioning as a training ground 
for highly skilled craftsmen most vital in defense industries. 

The prices of fine watches manufactured by leading nationally 
advertised firms are, in most cases, as low, or lower, than prices for 
similar quality watches in 1939. That fact is not generally realized. 

Incidentally, I hope that Congress does not place a higher tariff 
on Swiss watches to upset that situation. 

The House Ways and Means Committee, and the Senate Finance 
Committee, along with the Treasury Department, have ample files 
of statistics which would support the statements that I have made 
here. However, let me bring to your immediate attention just a few 
of them provided by the Department of Commerce. 

Historically speaking, jewelry volume before World War II always 
fluctuated in a roughly similar manner as disposable income. When 
income went up, jewelry volume went up; when income went down, 
jewelry volume went down, indicating that we were getting a fair 
share of consumer expenditures. However, since the end of World 
War II, jewelry sales have decreased every year, and our share of 
consumer expenditures has decreased every year, despite the fact 
that disposable income has increased every year. This is a com- 
plete reversal of trend. The figures of my own store reflect a con- 
stant decrease in jewelry departments and further exemplify those 
national figures. See table 1. The same constant downward trend 
holds true only in those businesses marked in the public mind by 
the excise tax. 

Of course, I am speaking about retail business. 

Perhaps you still doubt that the removal of the excise tax would 
have a stimulating effect on jewelry sales. Proof of the pudding is 
in the eating. Let’s look at what happened in Canada when in March 
1949 the excise tax on jewelry was reduced from 25 percent to 10 
percent. Jewelry sales were immediately stimulated and continued 
to reflect strength relative to sales during years of the higher excise 
tax. See table 2. The Government at the present time has no logical 
excuse for discriminating against the jewelry industry and the other 
industries covered by excise tax. During peacetime there is certainly 
no reason to prevent the public from buying certain classes of mer- 
chandise, yet that was the original purpose, and it is still having the 
same effect. According to national industry statistics, the average 
large retail jewelry store made only 2.percent before taxes on his 
sales during 1949. The retail jeweler today, like all other retail busi- 
nesses, has a high inventory, but unlike other businesses, his sales of 
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jewelry items are even less than they were during 1949. Certainly 
the Government does not want any business to lose money, or make 4 
relatively low gain on their investment, if that can be prevented. 

Gentlemen, f appeal to you to do everything that you can to elimi- 
nate or prevent an increase in the discriminatory retail excise taxes, 
so that everyone in the industries affected may have further cause to 
believe in our Government’s high principles of fair play, and so that 
the thousands of small-business men in these industries located in 
cities, towns, and villages all over the country may have cause to 
appreciate the fair-minded service of their Congressmen. 

f there are any questions which I may answer to clarify my appeal 
further, please ask them. 

All I'm asking is that we jewelers be treated the same—no better 
nor worse—than members of any other industry. I’m asking that 
we receive an opportunity equal to anyone else’s to achieve financial 
success. If such a method of taxation is necessary, then apply a sales 
tax on all retail business to be included in the price of all merchan- 
lise, not to be stated as a separate charge. Based on 1949 figures, a 
general sales tax of only one-half of 1 percent would have raised 
nearly 50 percent more than the revenue from all retail excise taxes 
combined—see table 83—and all retailers would have had an even break. 

Mr. Evins. The tables that are mentioned in your statement may 
be made a part of the record. 

(The documents above referred to are as follows :) 


TABLE 1.—Retail jewelry sales versus disposable income 
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Source: U. 8. Department of Commerce. 
TABLE 2.—Retail sales of jewelery stores in the Dominion of Canada 


Percent change from same 
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Source: Dominion Bureau of Statistics, Department of Trade and Commerce, Ottawa, 
Canada. 
TasLe 3.—Retail excise tax collections versus retail sales tar 


Collections from all retail excise taxes, 1949____.-___--_------ $449, 211, 000) 
Total sales, all retail stores, 1949_...........-_.-..-._.--..-- 128, 183, 000, 000 
Total revenue from proposed retail sales tax at rate of one-half < 

OE 1 ORO ci ed etic ne ntendslinwigbelen ttt 640, 915, 000 


Additional revenue if retail sales tax were in effect in place of 
aces: tiSed oe a) iid and det bb csitiannt 191, 704, 000 


Source: Treasury Department ; Department of Commerce. 
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Mr. Evins. Thank you. My colleague and I are in agreement 
that you have a well-prepared and splendid statement. 

I might state to you that you are making an appeal here that your 
industry is being discriminated against. ‘This committee has received 
testimony from automobile manufacturers and refrigerator manu- 
facturers, and radio manufacturers and appliance manufacturers and 
sales organizations that they are being discriminated against, because 
they have a regulation W applying to their industry, and there is no 
regulat ion W with respect to credit extension on jewelry sales. 

Mr. Buickman. That is true, with one exception—we still have to 
get a minimum down payment, and we still have a limit on the con- 
tract, the length of the term of the contract. 

However, we could not remain in business, nor could any ogg 
large jewelry store remain in business and sell only jewelry. e 
sell a lot of other items covered by regulation W. 

Mr. Evins. The testimony which you have given, as you have 
properly pointed out, may best be submitted to the Committee on 
Ways and Means. 

Your statement will be conveyed to the Committee on Ways and 
Means. 

You made one further statement, about not having any tariff on 
Swiss watches. That interested me very much, because we down in 
my State, down in the State of Tennessee, believe in Cordell Hull’s 
reciprocal trade program. We are going to have to buy a few items 
from some of the other countries abroad if we carry on trade and 
commerce. There is an objection to letting Swiss watches come into 
the country under a reciprocal trade agreement, but you would want 
them to be brought in ¢ 

Mr. Rogers. That is right. The only thing I object to is a raise in 
the present duty on those watches. There is a duty now, but I would 
object to any raise which would upset really a very good section of 
our industry. 

As I pointed out, they have done a wonderful job. It might be of 
interest if we were to talk about the American watch manufacturers. 
Probably the outstanding case of that was the Waltham bankruptcy 
case. 

I believe in tariffs to help out businesses. I don’t believe in tariffs 
which nurture a weak sister. I think that our American industries 
have to hold their own, and they have to have modern equipment, and 
they have to have good brains, they have to have good styling. 

Mr. Evins. With our great productive capacity here in America, 
and especially in Indiana, and with the vast volume of things we 
produce, we have to give and take a little bit if we are going to sell our 
products. You will agree to that observation ? 

Mr. Buickman. That is true. However, the case of the retail 
excise tax, of course, looking at it from my own selfish standpoint, 
is a little bit unique. Actually, when we sell the consumer, the great 
mass of the public, a great deal of business is gift business, al the 
customer a up his mind what he is going to buy, and he can be 
swayed by any little thing. 

Now, the excise tax does make a tremendous difference. I could 
tell you of many things that have happened every day in our stores, 
and all I say is that if they go into—let’s say they buy items that are 


much more along the line of luxuries than items we sell; if there has 
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to be taxes, let them be taxes on those. We will compete with tlie 
next fellow. 

Mr. Evins. Well, I am sure that the committee appreciates ||, 
testimony of the businessman on the retail level. We have not had 
too much testimony from retail stores, and we appreciate your 
testimony. 

Mr. Brownson. I certainly agree with you on your analysis of the 
reciprocal trade program, especially as amended in the House. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. No comment. 

Mr. Evins. Thank you. 

Now, the committee has three other witnesses, William R. Evins. 
John B. Loveland—is Mr. Evins here? 

(No response. ) 

Mr. Evins. Mr. John B. Loveland? 

Mr. Lovetanp. Yes, sir. 


STATEMENT OF JOHN B. LOVELAND, DISTRIBUTOR 


Mr. Evins. Will you give your name, please? 

Mr. Love.anp. John B. Loveland. 

Mr. Evins. I notice that you have a lot of documents there. 

Mr. Lovetanp. I have lots of documents and a few samples. 

Mr. Evins. Do you have a prepared statement ? 

Mr. Lovetanp. Yes. 

Mr. Evins. You may proceed. 

Mr. Lovexianp. I typed it out. 

In the first place, Representative Brownson has received this letter 
in the past 4 or 5 weeks, but I believe the situation is basically the 
same as it was when I wrote him the letter, and I think I will read the 
letter first. 

My purpose in writing you is to discuss the matter of materials 
commonly in use in the packaging of foods for preservation through 
sharp freezing and subsequent storage at zero temperatures, Natur- 
ally both the frozen-food locker industry, and the users of home 
freezers are deeply interested in having available at the proper times, 
the packaging necessary for the conservation of the tremendous quan- 
tity of foods which are stored through their facilities. 

I am definitely not a pressure group, but feel that my experience as 
a very small-business man distributing such materials exclusively may 
help to show you just what the present trend appears to be in supply- 
ing the demand for home owners who buy fresh foods and process 
them through freezing for later use. 

I have some samples there, or ae literature applying to 
many of the commonest accepted materials. 

For meats and poultry, locker paper, both wax treated or laminated. 

Cellophane, of a moistureproof for use with an outer wrap of paper. 
This one is a dead dodo. This is aluminum foil, 0.0015 thickness, used 
as a single wrap. 

Fliofilm, used same as Cellophane. 

Now, for packaging fruits and vegetables, sen folding pack car- 
tons, using either polyethylene or Cellophane liners, 
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I have given you a sample of one, using also rigid paper cartons, 
heavily waxed for at least one reuse and sealed with a plastic lid 
either polystrene or more lately a a WB 

Also rigid plastic cartons, polystrene body with polyethylene lid. 

Rigid paper containers, cilindzical in shape, with lids of same 
material. 

And, finally, glass jars properly shaped and treated for freezer use 
with metal lids. 

The above covers most of the methods used today, but the delivery 
situation is yet another thing. Let me tell you what the supply situa- 
tion on each appears to be from here. I know only what my suppliers 
tell me, but when my customers can’t get it other places either, the 
shortages which appear do show a trend. This is what has happened 
to each of the above: 

Locker paper : Most. popular size for individual home use is 18 inches 
by 100 feet. One manufacturer has discontinued this size in favor of 
a larger roll for locker plants. My anticipated requirements for the 
year were approximately 40 cases consumer rolls every 2 weeks and 
a standing order was placed with the leading manufacturer for this 
amount. His shipping is so far behind that I can fill only one-tenth 
of the orders from customers, yet had my orders been filled forth- 
rightly, as anticipated, none of my customers’ orders would have to 
go unfilled. 

Cellophane has been in short supply for more than a year. Whether 
demands for cellulose in war materials is responsible, or the tremen- 
dous new demand from self-service food and meat stores has created 
this shortage, I do not know. But I suspect that both have helped. 

Aluminum foil for freezer use began to be a collectors’ item last 
fall, although there have been a very few shipments into the territory 
since November. 

I think it is order M-7 which prohibits the use of that in households 
for household purposes. 

Polyethylene as a meat wrap has been available in 18-inch x 55-foot 
size from only one source, and my last shipment from them has been 
drastically reduced. 

Plyofilm has been available in restricted use in large commercial 
rolls, but at current prices locker operators don’t use too much. 

For the coming season for fruits and vegetables it appears that there 
will be a few cartons available, although only one manufacturer is 
actually shipping my orders on a current basis. He has a Cellophane 
lined paper carton which is used with a polyethylene replacement bag 
for a second season. 

Sutherland Paper Co. advises us that their cartons are available for 
spring delivery, but that the shortage of polyethylene bags for carton 
liners has them definitely behind the 8 ball. 

I have later word from them that while a directive has not been 
issued, pressures have been brought to bear on their suppliers to enable 
their bag manufacturers to make up the equivalent of quite a few 
million bags for their containers, and they are planning their distribu- 
tion from a basis of pointing toward the southern markets first, which 
is right, and the oldest order going to the southern markets, and hit 
the northern markets later, as the fruits and vegetables come in season, 
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and all orders received after January 1 are automatically shipped on 
the basis of the date received. I had my order in before January 1, so 
1 hope I got something. 

Rigid paper cartons apparently are available at present. 

Rigid plastic containers are being shipped up to the equivalent of 
last year’s use. Mine haven't come in, but other jobbers have received 
shipments on a vendor’s option, April 1 dating arrangement. I expect 
mine soon. 

I don’t know what the score is on other containers as I don’t handle 
them, but with the tremendous increase of home freezer users, it is well 
apparent that materials will be needed more than ever before. 
Frankly, I feel that if polyethylene and paper can be converted in 
civilian use, the situation need not be too serious. 

My purpose in giving you the above information is to present a 
picture as it now stands with the hope that if you are in a position 
to do so that you will be able to offer some relief to the thousands of 
good Hoosiers who have come to depend on home grown frozen foods 
to keep down inflationary trends. { have compiled no statistics, but 
you can rely on my word that the picture given is a true one. I am 
sure that what prevails in Indiana 1s true wherever locker plants and 
home freezers are used. Naturally I am concerned over what will 
happen'to my own small business, and as an ordinary citizen I will 
always bow to the need for the common good, but I do feel that the 
country will be served well if materials are available to preserve sea- 
sonal foods at the farm and garden level. 

To complete the picture to enable you to visualize just how far our 
Indiana families have gone into this practice of freezer living I have 
compiled a few figures from competent sources as to the number of 
freezers in our homes, as well as the locker population. 

Electrical Merchandising magazine for January 1951 tells us that 
in 1948, 27,634 freezers were shipped into Indiana ; in 1949, 20,253 came 
to Hoosier dealers; while up to September 1950, 10,172 had been 
shipped. My own “guess-timate” is that at least 22,000 had previously 
found their way into Indiana homes—89,059 freezers with a possible 
average of 12 cubic feet is approximately 960,000 cubic feet of zero 
storage space in Indiana homes. 

The figures on home freezers are pretty close to the equal of the 
capacity of our 340 frozen-food locker plants in operation in the 
State—520 lockers per plant is the average capacity quoted by the 
Indiana State Locker Association. As each locker averages 6 cubic 
feet, there are over 1,000,000 cubic feet of zero storage space for 
family use to be added to the total in homes. 

With the potential capacity of 100,000,000 pounds of foods in stor- 
age at one time—I figure approximately 50 pounds to a cubic foot. 
and I am speaking of capacity, I don’t believe there is that much food 
actually in storage, but with the potenial capacity of 100,000,000 
pounds of foods in storage just in Indiana, is there any wonder why 
I am concerned about being able to supply a portion of the materials 
needed to wrap those foods? When yon consider that Indiana’s freezer 
population is less than 5 percent of the national total it is not so diff- 
cult to realize why my suppliers are having a time producing to 
meet the demand. When they are strangulated by material shortages, 
it is we little jobbers who find it hard to keep up, especially when lack 
of capital prevents stockpiling to meet peak seasonal demands. 
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That is my prepared statement. 
(Prepared statement submitted is as follows :) 


STATEMENT oF JOHN B. LoveLAND, INDIANAPOLIS, LND. 


To complete the picture to enable you to visualize just how far our Indiana 
families have gone into this practice of freezer living, I have compiled a few 
figures from competent sources as to the number of freezers in our homes, as 
well as the locker population. 

Blectrical Merchandising Magazine for January 1951 tells us that, in 1948, 
27.634 freezers were shipped into Indiana; in 1949, 20.253 came to Hoosier 
dealers; while, up to September 1950, 10,172 had been shipped. My own “guess- 
timate” is that at least 22,000 had previously found their way into Indiana 
homes ; 80,059 freezers, with a possible average of 12 cubic feet, is approximately 
060,000 cubic feet of zero storage space in Indiana homes. 

The figures on home freezers are pretty close to the equal of the capacity 
of our 340 frozen-food locker plants in operation in the State; 520 lockers per 
plant is the average capacity quoted by the Indiana State Locker Association. 
As each locker averages 6 cubic feet, there are over 1,000,000 cubic feet of zero 
storage space for family use to be added to the total in homes. 

With the potential capacity of 100,000,000 pounds of foods in storage at one 
time, is there any wonder why I am concerned about being able to supply a 
portion of the materials needed to wrap those foods. When you consider that 
Indiana’s freezer population is less than 5 percent of the national total, it is 
not so difficult to realize why my suppliers are having a time producing to meet 
the demand. When they are strangulated by material shortages, it is we little 
jobbers who find it hard to keep up, especially when lack of capital prevents 
stockpiling to meet peak seasonal demands. 

My purpose in writing you is to discuss the matter of materials commonly 
in use in the packaging of foods for preservation through sharp freezing and 
subsequent storage at zero temperatures. Naturally both the frozen-food locker 
industry and the users of home freezers are deeply interested in having available 
at the proper times the packaging necessary for the conservation of the tre- 
mendous quantity of foods which are stored through their facilities. 

I am definitely not a pressure group, but feel that my experience as a very- 
small-business man, distributing such materials exclusively, may help to show 
you just what the present trend appears to be in supplying the demand for home 
owners who buy fresh foods and process them through freezing for later use. 

Iam enclosing samples or descriptive literature applying to many of the 
commonest accepted materials ; while below they are listed. 

For meats and poultry : 

Locker paper (both wax-treated or laminated) 
Cellophane (moisture-proof for use with an outer wrap of paper) 
Aluminum foil (0.0015 thickness used as a single wrap) 

Plyofilm (used as cellophane) 

For fruits and vegetables: 

Paper folding pack cartons (using either polyethylene or cellophane liners) 

Rigid paper cartons (heavily waxed for at least one reuse and sealed with a 
plastic lid either polystrene or more lately polyethylene) 

Rigid plastic cartons (polystyrene body with polyethylene lid) 

Rigid paper containers (cylindrical in shape with lids of same material) 

Glass jars (properly shaped and treated for freezer use with metal lids) 

The above covers most of the methods used today, but the delivery situatior 
is yet another thing. Let me tell you what the supply situation on each appear 
to be from here. I know only what my suppliers tell me; but, when my custom 
ers can't get it other places either, the shortages which appear do show a trend 
This is what has happened to each of the above: 

Locker paper: Most popular size for individual home use is 18 inches by 106 
feet. One manufacturer has discontinued this size in favor of a larger roll for 
locker plants. My anticipated requirements for the year were approximately 40 
cases consumer rolls every 2 weeks, and a standing order was placed with the 
leading manufacturer for this amount. His shipping is so far behind that I 
can fill only one-tenth of the orders from customers. Yet, had my orders been 
filled forthrightly as anticipated, none of my customers’ orders would have to 
£0 unfilled. 

Cellophane has been in short supply for more than a year. Whether demands 
for cellulose in war materials is responsible, or the tremendous new demand from 
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self-service food and meat stores has created this shortage, I do not know. But 
I suspect that both have helped. 

Aluminum foil for freezer use began to be a collector’s item last fall, al- 
though there have been a very few shipments into the territory since November. 

Polyethylene as a meat wrap has been available in 18-inch by 55 feet size from 
only one source, and my last shipment from them bas been drastically reduced. 

Plyofilm has been available in restricted use in large commercial rolls, but at 
current prices locker operators don’t use too much. 

For the coming season for fruits and vegetables it appears that there will be 
a few cartons available, although only one manufacturerer is actually shipping 
my orders on a current basis. He has a cellophane-lined paper carton which 
is used with a polyethylene replacement bag for a second season. 

Sutherland Paper Co. advises us that their cartons are available for spring 
delivery, but that the shortage of polyethylene bags for carton liners has them 
definitely behind the eight ball. 

Rigid paper cartons apparently are available at present. 

R gid plastic containers are being shipped up to the equivalent of last year's 
use. Mine haven't come in, but other jobbers have received shipments on a 
vendor's option, April 1 dating arrangement. I expect mine soon. 

I don’t know what the score is on other containers, as I don’t handle them; 
but with the tremendous increase of home freezer users, it is well apparent that 
materials will be needed more than ever before. Frankly, I feel that if poly- 
ethylene and paper can be converted to civilian use the situation need not be 


too serious. 

My purpose in giving you the above information is to present a picture as it 
now stands with the hope that if you are in a position to do so that you will be 
able to offer some relief to the thousands of good Hoosiers who have come to 
depend on home-grown frozen foods to keep down inflationary trends. I have 
compiled no statistics, but you can rely on my word that the picture given is 
a true one. I am sure that what prevails in Indiana is true wherever !o ker 
plants and home freezers are used. Naturally, I am concerned over what will 
happen to ny own small business, and as an ordinary citizen I will always bow 
to the need for the common good, but I do feel that the country will be served 
well if materials are available to preserve seasonal foods at the farm and garden 


level. 

Mr. Evins. Thank you, Mr. Loveland, for a very splendid state- 
ment, 

Mr. Curtis. I want to compliment you on that very comprehen- 
sive and helpful statement on a very important industry, and I might 
add here, of course, that the Department of Agriculture is trying to 
encourage defense gardening again. It is even going to be more im- 
portant, and I am particularly interested, as an individual, because 
that is the only way that my family is able to operate on deepfreeze 
consumption there. 

Mr, Evins. Mr. Brownson. 

Mr. Brownson. Did you buy your own deepfreeze, or is that one 
of the—— 

Mr. Curris. Well, I guess for the record I might say at this time 
that I am a Missouri Republican. 

Mr. Lovetanp. I might add that it is my own personal opinion 
that the home freezer and the commercial locker plant will do more 
to keep things off the black market and to keep prices in line than any 
other source of supply that I know of. 

The only thing in this field that has reached black-market —_- 
tions at all is aluminum foil, and I find that there is a lot of jockey- 
ing around. 

Mr. Evins. Thank you. 

Mr. Skirvin. 

Evidently Mr. Skirvin who is our last scheduled witness is not here. 

Gentlemen, I guess this concludes all the witnesses who have sig- 
nified a desire to testify before this particular committee. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 585 


The committee does not wish to cut anyone off, and if there is 
anyone who wants to make a further observation or statement we 
should be pleased to hear from you; otherwise, we will conclude the 
hearin 
Might I state that we should like to compliment you people of 
Indianapolis on the fine turn-out you have given us. 

Mr. Sanverer. I would like to be heard. I will take just but a 
moment of your time, because I know you are anxious to dim. 

Mr. Evtns. Very well. 


STATEMENT OF GEORGE SANDEFER, MIDWEST TANK & 
CONSTRUCTION CO. 


Mr. Evins. Will you state your name and the company you repre- 
sent ? 

Mr. Sanverer. My name is George Sandefer, and I own and ope- 
rate the Midwest Tank & Construction Co. 

Mr. Evins. You may proceed. 

Mr. Sanverer. I would like to say that we employ approximately 
60 to 70 men at this time. We took a considerable amount of work for 
the Government, the United States Air Force, and the various agen- 
cies during the war. Our work consisted of putting in gasoline sys- 
tems all over the Middle West, and at the present time we are still 
engaged in that business also. 

We use a lot of sheet steel, and it is becoming impossible for us to 
get any steel outside of the black market. Each and every week we 
are approached by approximately a half dozen people to buy steel that 
ranges anywhere from $250 to $260 a ton. 


We were a Seana by a supposed to be reputable company here 


in Indianapolis last week, with steel plate at the price of $250 a ton. 

It happens that we have a fabricating plant which has cost us 
approximately $80,000 to install, and at the present time, at the 
present rate we get steel plate, we only have four men employed, 
which is only about 15 or 20 percent of capacity. 

Now, we try to cooperate in every way we can with the Government. 

Last week T was in Lansing, Mich., free of charge, and talked to 
the Army and gave them our views and specifications on putting in a 
gasoline plant, and Friday of this week I am going to Detroit at the 
request of the Army to give them some information, and our sugges- 
tions and specifications on installing gasoline systems in the vicinity 
of Detroit, and I pay for this at my own expense. 

We feel that steel should be controlled a little closer from the mill 
to the consumer. 

That is all. 

Mr. Curtis. Could I ask you a question? Have you any sugges- 
tions, do you have any idea, as to how this steel is getting into the 
black market ? 

Mr. Sanverer. No; I do not, but the other week I bought two car- 
londs of steel which under ordinary circumstances would have cost me 
$8,000, and I paid $25,000 for these two carloads of steel. Now, as 
to my customers, which are every oil company in this section of the 
country, I tell them the only way that we can do business is by selling 
them black-market steel. 
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Mr. Curtis. We are most interested in that subject, as you may 
have gathered from our previous questioning, and any information 
you might want to give to us on that we will be glad to receive, 

Mr. Sanverer. We had one carload of steel which they called 4-inc), 
foreign steel—I call it black-market steel myself—that came in, and 
my a foreman told me that it had the name of one of our leading 
steel manufacturers on one of the plates. I did not see it myself. 

We called the company and told the company, and the gentleman 
stated that he would report it to the FBI. I never heard anything 
from it. 

Mr. Curtis. It was reported ¢ 

Mr. Sanperer. It was reported, and the company man came out and 
looked at the steel, and he said it looked as though it was steel rolled 
at their mill. Of course, he could not be positive, but it had an Amer- 
ican marking on the steel, and we paid $250 a ton for the steel. 

Mr. Curtis. Well, this is very helpful information for us. Thank 

you. 
* Mr. Sanverer. Well, I look at it like this: We have the factory to 
produce the stuff, and we have always worked with the Government. 
During the last war the Government stopped all of our civilian work, 
and I worked entirely for the United States Air Force, putting in 
gasoline bases all over the Middle West. 

I came back from Mobile, Ala., where I spent 6 months. 

Mr. Evins. Thank you very much. 

Mr. Sanperer. Thank you. 

Mr. Evins. Ladies and gentlemen, I personally want to compliment 
the vital industries of Indiana; and, although many problems have 
been presented here, it is certainly evident that the Indiana small- 
business man and Indiana small business and other business are thriv- 
ing in Indiana, and we hope that this committee may be of some help- 
fulness and usefulness in alleviating some of the critical materia! 
problems. 

If this committee can be instrumental in bringing about increased 
production of aluminum, or releasing a certain portion from the stock- 
pile, then it would have justified its existence. 

The matters which you have presented here have certainly brouglit 
to the attention of the Congress and to the interested agencies of the 
Government what you are up against. 

I want to again thank my pon cai Mr. Brownson, and the repre- 
sentative of the Chamber of Commerce of Indiana, Dr. Ross, fe all 
the rest of you kind people for making these facilities available to us 
for hearing. 

Mr. Datmas. Mr. Chairman, I offer for inclusion in the record the 
statement of Mr. A. F. Dreyer, secretary-treasurer, Indiana Canners 
Association, Inc., Indianapolis, Ind. 

Mr. Evins. Without objection, the statement will be included. 

(The document referred to is as follows :) 

INDIANA CANNERS AssocraTIoN, INc., 
Indianapolis, Ind., April 2, 1951. 
House COMMITTEE ON SMALL BUSINESS: 

We appreciate the opportunity of presenting this statement in behalf of the 
canning industry in Indiana, and attempting to point out how the Public Con- 
tracts Act (Walsh-Healey Act) affects our industry. 

The Walsh-Healey Act provides that Government contracts for materials, sup- 
plies, articles and equipment in excess of $10,000 demand that certain provisions 
must be complied with that hamper operations of the canning industry. 
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The Federal wage and hour law as enacted in 1988, and as amended in 1949, 
provides that processors of fresh fruits and vegetables are given total exemp- 
tions from overtime provisions for a period of 14 weeks, in section 7 C, and 
in section 7 (b) (3) we are given an additional 14 weeks exemption from over- 
time up to 56 hours per week. Congress after due deliberations determined that 
these exemptions were necessary, due to the highly seasonal and perishable 
nature of the products. 

The Walsh-Healey Act makes no provision for such exemption. It states defi- 
nitely 8 hours per day and 40 hours per week. Due to the fact that our operations 
are highly seasonal and the products perishable, and since sufficient labor will 
in all probability not be available, meeting these provisions is next to impossible. 

The Walsh-Healey Act further provides that no male person under 16 and 
no female person under 18 years of age may be employed at any time, imposes 
another penalty. The Fair Labor Standards Act and our State laws permit 
hiring minors under 16 and 18 years respectively, when school is not in session. 
The canning industry must have the use of such minors, if sufficient perishable 
foods are canned and preserved for both civilians and Armed Forces. 

During World War II, the above provisions of the Walsh-Healey Act were 
relaxed to conform with the Federal wage and hour law, and we urge your com- 
mittee to give serious consideration to this matter at this time. 

Respectfully submitted. 


INDIANA CANNERS ASSOCIATION, INC., 
A. F. Dreyer, Secretary-Treasurer. 
Mr. Daumas. At this time, I would like to submit for the record 
a report submitted by O. F. Roehler, president, Koolvent Aluminum 


Awning Co., Indianapolis, Ind. 
Mr. Evins. Without objection, it shall be included in the record. 


(The report referred to is as follows :) 


Report ON THE ALUMINUM SITUATION AND WHaAT’s BEING Done Apout Ir’ 


(By Nersica, the National Metal Awning Association, and the Metal Combination 
Storm Sash Institute) 


FOREWORD 


I suspect that if a full cross section of all the tiny businesses that have sprung 
up since World War II were made, it would be revealed that more than 60 per- 
cent of them are owned and operated by veterans. This is particularly true in 
the almost brand-new aluminum home-improvement-products industry. 

Now, as veterans, this industry realizes perhaps better than most that not one 
ounce of aluminum necessary for military purposes should be denied to the 
Government. 

On the other hand, as veterans, the members of this industry fought for their 
right to start and maintain their own businesses in the typical free American 
enterprise system. If the military does not need or cannot use the available 
aluminum then this industry has a right to object to being extinguished as is 
now arbitrarily proposed by the NPA. 

But I'll go one step further. Is it not true that we are engaging in this large- 
scale defense effort in order to save our way of life? Isn't part of that way 
of life the chance to start your own business? Shouldn't the Washington 
approach, therefore, be slanted along the line “What can we do to build up 
defenses and save this segment of our way of life?’ Contrast this to the 
current NPA approach: “Hurry up and wait; if people get hurt in the mean- 
while, well * * * somebody’s got to make sacrifices.” Surely there must 
be enough people and enough intelligence in Washington so that a reasonable 
transition without the destruction of tiny businesses could be made. 

In brief, it has been the goal of the aluminum home improvement, mainte- 
hance, and repair group to present such a program to Washington and to show 
the officials that a tiny amount of aluminum in the second quarter for the tiny 
businesses in this industry is the answer and that this answer will not (empha- 
tically cannot) impair the defense program. 

Many people have contributed to this effort but the brunt of the work has 
been done by Senator Sparkman’s Small Business Committee, by Nersica (Mr. 


‘Distributed at the 1951 Nersica convention, March 1951, by Orchards Bros., Inc., 
Rutherford, N. J. 
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C. N. Nichols, the executive director), by the Metal Combination Storm Sash 
Institute (Mr. Charles E. Hunter, chairman), and by the National Metal Awning 
Association. 
J. E. Orcnarp, 
President, Orchard Bros., Inc., Chairman, National Metal Awning Agso- 
ciation. 
THE ALUMINUM SITUATION 

November 1950 

In the latter part of October newspaper stories appeared to the effect that the 
NPA had prepared a list of products made out of aluminum which they con 
sidered nonessential and that they were considering issuing an order banning 
the manufacture of those products starting on January 1, 1951. An immediate 
informal campaign was organized by Mr. C. N. Nichols of NERSICA which 
resulted in revising the thinking of the NPA. A telegram sent by the NERSI«'\ 
group was as follows: “News item indicates thought being given by NPA 1. 
limiting flow of aluminum into so-called nonessential end products. Whil 
it is inconceivable to think NPA would attempt to set itself as judge and juror 
to establish what is and what is not an essential product, our association wishes 
to record with NPA a strong objection even to the idea of such an arbitrary 
regulation. Your agency is interested first of all in allotting a sufficient supply 
of aluminum to satisfy miiltary needs and stockpile requirements. Heretofore 
in steel you have established DO orders under which each individual producer 
is required to accept ceilings according to output. This is a fair plan which 
grants the producer option to use his surpluses as his own business intelligence 
directs. What other American free enterprise system can be considered? If 
military and stockpile need X pounds of aluminum, say so, and I’m sure you’!! 
find the industry and public ready and willing to cooperate in meeting most 
stringent demands. Our association represents all contractors who instal! 
aluminum combination storm doors, windows and awnings. While we cannot 
imagine NPA ruling that these items which are so essential to the comfort. 
health, and welfare of the small-income middle-class home owners, we do want 
to register, that in any terrible decision that might include a list of nonessen 
tial end products, NPA remember the essentialty of the above items. Espe- 
cially take into consideration the fuel-saving contribution of aluminum doors 
windows and awnings. If conditions are so bad NPA must decide what is an 
essential product, then surely a fuel conservation program will be in the offing. 
Finally, with plan under discussion now for adding 2 billion pounds to the 
aluminum production capacity, it behooves the Government to proceed slowly 
with extremely drastic controls of aluminum over and above the current needs 
of the military. As a recognized business executive, you should not con 
done bureaucratic actions which are not in the interest of anyone. Regards.’ 

And the awning group sent the following telegram: “Thursday’s newspaper 
release reference proposed restrictions on use of aluminum is ruinous blow to 
aluminum awning industry. Here is a new postwar industry. Here is a new 
industry basically representing the American tradition of hard-working enter 
prise. Here is an industry designed to create an improved standard of home 
comfort. Here is an ever-growing industry made possible by the courageous 
efforts of World War II veterans who own and operate more than half of the 
companies. Here is an industry that in 5 years has grown from annual sales 
of less than $2 million to an annual sales in excess of $200 million. Here is an 
industry that directly employs over 25,000 people, but what is more important 
here is an industry that represents the profit margin for an estimated 20.000 
small-home improvement contractors employing over 100,000 people. Why 
should this industry be marked for extinction without at least a chance to be 
heard? Why should the backbreaking efforts of the past 5 years be discarded 
like ashes in the rubbish heap? Confiscation without representation is not in 
keeping with our American democracy. Accordingly, more than 50 repre 
sentatives from all over the country have promised to attend an emergency meet 
ing to be held at the Governor Clinton Hotel in New York on November 17 to elect 
a committee to make a full statistical presentation to you, and we respectfully 
request that you hear our case before formally issuing any aluminum restriction 
order. Regards and thanks.” ; 

As a result Mr. Nichols, in his bulletin of October 27, 1950, was able to report: 
“T have just been advised by a reliable source that a forthcoming 20 to 30 per- 
cent cut-back for civilian use of aluminum and the spreading of DO priority de- 
fense orders evenly among aluminum producers will, temporarily at least, 
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forestall the plan to ban the use of aluminum in a selected list of manufactured 
products which included all products used in the erection or improvement of 
buildings. 

“Protests from you and us, together with other organized groups, forcibly 
prought to the attention of the Government that such an action would destroy 
completely tens of thousands of small-business men. Thus the new approach to 
the problem of defense requirements for aluminum.” 

The management of Building Specialties magazine went into action and 
arranged two separate organizational meetings—one for the metal storm sash 
group and the other for the metal awning manufacturers. 

The storm sash group met on November 2 at Hotel Statler, New York City, 
and a temporary committee was elected by individual ballot and authorized to 
do the following : 

1. “To take immediate action as representatives of the industry to alleviate 
the stringency of the proposed National Production Authority's directive restrict- 
ing the utilization of aluminum in our product, i. e., combination storm windows 
and doors.” 

2. “To take in their judgment the necessary steps to have these products 
declared essential under the indicated restricted economy.” 

3. “To study suggestions from interested individuals and firms in the industry 
toward the establishment of a permanent trade association to be formed as soon 
as possible but during the indicated 6 months’ life of this emergency com- 
mittee.” 

4. “To engage the necessary counsel including public relations counsel inci- 
dent to carrying forward the above objectives.” 

Those elected to the committee were: Charles E. Hunter, Chairman, Hunter 
Manufacturing Corp., Nelson A. Blair, Secretary, Eagle-Picher Sales Co., Fred 
S. Day, F. C. Russell Co., Ben L. Sugar, Alsco, Inc., A. J. Zappone, Keystone 
Alloys. 

The storm sash group convened in Washington on November 9, and on Novem- 
ber 10 they met with National Production Authority representatives engaged 
in an exhaustive discussion of the aluminum situation and made formal protests 
concerning the proposed allocations. 

This committee was told that the order would issue but was assured that a 
procedure for protest and appeal would be established and that this procedure 
would give the necessary opportunity to present factual evidence which might 
ease the impact of the order on smaller businesses. 

Nonetheless on November 13 the original M-7 order issued and it required 
that manufacturers using aluminum in civilian products limit their December 
production to 100 percent of the average monthly amount used by them the base 
period of January 1, 1950 to June 30, 1950. It further stated that during January, 
February and March of 1951 no manufacturer could use more than 65 percent of 
said average monthly amount. 

A meeting of metal awning manufacturers which had been called for Friday, 
November 17, was held at the Governor Clinton Hotel in New York City and 
after a day-long discussion led by Mr. Sylvan Hoffman, publisher of Building 
Specialties, and participated in by more than twenty different manufacturers, 
it was unanimously decided that: 

1. The attending group go on record as favoring the formation of a national 
association of metal awning manufacturers, 

2. An executive committee be appointed empowered to draw up by-laws and 
a complete agenda for such an association to submit to the entire membership 
for approval. The following members were appointed to the executive com- 
mittee: J. E. Orchard, Alumaroll, Rutherford, N. J.; Bernard Van Duzer, Victor, 
Benton Harbor, Mich.; A. V. Padou, Rusco, Cleveland, Ohio; John Lennon, 
Hastings, Hastings, Mich.; Theo. Bottom, Alumacraft, St. Louis, Mo. 

3. The executive committee take the necessary steps to procure facts and sta- 
tistics relating to the industry so as to be able to prepare a presentation to 
the National Production Authority in Washington. 

(a) It was the consensus of the group, however, that no immediate action be 
taken in Washington but that we obtain the factual ammunition so as to be ready 
when the full impact of NPA Order M-7 is really known or when more stringent 
restrictions are contemplated. 

(b) It was felt that we should join now with other groups of aluminum fabri- 
cators in more general presentations and requests for facts and information 
such as why was the Canadian offer for additional aluminum refused and why 
does the military need 35 percent, ete. 
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An immediate survey of aluminum usage as well as investigation into a)y- 
minum production was started by the Awning Association group, and in combina- 
tion with the storm-sash group and with NERSICA preliminary figures were sy) 
mitted to Washington (these figures do not differ materially from final figures 
submitted to the Senate Small Business Committee, infra, p. 594). 

As a result and on November 28, 1950 through the concerted effort of all these 
kindred organizations directive No. 1 to M-7 was issued. It provided specific 
relief for certain hardship cases where the base period did not adequately repre. 
sent true and normal production, 

December 1950 

As a result of these preliminary figures the NPA checked the military require- 
ments for the first quarter of 1951 and found out that they could still do a cer(ain 
amount of stockpiling and there would be sufficient aluminum left over for civilian 
purposes. As a result they issued an amendment to the original M-7 order and 
permitted manufacturers of civilian aluminum products to use 8O percent of their 
basic period monthly average in January and 75 percent in March. 

The entire situation was, to say the least, confusing at this juncture. The 
figures obviously showed the nonnecessity of aluminum restriction orders and in 
an effort to get some clarification, Mr. Nichols of NERSICA arranged a con- 
ference with General Harrison for December 8, 1950. 

On Thursday afternoon, December 7, the following met in Washington: Mr. 
Charles Hunter, president of Hunter Manufacturing Corp., Bristol, Pa., chairman 
of the Metal Combination Storm Sash Institute; Mr. J. E. Orchard, Orchard 
Bros., Inc., Rutherford, N. J., chairman of the Metal Awnings Association: Mr. 
George Mitchell, Metal Trims, Inc., Youngstown, Ohio, chairman of the Aluminum 
Extruders Council; Mr. O. G. Norton, the O. G. Norton Co., Inc., St. Albans, 
N. Y., who is chairman of the Northeastern Roofing, Siding, and Insulating Con- 
tractors Association, Inc. (NERSICA) aluminum committee; and Mr. Nichols, 
Mr. Jerome Kaufman of Alside, Inc., Akron, Ohio, representing the manufac- 
turers of aluminum siding, was snowbound in Chicago and was unable to reach 
Washington. 

During our previous individual discussions with various sections of the NPA 
we invariably found ourselves wound up in the Building Materials Division, and 
since great restrictions had already been issed in an effort to reduce new building 
it was the consensus of this group that we should make our presentation to 
General Harrison not as manufacturers of building materials, but under a new 
clasification “manufacturers of aluminum home improvement, maintenance, and 
repair products.” 

On Friday, December 8, the above committee spent more than 1 hour with 
Mr. Harrison and as a result of this meeting on December 12, 1950, Mr. Nichols 
issued the following bulletin: 


Personal conclusions 

1. Mr. Harrison and his staff are definitely and sincerely interested in the 
preservation of small business by making an all-out effort to see that every bit 
of material is available for civilian use which can be allocated without injuring 
the defense cffort. They repeatedly brought out this fact, together with 
illustration. 

2. A definite statement was made by Mr. Harrison that maintenance, repair, 
and home-improvement manufacturers should have every protection possible 
under existing conditions. It is a fact that each NPA order to date gives prefer 
ence in allocation of material for maintenance and repair use. 

3. I was impressed with the fact that NPA believes (1) maintenance of healthy 
civilian economies is essential: (2) essential civilian requirements must be met 
where this does not affect the defense effort; (3) supplies of all raw materials 
must be increased and available supplies must be distributed equitably according 
to defense and civilian needs; (4) stockpiled materials’ use is for the future, and 
they want to have every possible ounce of aluminu™ available for present civilian 
use. 

4. No designation in the near future of which end-use products shall or shal! 
not be manufactured. 

5. Before any changes are made on aluminum orders, conference wil! be hel’ 
with a committee. First consultation probably necessary prior to Marth 1, 1%1, 
when the 65-35 percent quota resumes, 

6. Each of us left Washington with a more optimistic feeling as to our future 
than when we arrived there. Individual problems can be discussed with NPA 
at any time and due to the conference be considered more carefully and fully. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 591 


7. In regard to any end-use regulations which may be issued, these will in my 
opinion be patterned after the War Production Board M conservation orders 
during World War If. In the development of these orders manufacturers of 
maintenance, repair, and home-improvement materials will be consuited. 

Within 1 week after this conference with General Harrison you may all 
remember thnt the President went on the air and declared a national emergency. 
While it may well be that the true reason for this declaration of a national 
emergency was to get the perennially striking switchmen back to work so as to 
handle the Christmas mail, nonetheless it had a galvanic effect on Washington 
thinking. Officials in the Nation’s Capital who previously had approached the 
problem of conversion from civilian production to defense production with calm 
and reasonably intelligent analyses now became frantic, and if only for the neces- 
sity of doing something, they immediately went to work to tighten up previous 
restrictions on the use of all kinds of metals. 

True to their promises, however, to consult with the various groups prior to 
issuing any new order, the Storm Sash Institute group was called down to Wash- 
ington on December 22, the siding group on December 26, and the Awning Associa- 
tion group on December 27. 

To our surprise we discovered that individual meetings had been scheduled 
rather than an industry-wide home-improvement, maintenance, and repair advi- 
sory meeting. We were told that there had not been any time to form such an 
advisory committee and that we, therefore, were put back once again into a build- 
ing-material group. 

The meetings all followed the same pattern. We were told by the NPA that a 
list of nonessential civilian products had been prepared and that our items were 
on that list. That as advisory committees we had to present intelligent reasons 
why our products should be removed from the death-sentence list and production 
on them be allowed to continue. 

We were not permitted to make a presentation as an industry but rather had 
to make it product by product. 

The end result of all the meetings was similar, but Bulletin No. 4 of the 
National Metal Awning Association, dated December 28, 1950, is as effective a 
summary as any. 

The Building Materials Section of the NPA agreed to make the following recom- 
mendations : 

1. That awnings be removed from the restricted list until such time as an 
official NPA advisory committee be appointed to review the entire industry. 

2. That any order limiting the manufacture of awnings be so worded as not to 
take effect until 6 months after issuance. 

3. That whenever any order be issued restricting the manufacturing of alum- 
inum awnings, then all awning manufacturers be permitted to use and fabricate 
enough new metal to balance out and liquidate their existing inventories. 

These recommendations arose as a result of some agreed upon summaries. 
These summaries are as follows: 

A. That we are a specialty business, difficult to convert because our equipment 
and facilities cannot readily be used for any other type product. 

B. Out of an estimated 150 metal awning manufacturers, 100 have no other 
product other than aluminum awnings, and the production of these 100 account 
for an estimated 90 percent of the industry output. 

©. The retention of awnings on the list of prohibited items would mean the 
extinction of these 100 manufacturers as business entities with substantial 
financial loss as the general result. 

D. If awnings are retained on the list, it was felt that consideration had to be 
given to the unbalanced inventory problem and at least permit the fabrication 
of new metal to use up the existing inventory. It was the feeling of the group 
that unless this was done, bankruptcy would follow in many instances because 
of the loss of value in prefabricated parts. 

E. The aluminum awning industry is one of several new industries in the 
building products group that made it possible for the primary aluminum pro- 
ducers to maintain its operation at a level which makes it ready for any national 
emergency. 

All that is necessary is to substitute the words “home improvement products” 
for “awnings” in the above bulletin extract and for all intent and purposes factual 
reporting of the Christmas week Washington meetings is had. 


January 1951 


The end of the first week of January we were told by the Building Materials 
Division of the NPA that none of their recommendaitons had been accepted by 
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the Aluminum Division and that the “death sentence” order was going to issue 
on Saturday the 13th of January. 

As a result it was essential that a different course of action be immediate}, 
pursued. On January 12, 1951, the Metal Awning Association was able to secure 
an invitation for the entire home improvement, maintenance and repair aluminum 
product industry to make a presentation and to testify at an open hearing of 
the Select United States Senate Committee on Small Business (of which Senator 
John Sparkman of Alabama is chairman). The NPA also was specifically 
requested to withhold issuing the aluminum “death sentence” order until after 
this hearing. 

Extracts from the statements and the testimony of the home improvement 
group follow in some detail: 

The NERSICA statement was presented by Mr. O. G. Norton, president of the 
0. G. Norton Co., Ine., St. Albans, N. Y., who is also chairman of the aluminum 
committee for NERSICA. Parts of his statement are as follows: “Included 
among the NERSICA contractors are an estimated 25,000 small business organ- 
izations who are interested wholly or in part in the installation and application 
of maintenance, repair, and home improvement aluminum products. Subse- 
quent to the control of aluminum by NPA, a committee representing the mainte- 
nance, repair, and home improvement aluminum products industry met with 
Administrator William H. Harrison, from whom we received definite assurance 
that every consideration should be given to the matter of permitting the manu- 
facture of maintenance, repair, and home improvement building materials prod- 
ucts. Following the meeting with Mr. Harrison, representatives of the various 
segments of the industry such as the manufacturers of aluminum awnings, alum- 
inum doors and windows, aluminum roofing, and aluminum siding, met with the 
Building Materials Division of NPA for discussions of their problems under the 
aluminum regulations issued to that date. 

In trying to determine with them the number of business organizations that 
might be wholly affected because of their 100 percent activity on the installation 
or application of aluminum building materials products, an agreement for their 
record was reached, that at least 15,000 of the 25,000 business organizations 
mentioned above were exclusively in the installation or application of aluminum 
building materials products. 

It was further agreed for their record that there would be an average of 10 
employees for the 15,000 companies. Quick calculation will indicate to you 
ventlemen that any regulation of the use of aluminum in the manufacture of 
building materials products would affect the lives of 150,000 persons directly 
connected with contractors. It is fair to assume that the income of these 150,000 
employees will average a minimum of $3,600 a year, which in terms of dollar 
income means a dislocation of $540 million. But that is not all; certainly a 
conservative estimate of the investment by the 15,000 owners of the business or- 
ganizations would average $15,000, or $125 million investment as a group. This 
latter amount would be almost entirely lost should these 15,000 contractors be 
forced to close up shop. I believe it is fair to say, drawing from my experience, 
that a majority of these 15,000 contractors have not been in business long enouch 
to get a fair return on their original investment, so they also face the horrible 
specter of incurred debts which they may or may not be able to pay should their 
businesses be wiped out, as they will be under present NPA regulations. In 
these calculations I have not taken into consideration the loss incurred by the 
other 10,000 contractors who are not wholly in the business of installing and 
applying aluminum building materials products. These companies will also 
need to reorganize their operations, affecting more employees in doing so. 

You have, or will listen to the representatives of the manufacturers of the 
several aluminum building materials products, and I wish to state for the record 
that I do not believe they have anywhere near painted their picture as darkly as 
it should be. They represent huge investments in a new industry which is just 
coming into its own. I sincerely believe they too have not had the opportunity 
to sufficiently work out their original investment problems. These manufac- 
turers are, according to the terms established by the Department of Commerce 
of the United States, in the category of small-business men. 

As small-business men they are pikers in comparison with the contractors who 
buy and sell their products. An aluminum building materials products contrac- 
tor who grosses $50,000 a year is an average contractor, and when you reach a 
gross of $100,000 a year you are considered big business. There are many 
contractors such as my own company, who do $500,000 or more annual business, 
but they are the exceptions rather than the rule. I was amused the other day 
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to read about a conversation Mr. Walter Reuther of the Automobile Workers’ 
Union had with Secretary of Commerce Sawyer in which he said: 35,000 persons 
will be affected by the restriction on aluminum products. This is only slightly 
more than 20 percent of the number of small-business men contractors affected 
by the elimination of the manufacture of aluminum building materials products, 
and remember there will be jobs on defense work in the same factories for these 
35,000 Mr. Reuther mentions, in comparison with the complete dislocation of the 
lives of 150,000 employees as indicated heretofore. 

This committee, in its efforts to help the small-business men of the country, 
will I am sure in al! its investigations not find another group of small-business 
men who will be so completely and finally affected by any Government regula- 
tion. The elimination of the manufacture of aluminum building materials prod- 
ucts and the subsequent inability of small contractor businessmen to install 
or apply them, is in fact elimination of an entire segment of the small-business 
men of these United States. 

It is in behalf of these truly small-business men that I appeal to your worth- 
while committee for serious consideration to any relief which it is in the power 
of your committee to grant small-business men. As you hear testimony on the 
problems of “truly small-business men,” you will realize how much truth there 
is in the statements which I have presented to you. 

In closing this appeal to you for help and guidance, and in conjunction with my 
previous statements in regard to the 150,000 persons affected by the elimination 
of the manufacture of aluminum building materials products, I wish to point 
out that most of these products are sold from door to door by salesmen who work 
from 15 to 18 hours a day—developing their leads in daytime and then talking 
to the home-owners at night when the family is together. This type of effort, 
although fairly remunerative, is not attractive to young persons who desire to 
use their evenings for social and sports diversions. As a result of the type of 
selling, a great majority of salesmen are older men and women, or those with 
physical defects. The same is true from the standpoint of mechanics who install 
and apply the aluminum building materials products. Because of the fact that 
the work is hazardous and seasonal and therefore does not attract young men 
to the profession, again a majority of the mechanics employed by these 15,000 
contractors are older men. It occurs to me that the injustice to these 150,000 
persons affected is many fold greater because of the type of people who are 
engaged in selling and installing or applying.” i 

The case for the Awning Association group was presented by John E. Orchard 
and the following material is extracted from his statement: 

Summary.—First, the facts show that there is no need for any further 
aluminum restriction order * * * and, as a matter of fact, even those NPA 
orders new in existence could be relaxed for the second quarter of 1951. 

“Second, the facts show that any small post World War II business is going 
to have a difficult if not impossible time to participate in the current military 
expansion program either as a prime or as a subcontractor. 

“Third, the facts show that any further arbitrary action by the NPA will 
result in bankruptcy for many, many tiny businesses in the home improvement, 
maintenance, and repair industry. 

“Before I substantiate these conclusions perhaps you'd like to know more about 
us. We are an association of ‘tiny’ companies. May I reemphasize the word 
‘tiny.’ It’s generally ecceptable that any business with less than 500 employees 
is a ‘small business.’ There are 150 of us and our average number of em- 
ployees is 24. 

“We, in this association, manufacture the component parts from which an 
aluminum awning is subsequently assembled. If you will, we are secondary 
processors and fabricators of aluminum. While there are but 150 of us in this 
classification there are an additional 3,900 firms dependent upon us at the distri- 
bution or dealer level. Altogether approximately 30,000 people are in one way 
or another dependent upon our activities. 

“Yes, we are tiny. So tiny as a matter of fact that we need only 500 tons 
of aluminum each month in order to survive—500 tons, that’s less than one-half 
of 1 percent of the total current production.” 


FACT NO. 1——-THE AVAILABILITY OF ALUMINUM 


The National Production Authority on November 14, 1950, issued its order No. 
M-7 which provides that regardless of how much aluminum any firm has in its 
warehouse it cannot “use in manufacture or construction” a quantity by weight 
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in excess of 65 percent of its average quarterly use of aluminum during the base 
period between January 1, 1950, and June 30, 1950. 

So the first fact to determine is how much aluminum was “used” in this 
base period? 

The Department of Commerce has conveniently published these figures in its 
Facts for Industry monthly bulletin. The issues for March 1950 through Aucust 
1950 give the monthly average during the base period as follows: 


1 Average 

| monthly 
pounds of 

| aluminum 


Facts for Industry series Classification 


M24-I 10 through 60 inauad ; ..| Plate, sheet and strip 
Do wee ergs Roll shapes, rod and bar | 
Do... ; Extruded shapes 
ci : . we i Powder and flake econ 

M24-E 10 through 60....._._.- ‘ . : re ..--| Castings. .._- : | 33, 425. Oo 


Total : peu t= . .| M | 159, 341, 000 





In the first week of December 1950, the NPA “relaxed” the 65 percent to 
permit manufacturers to use in January a quantity by weight of aluminum 
equal to 80 percent of that used in the base period, and for February 75 percent 
This means that during the first quarter of 1951 the following amounts of 
aluminum could be used for civilian products : 


' ; 
, ; January, 80 | February, 75) March, 65 
Classification percent percent percent 


Pounds Pounds Pounds 

Plate, sheet and strip weehient - ; 69, 426, 000 65, 086, 000 56, 408, 00K 
Roll shapes, rod and bar_..._... edindlinhoaties vis 15, 332,000 | 14, 373, 000 12, 457, 000 
Extruded shapes. _. a . ; .| 14,873, 000 13, 944, 000 | 12, O85, 000 
Powder and flake. a seciel ; 1, 101, 000 1, 033, 000 895, 000 
Castings 22, 740, 000 25, 069, 000 | 21, 726, 000 





Total : ‘ ----| 127,471,000 | 119,505,000 | 103, 571, 000 


In other words, during the first quarter of 1951, the civilian use of aluminum 
will total 350,547,000 pounds. 

But the big question is how much aluminum is available? You can’t use produc- 
tion during the base period because that was one full year ago, we had bad 
weather and three time-taking strikes. Far better to take more current figures of 
October and November aluminum production as follows: 


October (22 November 
Classification production (only 19 pro- 
days) duction days 
| 


Pounds Pounds 
Plate, sheet and strip keke eae 106, 803, 000 99, 687 
Roll shapes, rod and bar__. RK we OR : hee Ss it 27, 568, 000 24, 377 
Extruded shapes / ; ARS! PS 26, 077, 000 23, 87S 
Powder and flake___. Sabkgoto cide eatieshe gitees : 1, 269, 000 2, 430, 
Castings... —_ BEES RE 47, 278, 000 2 44, 100 


Total. iaietatly 208, 995, 000 


| 





194, 472, 


| 
} 


; 4 November had had 22 production days the equivalent poundage would be 226,000,000 pounds. 
estimate. 


We can, therefore, obviously assume a current production of around 210,000,000 
pounds per month. 
Now the question becomes: Where is all this production going? 
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During the first quarter of 1951, the military has placed defense orders on the 


three primary aluminum producers as follows: 
Percent of ite 
Production 


Average 


Now, 28 percent of the current aluminum productions is 28 percent of 210,000,000 
pounds or 58,800,000 pounds or requires during the first quarter of 1951, a total of 
three times 58,800,000 pounds or 176,400,000 pounds. 

In addition the National Security Resources Board has planned a stockpile pro- 
gram which calls for 25,000 tons in the first quarter and a like amount in the 
second quarter of 1951. This is 50,000,000 pounds per quarter. 

So we can recap the use of aluminum during the first quarter of 1951. 


Pounds 
Amount available—3 < 210,000,000 pounds or 630, 000, OOO 
Subtract : 
Civilian use 350, 547, 000 
CS, a eee eee 176, 400, 000 
Stockpiling 50, 000, 000 


576, 947, 000 
Plus balance 53, 053, 000 


In other words, the entire requirement for stockpiling during the first 6 months 
of 1951 can be met during the first quarter alone. 

So, where does that leave us for the second quarter? Let’s assume that the 
65 percent limitation on use as imposed by M-7 remains as a restriction. Since 
we do not have any more worry about further stockpiling, we can easily figure 
what's left over for the military; viz: 

Pounds 
Available production (3x 210,000,000 pounds ) 630, 000, 000 
Civilian use at 65 percent—3 x 108,571,000 : 310, 713, 000 


Left over 319, 287, 000 


In other words, under current restrictions, the military still has more than 
0) percent of the aluminum production available for its use. 

Could they use it? Possibly yes, but certainly not in the second quarter. 
Reason: During the first quarter, the military is using 176,400,000 pounds, and if 
they used all the available second quarter production they would have to absorb 
an additional 142,887,000 pounds. 

This amounts to an 80 percent step-up (142,887,000—80 percent of 176,400,000) 
in the military program in three short months. 

For administrative, tooling and manpower reasons, this is impossible. 


Conclusion 

There is no need for any further restrictions on aluminum. As a matter of 
fact, the real needs of the military should be analyzed to see just how fast they 
can use the available production and any restraining orders issued accordingly. 
Why should any order be issued just for effect if it has no statistical efficacy ? 

Yet the NPA has announced that it will issue an order restraining the manu- 
facture of certain nonessential aluminum products. 

Why? They have all the aluminum they need for the second quarter. 


After the second quarter, the supply picture gets better: 
Pounds 


1. Kaiser has already completed an expansion program in its big 

Mead production plant in Spokane which will result in an addi- 

tional annual poundage of 40, 000, 000 
2. Kaiser will have ready in September 1951 in its new Gulf coast 
_ . region additional annual capacity of 200, 000, 000 
3. Aleoa has activated its old plants in Messina, N. Y., and in Badin, 

N. C., which will begin producing in late June of 1951 an addi- 

tional annual poundage of 
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4. Reynolds will expand its Jones Mill, Arkansas, facilities to pro- 

duce more 1951 poundage of 77, 000, 000 
5. Reynolds has promised the General Services Administration an 

additional poundage for 1952 of 123, 000, 000 


600, 000, 000 


This is 50,000,000 more pounds per month or almost 25 percent additiona! ca 
pacity one-half of which will be “flowing” in the last 6 months of 195) 


FACT NO. 2-——-AVAILABILITY OF DEFENSE ORDERS 


Mr. Wilson in testifying before this committee on January 18, 1951, said tha: 
it was necessary for small businesses to be aggressive in a campaign to par 
ticipate in the military program, indicating that if they helped themselves the; 
could stay in business. 

This is sound theory but in actual practice it doesn’t work. The home-im 
provement group has demonstrated its aggressiveness by creating a new industry 
in 5 years. The plain fact is that the tiny companies of this home-improvement 
industry are all new. They have no record of performance for the Government 
and naturally, the buyers are going to negotiate just with concerns in which 
they have confidence. 

Why not subcontracts? The answer to this is that there just aren't any sub 
contracts to be had. The large businesses have not yet absorbed their own ca 
pacity. And aggressiveness doesn’t help here. We prepared and filed a presen 
tation with more than 74 companies in the New York area. In the past 5 months 
we have received four opportunities for bid. We have spent 167 man-days in 
this subcontract effort alone. We got one little small experimental job for $246.20 

(a) It’s a little frustrating. I quote verbatim (although eliminating names 
from a progress report made last week by the man I placed in charge of this sub 
contracting. 

“Blank Co.: Spoke to Mr who really told me off. 1 didn't get much 
of a chance to give him a decent pitch. Briefly, this is the situation as far as 
he is concerned. Blank company is far from capacity at the present time and 
won't be for the next 60 to 90 days and when they are, will make contact wit! 
outfits that they had done business with in the last war and outfits that are best 
fitted to handle their type of work. He assures me that he’s had his fill of outfits 
such as_.___.___..___and other metal awning and window companies and feels 
that if he wants his shoes repaired, he would not go to a barber shop to get 
done.” 

I recited these facts to prove to you that our tiny postwar companies are some 
what at a loss to know their next move. Threatened daily with being cut off 
from a supply of aluminum—yet knowing the aluminum is there—and not able t: 
get defense orders to stay alive, many of us are faced with dire financial conse 
quences. 

FACT NO. 3—-WHAT ARE THESE FINANCIAL FACTS? 


1. Five years ago the metal-awning industry started with a product that people 
never thought of in terms of home improvement and that people felt was a rea 
luxury. At the end of that 5-year period we were selling just as many metal! awn 
ings as canvas awnings were being sold, but what is more important, we had 
helped lift the canvas awning industry up by their bootstraps and their sales 
had increased almost 50 percent. Reason: We made the home-owning pu)li: 
conscious of the benefits of awnings and through our sales promotion efforts had 
created a desire for awnings that never existed before. 

2. In order to do this, however, practically every one of our companies had 
staked all of their investment not mainly in material and equipment, but in 
sales promotion. Only a handful of us have even come close to getting our “nut 
back. 

3. Under the terms of the original aluminum restricting order (M-7) we as an 
industry were and would be able to put into process some 3,150 tons during No- 
vember, December, and the first quarter of 1951 However, awnings are season:! 
in their nature of selling and during this 5-month period we would not have so! 
over 25 percent of this amount. This leaves 2.373 tons of processed aluminum on 
hand at the end of March. We estimate that this would cost these companies 
$3,780,000—which divided among the 100 companies solely dependent upon aw! 
ings as their livelihood represented an inventiory investment of $87,800. Pleas: 
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note that since the average capital investment of these companies is $40,000 this 
meant an additional investment created by the sanction of the NPA almost equal 
to the total capital. Naturally it would be impossible to do this without heavy 
borrowings and all of us have already made arrangements with the banks for 
this purpose. , 

4. It is impossible for any one of us (basically we have not been in business 
long enough to have the knowledge) to balance out this inventory so that it could 
be sold 100 percent in the second quarter in the form of finished goods. Conse- 
quently most of its is in semiprocessed or lineal form, needing only to be cut up 
and assembled and supplemented where needed by proper colors, sizes, and shapes 
of frames during the selling season—or in other words, the second quarter in 
order to be liquidated. 

5. Accordingly, if we are unable to obtain aluminum during the second quarter 
of 1951, and unable to assemble and sell our already processed inventory we will 
collectively owe the banks almost $4,000,000 and there just is no way to get that 
much money out of these tiny companies without inventory liquidation. Hence 
many of us will have to go to the wall. 

Thank you, gentlemen, and in conclusion may I say that plans and programs 
and theories are wonderful in principle but unless they are based on facts they 
will not work in practice. Small—or I repeat—tiny businesses cannot be run by a 
feeling in the seat of the pants, they must be run with facts—not theories. We 
have given you the facts today that prove— 

1. There is enough aluminum. 
2. There are no defense orders for us, and 
3. That unless this home-improvement industry can get some of the avail- 
able aluminum, many if not most of the companies are going to have 
to go into bankruptcy. 
All we ask is that the administrative agencies and the military who are con- 
ducting our current defense effort do it sensibly and intelligently * * * based 
on facts. We want to help; we want to cooperate with them and get the facts; 
but we want them to use them after we get them.” 

The Storm Sash Institute statement was presented by Mr. Charles E. Hunter. 
This institute had recently completed a survey of their membership which 
disclosed the actual amount of aluminum used in the manufacture of aluminum 
combination storm sash (the awning association had made a similar survey 
in December). Mr. Hunter in summarizing the figures which this survey 
showed, arguing that this action showed the possibility of obtaining accurate 
figures, urged that an entire reappraisal be made by the NPA. 

Mr. Hunter also stressed quite heavily in his verbal testimony the fact that 
most of the members of this new aluminum home improvement, maintenance, 
and repair industry were new companies; they had been formed to manufacture 
a single product and as such they were possessed of single purpose equipment 
in their plants. Even assuming that they had the necessary moneys to expand 
their facilities for conversion he pointed out that there was a time element 
involved here and that the NPA should take cognizance of this time element 
for single purpose plants. 

Pertinent extracts from the Storm Sash Institute’s written statment follow: 
* * * “The present type of metal combination window originated about 12 
years ago. Since that time the industry has grown with amazing rapidity and 
is still expanding. Basically, it is an industry of small manufacturing plants 
which feed completed metal storm sash and doors or knocked-down parts to 
distributors and dealers.” * * * “It should be pointed out here that small 
industries like ours are mainly responsible for the existence of the gigantic 
United States primary aluminum industry. By our efforts and extensive ad- 
vertising we have educated the American consumer to the advantages of 
aluminum products, The tremendous demand that we have created has made 
it possible for the Big Three primary producers to expand and maintain the 
present level of output.” * * * “A further cut-back of aluminum will not 
merely disrupt the industry but will actually destroy it. There is no substitute 
material that can be used nor is it equipped to make any other product. The 
result of a continued severe cut-back will be that factories will have to be shut 
down and numerous skilled employees will lose their jobs. Nor can there be 
any such thing as a temporary shut-down of these plants. Not only will their 
skilled workers be dispersed but they will also lose their dealers and distributors 
on whom they are peculiarly dependent for the sale of their products. More- 
over, the expansion of this industry has to a large extent been financed by 
borrowed capital. Failure to continue production because of a lack of aluminum 
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will in most cases mean bankruptcy for these small manufacturers who wil] 
be unable to repay their loans. I will not dwell on the considerable loss of 
taxable revenue to the Government which will result from the death of this 
industry since this is obvious. The foregoing presents a fair summary of a 
new, vital, and growing unit of our economy. We believe that a realistic ap- 
proach justices an allocation of metal of not less than 65 percent of the 1950 
consumption of our industry.” 

Interesting byplay at this committee hearing took place when a Mr. Elton 
Darby, testifying on behalf of the Union Aluminum Co. of Sheffield, Ala., that 
the prospective Federal order would work a great hardship. Senator John J. 
Sparkman, Democrat of Alabama, the committee chairman, told Mr. Darby it 
was generally estimated that it might be about 6 months before defense orders 
were available to some of the little concerns. 

“What would your company be capable of doing during those 6 months?” Sena- 
tor Sparkman asked. 

“We would be capable of going bankrupt,’ Mr. Darby replied, touching off a 
round of laughter. 


February 1951 

In spite of the Senate subcommittee hearing, and as expected by everybody, 
the NPA “dropped the other shoe” and issued the now famous “death sentence” 
order on Saturday, February 3, 1951. This order banned the use of aluminum 
in the manufacture of home improvement products after April 1. 

In issuing this order NPA either forgot or ignored previous statements that 
had been made by them toe the effect that a 60-day grace period would be allowed 
in which new metals could be used to balance out inventories accumulated during 
the slow winter selling season. The order as it presently reads is not exactly 
clear on this point but there is a definite implication that no new aluminum can 
be used in the manufacture of home improvement products after April 1. 

On Monday, February 5, 1951, the Senate Small Business Committee issued a 
preliminary Report on Material Shortages. Extracts from this report showing 
the acceptance of the points raised by this new home improvement industry group 
by this committee follow: 

“The Senate Select Committee on Small Business considered this situation 
serious enough to warrant holding hearings. This was done from January 18 
through January 26. To the hearings there were invited the Nation’s top in- 
dustrial mobilization planners, those in charge of the day-to-day operation in- 
volved in increasing our production of arms, the primary producers of materials, 
the fabricators of materials, and, finally, the small-business users of these scarce 
materials. 

The chief purpose of these hearings was to call official and public attention 
to the deep damage which the lack of essential materials has inflicted upon a 
sizable percentage of our small producing units. Confirmation of this purpose 
was never in question. The weight of evidence by witnesses demonstrated be- 
yond rebuttal that small business was once again being left at the post in a war 
production race upon the outcome of which rests nothing less than our national 
existence. Thus, for the second time in 10 years, small enterprise has become a 
home front casualty at the very time when the instinct for survival demands the 
full and shrewed employment of our entire productive system. 

The material shortage squeeze was further tightened when a slumbering Muni- 
tions Board stirred tardily to increase stockpile holdings which should have been 
augmented at a gradual rate since 1947. The imposition upon this situation of 
hastily calculated and constantly revised military requirements for material 
ndded the final touch needed to complete the disadvantages of small-business 
men in the materials market. ’ 

In addition to this major material problem, several other compelling factors 
influenced the Senate Select Committee on Small Business to hold hearings. In 
the first instance, there was the general sense of bewilderment among business- 
men and Government officials alike over the patchwork quilt pattern which the 
mobilization program had assumed throughout the summer and fall. On the 
production front, small- and medium-sized concerns were being rocked by a series 
of National Production Authority M-orders, and the relatively few who were 
fortunate enough to get a Government contract found that, often as not, their 
10 priority rating for materials amounted to little more than a hunting license. 
At the same time, more than a few large suppliers of basic materials were finding 
in the defense-pricrity mechanism a blanket alibi to shuffle the orders of their 
smaller accounts to the bottom of the pile. 
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To acknowledge the inevitability of a certain amount of confusion and dis- 
jocation in any war mobilization program should not lessen efforts to hold dis- 
arrangements to a minimum. Almost to a man, the hundreds of businessmen 
who have visited or written to the Small Business Committee in recent months 
have complained about their inability to grasp the broader aspects of the produc- 
tion program. 

It is evident to your committee that NPA has been unsuccessful in its effort 
to get its program across to the business community. Over and over, witnesses 
told the committee : “NPA sentences our business to death, but won’t tell us why.” 
Your committee is convinced that much of the bitterness that exists among manu- 
facturers across the country would be lessened if NPA made a greater effort to 
inform them of the reasons for the various restrictions and prohibitions, The 
mechanical issuance of regulations and press releases has been adequate for 
basie informational purposes, but that represents the mere minimum of pro- 
motional effort. It is in the equally important phase of creating a national atti- 
tude of understanding, and thus of program acceptance, that your committee 
feels NPA has shown a lack of both energy and imagination. This, perhaps, is 
a normal tendency of a predominantly data-assembling agency when suddenly 
confronted with a fast-moving, operating program of national scope. 

Both in general fields and in specific commodities, your committee feels that 
an early and realistic reappraisal of military and stockpile requirements must 
be undertaken at once. It seems evident that many of the plans now in opera- 
tion were formulated back in the “10 percent mobilization” months before the 
Chinese Communists crossed the Yalu River. For that reason, perhaps even 
more stringent regulations will have to be issued. On the other hand, some of 
the requirements appear to be already unnecessarily restrictive and onerous and, 
perhaps, can be lightened for several months until the stream of contracts 
reaches floodtide. Government officials testifying before your committee told of 
the necessary time lag resulting from a proper phasing of defense awards. If 
such is the case, and there seems no reason for doubt, it appears that there should 
be a comparable lag in the imposition of harsh controls. 

An example might be the aluminum fabrication industry. By the so-called 
death-sentence order of NPA, some 14,000 aluminum fabricators are going to be 
forced to go out of their present business. Figures were presented to the commit- 
tee indicating that there would be sufficient aluminum left over after the stockpil- 
ing and military programs to permit limited civilian production. Certainly it 
would be folly to shut up these plants now and then discover at the end of the 
summer that there is an excess of aluminum. Once closed, these plants will be 
brought back to life with great difficulty, and every safeguard should be taken to 
make certain that it is necessary to sacrifice them. 

In his testimony before your committee, Charles E. Wilson admitted quite 
frankly that much of the action which has been taken to date has been based on 
“guesses” and that definite requirement figures were not available until the mid- 
die of January 1951. Therefore, we can only conclude that all of the steps taken 
to date must be reexamined in the light of new conditions and new requirements. 
In addition, it is urged that, throughout this reappraisal, the needs of small 
business be realistically considered and weighed. 

This report in conjunction with strong comments and beefs (most of them 
constructive) from your association and others caused the NPA physically to 
withdraw from further circulation the death-sentence order. The Senate Small 
Business Committee was told on Tuesday, February 6, that there would be sub- 
stantial revisions, but the order was put back in circulation and none of the 
revisions affect the original implication of the “death sentence” to our business. 
However, we were assured—as was the Senate Small Business Committee—on 
Thursday, February 8, that the NPA was willing to sit down and rediscuss the 
aluminum situation. 

All we accomplished during the 10-week period covered by this report was to 
gain the wholehearted support of the Senate Small Business Committee as far 
as the small aluminum fabricator is concerned. 

Now NERSICA, the Metal Awning Association and the Storm Sash Institute 
have retained the firm of S. C. Swanson, Inc., of New York City to handle a 4-week 
publicity campaign that has as its purpose a tremendous build-up of public senti- 
ment in hack of the Senate Small Business Committee and particularly its ree- 
ommendation that aluminum be made available during the transitition period 
(i, e. at least the second quarter). We are going to get the true facts of alumi- 
num production and use before the public, and we are going to get such effective 
publicity in support of the Senate Small Business Committee that the NPA just 
cannot afford to ignore it. 


86267—51—pt. 1——-39 
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Effective publicity takes the form of an analysis similar to that of T. L. Stokes 
as published in his Scripps-Howard column of February 7, 1951: 

WASHINGTON, February 7.—Here’s a vignette of life today in your Nationa! 
Capital : 

“These businessmen, who are multipliable by thousands have trudged the cor- 
ridors of the Pentagon, waited as long as 2 days for a 9-minute interview in the 
Commodity Divisions of the National Production Authority, placed their names 
on invitation-to-bid lists, begging for opportunities to be considered on negotiated 
contracts, prowled hotel lobbies hoping to meet a responsible 5-percenter wii! 
a contract in his pocket, and have finally appealed to their Senators and Con- 
gressmen for some ray of hope to relieve their frustration.” 

Who are these distracted gentlemen? The small-business men. Their story, a 
repetition of what happened in the early stages of the Second World War, is 
told in a report by the Senate Select Committee on Small Business, which acids 
ominously : 

“For many of them, the committee realizes, the rays of hope will become 
dimmer.” 

In four pungent sentences opening its report staccato-like, the committee dra- 
matically capsules the small business man’s dilemma: 

“Thousands of small manufacturing establishments today are facing extinc- 
tion. The reason is clear. Materials are the oxygen of production. But the 
flow of many essential materials to small plants are all but choked off.” 

And, toward the end, the report warns that every level of government must 
recognize imperatively “that preservation of small business bears vitally on the 
continuance of our economic democracy.” 

That is reinforced by our experience in the second World War. Small business 
was in the squeeze then. Many small businesses disappeared. The big com- 
panies dominated the contract-letting machinery here, and big companies got tlie 
bulk of contracts, though a system eventually was worked out for subcontract- 
ing that took care of many a small business. During and after the war the big 
companies gobbled up many small companies which couldn't get business, and 
the trend toward concentration of industrial control was speeded up. 

The same thing is happening again. 

The NPA has failed to “explain Washington to Main Street,” as the Senate 
committee puts it, failed to inform business men adequately of what the Gov- 
ernment is trying to do so they can fit themselves into the picture. Once again the 
committee finds developing here in defense agencies “a cynical disesteem for the 
entire concept of small business’ place in the war effort.” Also the committee 
asserts large suppliers of basic materials “are finding in the defense-privrity 
mechanism a blanket alibi to shuffle orders of their smaller accounts to the bot 
tom of the pile.” 

This all looks like “where we came in,” and the Senate committee is to lx 
commended for demanding that something be done about it. 


March 1951 

This report is being distributed for the first time at NERSICA’s annual con 
vention. On Monday, March 5, 1951, Senator John J. Sparkman is to be the key- 
note speaker at the convention meeting. Senator Sparkman is known as the 
champion of small business. But there has crept into our industrial nomen- 
clature a definition of small business which holds that any concern with less 
than 500 employees is a small business. 

Most of the manufacturing companies in the new aluminum home improvelent 
product field (better than 95 percent of them) have less than 75 employees. 

They are “tiny” businesses. 

These tiny businesses have different problems than a small business of 4‘) 
employees. 

Since the Senate Small Business Committee is already on record, and has been 
so helpful for the protection of small business, it stands to reason that this com- 
mittee, through its chairman, Senator Sparkman, would be all the more inter- 
ested in the plight of the tiny business. 

The home improvement industry group (i. e. NERSICA, the Storm Sash Insti- 
tute and the Metal Awning Association) have been instrumental in bringing to 
the attention of Washington the fact that there do exist tiny businesses, the fact 
that these tiny businesses cannot be regulated in the same way as the sinall busi- 
nesses, and the fact that the tiny business is basically the backbone of American 
enterprise. No business started unless it started as a tiny business, but unless 
today’s tiny businesses are permitted to survive there will be no small businesses 
and no growth into large businesses after the present emergency is over. 
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The home improvement industry group is seeking to get this message across 
through Senator Sparkman to Washington officials. 

Mr. Brownson. I should like to submit for the record a statement 
by William K. Green, secretary-treasurer of Maxwell Doke, Inc., 
Indianapolis, Ind. 

Mr. Evins. Without objection the statement shall be included. 

(The statement referred to is as follows :) 


Aprit 4, 1951 
House SMALL Bustness CoMMITTEE, Indianapolis, Ind. 

GENTLEMEN: My name is William K. Green, secretary-treasurer of Maxwell 
Doke, Inc., Indianapolis, Ind. 

Our business is publishing and advertising. My remarks relate to the pub- 
lishing business. 

We publish Quote, the Weekly Digest, an 8-page weekly used by ministers, 
educators, newspaper columnists, radio announcers, entertainers, public officials, 
and others who have occasion to talk before institutional and public groups. 
We also publish books of humorous and illustrative material. 

We furnish employment for 12 or more persons. Our publishing business 
does no printing and furnishes good business for a number of what must also 
be classed as small businesses. 


OUR PROBLEMS 


In the small time allotted I cannot get into much detail about our problems 
but will try to cover a few of the high spots. 

Our great concern at this time is House Resolution 2982, a proposal to increase 
postage rates on all classes of mail except first-class. Ninety-seven percent of 
our publishing business is obtained by use of third-class mail. During the year 
1950 we mailed 885,646 pieces of third-class mail, paying the Post Office Depart- 
ment 1 cent per piece or $8,856.46. These mailings resulted in our further 
payment to the Post Office of $3,442 for postage to fulfill orders and for cor- 
respondence relative to this business. Postage alone required more than 14 
percent of the gross income realized from all sources of the publishing business, 
including royalties, mailing services and sales of books and magazines. 

If Mr. Donaldson's proposed rates are granted by Congress, our postage bill, 
based on 1950 operations which were probably as near normal as can be ex- 
pected, would be almost doubled and would make the corporation slow a sizable 
loss instead of the small profit and would leave us only one alternative—dis- 
solution of the corporation and discharge of the employees of this business. 

Is the post office department a service agency or is it a profit making business? 
On the answer to that question hinges the answer to this controversy. 

Mr. Nelson B, Wentzel, one of the chief experts of the post office department 
in this rate controversy, stated in 1947 while serving under Steve Hannegan 
that it was a service, and I quote his statement: “With all due respect to the 
differences of opinion of what the Post Office Department should do, we cannot 
get away from it, it is a service institution; it is not a business institution. We 
do not have control over our rates or our expenditures, we have a lot of free 
services and services at special rates, so it is impossible to conduct it as a 
business institution, but we are serving every individual in the country, from 
one end to the other, from the Whife House to the farthest point in the country. 
I do not believe that there is any money spent by the Government that does as 
much good as this deficit that is now arousing so much controversy.” 

Now that Mr. Donaldson is Postmaster General, Mr. Wentzel has had to 
change his ideas to conform with those of his boss. 

Mr. James J. Doran, former Budget Director and Chief Inspector of the Post 
Office Department stated that 94 percent of the 41,000 post offices of the Nation 
always have and always will require a subsidy. This is justified by the essen- 
tial service they perform. 

The Post Office Department serves all the people of the United States and 
is 75 percent or more self-supporting whereas other executive branches of the 
United States Government, so far as I can ascertain from what little informa- 
tion I can find, depend almost entirely on tax money for their existence. At 
least, when looking at the message Mr. Truman sent to the Congress on the 
Post Office Department and the estimated 1952 budget. I could not reconcile 
the figures in these two documents. In his message to Congress, listed as 
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House Document No. 65, Mr. Truman stated that the expected income of the 
Post Office Department for 1952 would be $1,840,000,000. In the budget which 
Senator Harry Byrd had inserted into the Congressional Record, the 5th of 
February 1951, the only income listed other than taxes was $600,000,000 from 
customs and $1,300,000,000 from miscellaneous sources. What happened to 
this Post Office Department income in the budget? Does the Federal Govern- 
ment use two systems of accounting? 

We cannot stay in business if the postage rates are increased and many of 
the 230,000 third-class permit holders of this country cannot continue their 
businesses either. 

For more than a year we have had complaints about the postal service from 
our magazine subscribers. Many who would renew their subscriptions have 
failed to do so because they either do not receive their copies at all or, if 
received, they arrive so late the material is not as usable as it would have 
been had it received what could be considered reasonable second-class service, 
Many write us stating that since the magazine is so late in arriving they are 
not renewing. 

One case comes to mind: A subscriber named Kaminsky, Saranac Lake, N. Y., 
wrote us that his copies of Quote were not reaching him. We took the 
matter up with the local postal officials and by the time they made their investi- 
gation, contacting Mr. Kaminsky, some of these issues had been delivered and 
they assumed the service had been corrected. Almost immediately we were 
again notified by Mr. Kaminsky that deliveries had stopped again. Once more 
we asked for investigation and again he received some copies. We had hardly 
been notified that this was the case when service on his subscription stopped 
again. That has been since the beginning of 1951. 

Another case; Mr. Charles J. Stevenson, radio station WGY, Schenectady, 
N. Y., has had similar trouble and wrote me: “I would be glad to resubscribe 
if I felt there was any chance of getting your publication anywhere near on 
time. This was written Tuesday morning and your issue No, 6, dated Febru- 
ary 4 to 10, is this minute in my mail. I am perfectly willing to add first-class 
postage to my check if you can arrange to mail Quote first class. You and I 
have struggled with the Post Office Department for 2 years, but delivery is as 
bad as ever.” This was written February 22, 1951. The issue he received was 


mailed from our office February 2, 1951, needing 20 days for delivery to 


Schenectady, N. Y. 
We recently tested first-class against second-class mail sending selected sub- 


scribers copies of the same issue of Quote by both methods and at the same 


time. First-class took from 1 to 4 days for delivery and second-class took 
from 3 to 12 days for delivery on these few copies sent to various points of 
the United States. 

March 19 a magazine was mailed to me from Chicago. This was enclosed 
in a large manila envelope to which was appended a first-class letter. Postage 
was properly affixed. This was delivered to our box at the post office after the 
Saturday, March 31, pick-up at 10 a. m. requiring 12 days from Chicago to 
Indianapolis. 

March 23 we received three first-class letters from Idaho. Two were post- 
marked March 19, but the third was postmarked March 17. 

We have experienced cases of nondelivery of Quote in cities to which we send 
the magazine direct from our office. We place all the copies for such cities 
as New York, Chicago, Los Angeles, and other larger cities in bags, mark them 
“Papers, and destination city,” and are told they are supposed to go direct with- 
out further sorting by postal employees. 

Mr. Donaldson has told Members of Congress that the sorting and bundling 
of third-class mail done by the permit holders is of no benefit to the post 
office in handling this mail. I say that it is. No postal employees can sort 10 
to 30 pieces of mail as quickly as he can pick up a bundle containing that num- 
ber of pieces, which are properly bundled and faced, and toss it into the proper 
bag. Present regulations require that we bundle and mark all third-class 
mail on which 1-cent postage is imprinted. Where 10 or more pieces in the 
same mailing go to one city or town, that is placed together and the outside 
envelopes turned so the address is outside on each side of this bundle. Thus 
they merely check the address and toss the bundle into the sack for that city. 
Where less than 10 pieces are to go to a city, that is tied into what we term 
“State bundles” and these are faced on each side with the address hidden on each 
side but the name of the State written so they can quickly identify where it 


should go for distribution. 
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It is my personal opinion that if Mr. Donaldson could sell Congress on this 
idea and get the rates increased, he would then tell mailers that the old regula- 
tions would apply so far as bundling and sorting were concerned. It do not be- 
lieve he would stick to the idea advanced that we could just throw the pieces 
of mail unsorted and untied into the bags and the postal employees could do the 
sorting just as quickly. 

One other problem faces us. Help shortage being made more acute by the 
Government hiring in this area, present and planned which has been publicized 
so much. They are taking help from industry here by offering civil service, 
with its vacation and sick-leave provisions which are far in excess of what 
business can grant, as well as rate of pay which many small businesses cannot 
meet, at least for beginners. 

Business must make profits to exist and in making profits is taxed to pay for 
Government. Government is then taking these tax dollars and competing with 
business for help, taking far in excess of what they actually need, in the opinion 
of many of us. Is it true that some Government employees are rated and paid 
by the number of employees they have in their departments? If so, that does 
not tend to create efficiency but waste. 

Thank you. 


W. K. Green. 


Mr. Evrns. Is there anything further to come before the committee 
at this time? 

If not, the hearing will stand adjourned. 

(Whereupon, at 5: 45 p. m., the hearings were adjourned to 10 a. m. 
Thursday, April 5, 1951, at the county courthouse, Lafayette, Ind.) 





PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


THURSDAY, APRIL 5, 1951 


House or RepresENTATIVES, 
SupcommMirree No. 1 or THE 
SeLect ComMiITreE oN SMALL Business, 
Lafayette, Ind. 


The subcommittee met, pursuant to notice, at 10 a. m., in the Tippe- 
canoe County circuit courtroom, courthouse, Lafayette, Ind., Hon. 
Charles Halleck, of Indiana, presiding. 

Present: Representatives Halleck (presiding); Joe L. Evins, of 
Tennessee ; Thomas B. Curtis, of Missouri; and Charles B. Brownson, 
of Indiana. 

Also present: Victor P. Dalmas, executive director, of the select 
committee staff, and Duncan Clark, of the staff. 

Present representing Federal agencies: William T. McCormick, 
Deputy Special Assistant to the Administrator, Office of Small Busi- 
ness, Retnddale Cooperation Administration; John S. Bartlett, field 
representative, National Production Authority ; Robert L. Pendergast, 
Regional Director, General Services Administration; Maj. L. T. 
Robinson, Department of Defense; H. B. Raskin, Deputy Regional 
Director, Office of Price Stabilization; Bernard D. Hirsh, attorney, 
Office of Price Stabilization; Walter J. O’Donnell, Manager, Office of 
Small Business, Reconstruction Finance Corporation; and William 
Heitman, Reconstruction Finance Corporation. 

Mr. Hatteck. We were waiting a few minutes for Jim Price, but 
he has not arrived yet, so we are going to start anyway because the 
time of the committee in Lafayette will be somewhat limited. 

First of all, I would like to express the appreciation of myself, per- 
sonally, and of the committee, to my long-time friend, Judge Park- 
inson, for his fine helpfulness in making available for the use of the 
committee the Tippecanoe County circuit courtroom. The arrange- 
ments here are very fine, and I am quite sure they will be conducive to 
a good hearing in what has come to be quite a process of hearings by 
the House Small Business Committee. 

The committee has been out last week and this week, and has many 
more hearings scheduled for the future. 

Last week the committee held hearings in Lynchburg, Va.; Nash- 
ville, Tenn. ; Atlanta, Ga.; and Raleigh, N. C. 

This week the committee has been in Covington, Ky.; Cincinnati, 
Ohio; yesterday in Indianapolis; and here today in Lafayette. 

I think probably this is the smallest community in which the com- 
mittee has appeared in my time, and I might say at that point that 
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I have been a member of this committee since its inception some 10 
years ago. 

The fact that the committee is here is not necessarily because of 
the fact that I am a member of the committee, but because the com- 
mittee recognizes that while in the larger centers there is much small 
business along with the large business, the smaller communities con- 
tain within their areas much of the small business of the country ; so 
in order to get as complete a cross section as possible we want to hold 
hearings in an area such as this. 

Now I am going to turn the meeting over to the ranking majority 
member of the committee, Mr. Joe Evins, of Tennessee. 

Joe sits on the other side of the aisle in the House of Representa- 
tives from me, but I may say that we frequently find ourselves in 
agreement, and personally I don’t know of any finer gentleman than 
Joe Evins, and beyond that I don’t know of anyone who works any 
harder at his job. 

It would be a little difficult to elect a Republican in his district down 
in Tennessee, so I know that I will not offend any of my Republican 
friends by saying that I said to Joe Evins many times that I would go 
down and make a speech for him or against him, whichever would 
do the most good. 

I welcome you gentlemen to this great section of the State of In- 
diana, the northern part of Indiana. I understand there are people 
here not alone from this particular vicinity, but from the smaller 
communities of northern Indiana, that are typical of what we believe 
is one of the finest industrial States in the Union. 

So without anything further, I am happy to present my good 
friend, Congressman Joe Evins, of Tennessee. 

| Applause. | 

Mr. Evins. Thank you, my colleague and friend, Charlie Halleck. 

I appreciate all those kind remarks you made regarding me. Might 
I say that they are more than reciprocated as regards you. 

Here in your district the committee is most pleased to be in Indiana, 
your great State, and particularly in your district. 

Charlie was down in Tennessee, in my section of the country, not 
so long ago, and I want to say that he has many friends in our sec- 
tion. A year ago he came to Tennessee and addressed the Tennessee 
Bar Association, and made a wonderful speech, and made many friends 
as a result of that, and they wanted him to come back; and upon this 
occasion when he entered Tennessee it was my pleasure to have him 
introduce me to many top-flight in the State. 

[ Laughter. | 

If you don’t want him here, we will elect him to any office down 
in our State. I vote with him on many measures, and have followed 
his leadership. 

We feel that we have had some very profitable hearings. This 
committee is trying to get a cross section, spot-check of testimony from 
people throughout all parts of our country during this mobilization 

riod. 

The Committee on Small Business was formed some 10 years, 3 
days after Pearl Harbor, with a view of aiding small business dur- 
ing that period of emergency. 

Mr. Halleck has been a member of the committee since its in- 
ception and rendered value service to it. 
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I want to make a few preliminary statements, as in our custom, 
for the record. These hearings, as has been said, are part of a series 
of Nation-wide hearings at this time, the purpose being to learn 
the problems of small business related to the national emergency, 
to learn first-hand about small business as related to Government 

rocurement and Government contracts. 

We want to find out whether or not the declared policy of the Con- 
gress is being carried out, namely, that small business shall receive 
its fair and proportionate share of Government contracts and Gov- 
ernment awards. 

This subcommittee will endeavor to take appropriate steps, wher- 
ever necessary, to straighten out many of the problems, and be of 
helpfulness to small business wherever possible. 

I should like to take a moment to say something about the non- 
partisan history of the committee, having to do with the reports, 
studies, and investigation of the committee. 

Throughout, the work of the committee has been conducted in an 
atmosphere of unity and nonpartisanship. 

As I have stated, the committee was created shortly after Pearl 
Harbor, and it was in the Seventy-seventh Congress that the Smaller 
War Plants Corporation Act was enacted, as a direct result of the 
recommendations of this committee. 

This agency performed a Herculean task in aiding small concerns 
in securing necessary and vital materials, and in channeling materials 
and supplies to small business in aid of the civilian population. 

It is a recognition of the fact that vexing problems are again reoc- 
curring in this emergency, that these hearings are being conducted. 
This committee feels that small business is the keystone of our com- 
petitive economy, the backbone of our American free-enterprise sys- 
tem, and certainly if we are to preserve our economy, as we have known 
it, and as we appreciate it in our country, we must be sure that small 
business receive its fair and proportionate share of the Government 
contracts and are to be given an equal opportunity to participate in 
the continuing supply of contracts and materials to the civilian 
economy. 

This committee, gentlemen, is a friendly committee. It is your com- 
mittee. We want to hear of your problems in detail. The testimony 
which you give will be transcribed and will become an official docu- 
ment of the House of Representatives. Your problems and recom- 
mendations will be brought to the Congress, and, where appropriate, 
to interested agencies of the Government. 

We sincerely trust you will have no hesitancy in testifying before 
this committee. If, perchance, any of your suppliers should threaten 
retaliatory action by any of your statements, | assure you that the 
committee is in a position to take action in your behalf. 

Certainly the national emergency, as was declared by the President 
on December 16, 1950, has brought about a multiplicity of problems 
affecting small business, and these will be continued. 

We have received hundreds of letters of complaint. 

The committee, as I have said, is friendly, and it is sincerely en- 
deavoring to be of usefulness to small business. It is dedicated to 
this high proposition. 

We are going to call the witnesses that the chamber of commerce has 
arranged for and others who have been kind enough to prepare state- 
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ments for us, and all people who would like to be heard, so, without 
further preliminaries, except for the introductions, we will call the 
witnesses. 

Of course, Charlie Halleck needs no introduction to the people of 
this county and of this great town. He, as I have said, is ranking 
member of the committee, and is a very valued one. 

Next on my right is Congressman Tom Curtis, of St. Louis, Mo., 
a small-business man, a lawyer, and a very valued member of the 
committee. 

Next to him is Congressman Charles Brownson, of Indianapolis. 
We were in his town yesterday and had a most splendid hearing, and 
he extended to us great cooperation and hospitality. We are pleased 
that he could be with us and join in the hearings today 

Mr. Hatteck. Stand up, Charlie and Tom. 

{ Applause. | 

Mr. Evins. Next we have Mr. William T. McCormick, a representa. 
tive of the Economic Cooperation Administration. 

Next is Mr. John Bartlett, of the National Production Authority. 

Then we have Mr. Robert Pendergast, of the General Services Ad- 
ministration. 

Next is Mr. Victor P. Dalmas, the executive director of the staff of 
the committee. 

Then we have Mr. Duncan Clark, of the staff of the committee. 

Next we find Major Robinson, whom I should have recognized earlier 
and introduced,-of the Department of Defense, Office of Procurement. 

Then we have with us Mr. Raskin and Mr. Hirsh, of the Office of 
Price Stabilization, with offices in Chicago. 

Next is Mr. William Heitman, of the Chicago office of RFC, and 
Mr. Walter O’Donnell of the RFC. 

We appreciate the fact that these representatives of Government 
agencies have come along so that the Members of Congress may present 
to them the problems first-hand, and the problems of the people as 
they testify. 

Mr. Hauieck. Mr. Chairman, might I make this suggestion before 
we start with the witnesses ¢ 

Mr. Evrns. Surely. 

Mr. Hautxeck. Jim Price, of the National Homes Corp., is here, | 
saw him come in just awhile ago, and we had scheduled Jim first, but 
we find that Mr. Winter, of Alcoa, is here, because of some testimony 
yesterday at Indianapolis involving the plant here, and I thought that 
in order to clear that up, Mr. Chairman, it might be well to let Mr. 
Winter make a statement at this time, because it is indicative and 
typical of one of the things that the committee is trying to do. 

Mr. Evins. We are very pleased to have before us Mr. Winter, and 
we will be pleased to receive your testimony. You may be seated if 
you care to. 


STATEMENT OF W. C. WINTER, WORKS MANAGER, ALUMINUM C0. 
OF AMERICA, LAFAYETTE WORKS 


Mr. Evins. Will you give us your name and your organization, and 
any recommendations or observations which you care to make. 
r. Wrnrer. Mr. Chairman, I am W. C. Winter, and I am works 
manager of the Aluminum Co. of America, Lafayette Works. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 609 


We produce extrusions and tubing in aluminum alloys. 

The statement that I wish to make is in refutation of what I under- 
stand was said yesterday, that we were laying off men in our works, 
and that we had an awful lot of metal there. 

I want to refute that statement—we are laying off people, but we 
do not have very much metal. The reason we have no metal is because 
of the current shortage in aluminum. 

We are buying all the aluminum pig that is available in Canada and 
what we can get from our own plants. 

As an illustration of what we are up against, our pipeline in August 
of 1950 contained at this plant 23,000,000 pounds of aluminum in 
yarious shapes and in various conditions of fabrication. Today that 
pipeline is 17,000,000 pounds. It has dropped 6,000,000 pounds in 
that time. 

Naturally, as we go down with a diminution in supply of aluminum, 
our personnel will drop. We have laid off about 300 people within the 
last 6 weeks. 

Does that give = what you want? 

Mr. Hatixecx. Yes, Mr. Winter, that does clarify the situation, be- 
cause I can say to you that as we have gone along with these hearings 
we find many fabricators of aluminum who are hard hit because they 
cannot get sheets or foil or extrusions or tubing, whatever it may be, 
and it would seem strange if at this extrusion plant, where you fabri- 
cate or produce much of the aluminum that could be used, that you 
were not — metal, and certainly we would want that point 
cleared up. Unless there is something further about which some mem- 
ber of the committee wishes to inquire, you may be excused. 

Mr. Curtis. Yes; I would like to just ask this question. Do you 
know anything about this aluminum that seems to be on the market 
out of channels and at a high price, whether you want to call it a gray 
market or a black market ¢ 

Mr. Writer. I don’t know much about it. The only thing I know is 
that some of our customers bought it, and we fabricated it when they 
delivered it. They pay 10 and 12 cents a pound premium, I under- 
stand, and I understand that it is foreign. 

Mr. Curtis. You understand it is foreign ? 

Mr. Winter. Yes. 

Mr. Curtis. I was going to ask whether you would know how that 
might get into the market in the ordinary channels. 

r. Winer. I could not answer that. 

Mr. Hatxieck. Could you tell us as to the percentage of DO orders 
you have? 

Mr. Winter. At the moment we are asked to make 60 percent of our 
orders for DO-rated purposes. In other words, 60 percent of our 
metal is going out for Government defense purposes. 

Mr. Hauxeck. So far as your customers are concerned, what is your 
practice as to trying to distribute what you do have available for sale 
among them ? 

Mr. Winter. We do it by means of allocation. We use the period 
of the first 6 months of 1950, and allocate on the basis of the orders 
then placed with us during that period, and allocated on a pro rata 
basis, by weight. 

Mr. Evins. So at the present time 70 percent of your production is 
going to military? 
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Mr. Winter. Sixty percent. 

ait Evrns. And the remaining percentage is going for civilian 
uses 

Mr. Wryter. That is right. 

Mr. Evins. But your production is considerably curtailed because 
of the lack of aluminum pig? 

Mr. Winter. Yes, sir. 

Mr. Evins. Do we anticipate that next year or sometime in the 
future your plant may be in full protection 

Mr. Wrxrer. We hope so, as soon as we increase our own metal 
system. We are building a new plant and increasing the facilities at 
our Ix, and as soon as they come into operation we expect more 
metal. 

Mr. Evtns. Mr. Brownson ? 

Mr. Browson. This 60 percent on DO and 40 percent for civilian 
uses, in that civilian-uses category do you just apply that 40 percent 
across the board to the people buying from you previously, or how 
does that affect the individual? 

Mr. Winter. That is on an allocation basis of people who placed 
orders with us during the first 6 months of 1950. In other words, we 
will not take on new customers at all today. 

Mr. Brownson. Thank you very much. 

Mr. Evrns. Mr. Dalmas of the staff. 

Mr. Daumas. Mr. Winter, you are buying all the aluminum you 
can get for your plant and other plants anywhere you can get it, 
Canada or other places, is that correct ? 

Mr. Winter. That is right. 

Mr. Datoas. In other words, you are trying to keep your finishing 
plants running at maximum capacity ? 

Mr. Winter. Yes, sir. 

Mr. Datmas. Thank you, sir. 

Mr. Evins. Thank you, Mr. Winter. We appreciate receiving your 
testimony. 

The committee will now call Mr. James R. Price. 


STATEMENT OF JAMES R. PRICE, NATIONAL HOMES CORP. 


Mr. Evins. Mr. Price, the committee will be pleased to receive your 
testimony. You may be seated. Will you proceed and give your 
name and organization, please. 

Mr. Price. My name is James R. Price, and the organization is the 
National Homes Corp. 

Our business is the manufacture of prefabricated houses. We 
build homes of two, three, and four bedrooms, ranging in price from 
a — turn-key job ready to move into, from $5,400 up to 
$17,000. 

Ninety percent of our business, though, is in modest-priced homes 
ranging from $5,400 up through $7,500. 

We are the largest builders of pcan homes in the country 
and produce about 30 percent of all that are produced in the country. 

We produced in February, as an example, 5 percent of all the single- 
family dwellings in the country, whether it be prefab or conventional. 

The prime difference between a prefabricated house and a conven- 
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tional house is not in the specifications of the home, but in the method 
in which it is built. } 

We use the same standards to build to that they do in the field. 
The prime difference is in our plant in Lafayette, and Horseheads, 
N. Y., and we make subassemblies which are completed, walls, roofs, 
and certain subassemblies that are shipped to the building site, where 
we run a production line of assembly similar to an automobile pro- 
duction line, except that it is a field assembly job. 

It requires but about one-fifth of the amount of labor in the field 
as compared to the amount of labor it would be necessary to use to 
build that home conventionally. 

Prefabricated houses also save material because of the engineering 
which it is possible for us to do on our homes. We employ the services . 
of the Purdue University and the recognized testing laboratories over 
the country, and we obtain strength far greater than has ever been 
obtained through the trial and error system, and yet we use roughly 
but about 60 percent of the total material in building a home of equal 
strength and specifications than would be used in the conventional 
method. 

I am giving you this as a background. 

Prefebrieation does not denote price or quality. You can match 
any specification, any size. We have built houses, we have built hos- 
pitals, we have built doctors’ offices, we have built offices for the Red 
Cross, and we have built schools. We have built luxuriously large 
homes and small homes. But our main purpose is to supply the 
average wage earner, the worker, provide them with homes where 
in the past they have had no oppartunity to buy homes. 

These homes sell with monthly payments ranging from $35 to $45 
a month, which catches even the lowest take-home group, if they have 
a desire to own a home, and we find that people have a natural desire 
to own their own homes and they make better citizens. 

The predicament we find ourselves in primarily is that National’s 
—- is sold out, it was sold out last year, and again this year. 

Ve cannot take our new customers here in Lafayette. 

We did start a plant in Elmira to provide more homes, but it is 
already sold out for the coming year. 

We are at the place where all of our homes are going into various 
industrial areas, where they are doing work for the defense, because 
it is housing for defense workers. 

But there is a demand for housing beyond that. There are no 
areas being started such as the Paducah, Ky., area, where it may call 
for different types of homes. It is impossible to build those homes 
on the production lines we have set up for homes that comply with 
FHA standards that would go into the average community. 

We are a company that started in 1940 with approximately $12,000. 
Since that time we have sold stock and raised additional money, and 
we have built up, plowing our earnings back into the company that 
now has assets of around $8,000,000, 

We are capable of carrying on an experience in program but we 
have grown faster than the income tax would provide for. 

We would get very little relief, we are at the top, so far as that is 
concerned, so as to expand our plant facilities to make more homes 
available, and we feel that they will be much needed within at least 
the next 18-month to 2-year period, because manpower ultimately will 
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be the main shortage. As to material, where it is short now, they can 
build new plants, and they can increase the production of old Slants, 
but manpower is something that is fixed. We cannot make new man. 
power within the next year or two. 

We feel in any defense area, the fact that we can build, using just 
one-fifth of the manpower being required conventionally, that it 
would be quite an asset to the country as a whole. 

Our prefabrication will not only save in manpower and material, 
but it will save in the dollars spent for housing. Our houses run 
ordinarily 25 percent cheaper for a comparable home of the same 
size and specifications, regardless of the highness or lowness of the 
specifications. 

We find that the procedure that is necessary to obtain a certificate 
of necessity on a new building is very difficult, yet on the other hand. 
to make production facilities available, 52 different steps had to be 
taken now to do it. 

We will have no trouble in financing ourselves or borrowing from 
regular banks the money that is needed, but they say that we should 
have a certificate of necessity. 

You need the relief for one reason, to get some tax advantage be- 
cause of your high excess profits tax base. 

We find that so far as the housing needs for the country is con- 
cerned, there is no conclusion as to how short housing is. It is com- 
monly referred to in a few key areas, that there is housing needed, 
but we know that the expansion in production of many plants that 
call for houses has nearly tripled the demand, and we are unable to 
satisfy that call. 

Another thing, too, that is impossible for us to prove, is what use 
an expanded plant would be 5 years from now. 

We will assume if there is a war, or a step-up for war purposes, 
that there would be a down period, and the facilities may be some 
years ahead of its time. 

We feel, though, that our problem is certainly parallel with steel or 
other industries where they have granted certificates of necessity as 
high as 80 and 85 percent, on the assumption that the facilities would 
not be used in 5 years, but we feel that probably would be temporarily 
true, but that economy will eventually grow into those facilities. 

We have the same problem, but we are not large enough a company 
to be able to do the research and find the definite data that they insisted 
you should have to prove a case. 

We can point out things that seem logical to us. The main thing is, 
the main thing we seem to be faced with, is that the various Govern- 
ment aaiiislen hate not made the surveys themselves in order to deter- 
mine whether we are right or wrong. 

We have one other problem, that is entirely different, and that is the 
price freeze that we have now. We are not against a price freeze. We 
want price freezes, we want to stabilize our monetary system as much 
as anyone else does. But we find ourselves in this predicament, with 
the price freeze, we, as a producer of a house, are frozen on the price 
that we can charge for the home. 

On the other hand, the lumber supplier who supplies us may not 
have shipped any kiln-dried lumber during the base period, but during 
that period, because of the fact that the papers announced there woul: 
be a freeze daily, they kept upping the price of green lumber, and we 
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find ourselves in the position that many suppliers supplying us with 
kiln-dried lumber through the years are no longer producing, because 
the margin is not great enough, and they are pushing green lumber on 
the market. 

The only thing I can —— out is this, there is going to be not only 
higher prices paid, but there will be a lot of sacrifices in the quality of 
homes } the coming years, because we just recently came back 
from a 3 weeks trip to the coast, and we covered many miles, and we 
find that it is quite common. 

Another thing that we find is that we buy a lot of lumber through 
wholesalers. A wholesaler will handle the accounts of many mills, 
maybe 5 or 10. The mills vary, and there are what we call the small 
and the large mills. Weyerhaeuser and Long-Bell have been very 
stable, and have never been as high in the peak periods with their price, 
nor as low in the low periods as the rest of them. They are really what 
should be the market. 

Then there are small mills that run their prices as high as they can 
possibly during a period of shortage, and yet when they iow an excess 
supply their prices drop way below your large mills. 

A wholesaler may have handled five accounts, and one of those a 
little mill, and 8 offer him a high eM and if you get a buyer dur- 
ing the base period, and we say he sold a car at $10 over the market, he 
sells his existing cars at his highest price that he sold a car for during 
the base period, even though he is not paying the legitimate mill a bit 
higher than they charged him during that period. 

That is one of the problems we are faced with. We have done a 
good job, I feel, in holding our prices. 

Our prices on National Homes have increased roughly 9 percent 
from the year 1950, while building as a whole has increased near] 
19 to 20 percent. We do have the advantage of mass buying. e 
buy our materials in large quantities, and that saving is pa on to 
our customers, but I realize that this particular situation 1s something 
that can be called temporary, and it needs adjustment, but I just 
wanted to be sure that the people that make the adjustments are aware 
of the conditions that we are caught with here for a few months. 

Well, it is more serious than it might sound, because a company as 
small as ours, and working on the type margin we do; we work on a 
very small margin, we depend on mass production to make our way, 
we produced 10,000 houses last year, and we averaged roughly $120 
a house profit, so when lumber can rise $50 on you, and you are caught 
with a freeze, and maybe some other things doing the same thing, it 
can soon wipe you out, and we have made application first to Indian- 
apolis, at the price office, and then Washington. 

We have had word back from Indianapolis that they sympathize 
with us, and do not have the authority yet, but when they do they will 
see that something is done. It has been roughly 30 days since we 
radi written Washington, and rewritten, and we have had no word 
rack, 

The only thing I figure is that eventually authority should be formed 
or set up so that Indianapolis or State offices can give you quicker 
action, 

I am afraid that if we go on for 3 months or so that it would put 
companies such as ours in a bad financial condition, or maybe out of 
business, 
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Those are the two principal things I wanted to report. 

Mr. Evins. Thank you. Mr. Halleck? 

Mr. Hatteck. Well, you have certainly made a very fine statement, 
Mr. Price. As you know, I have been through your plant, and I know 
you have a splendid operation there. ' 

Now, as I understand it, the first thing you mentioned was that you 
need clearance to expand your production facilities. 

Mr. Price. That is right. 

Mr. Hatieck. Of course, down there we are besieged on all sides 
with all sorts of legislative proposals to get the housing needed for 
the defense effort, but you have a concrete suggestion as to how that 
might be done in part by your operations here. 

Mr. Price. Yes. One thing I might add, one of the things we 
run into is this statement, “Why is there a housing shortage,” or could 
there be this year or next year, when we put on regulation X to drive 
housing down roughly 50 percent ¢ 

If you analyze what the housing machine is, it is nothing but man- 
power. If this manpower is channeled into other defense and war 
efforts, there would not be the building machine to call in a year or 
two from now to accelerate this housing need that it will be necessary 
to fill. 

We know from experience during the last war that they did not pre- 
plan their housing requirements, but they waited until they had the 
plant in production. They said, “If we had more houses we would 
get more units out.’ 

So without much planning there was a scramble to rush houses up, 
after the horse was out of the barn. 

We are trying to build a plant without direct Government assist- 
ance at all and do it while we are not rushed into ov ertime, and keep 
our costs down to deliver the best houses possible. 

Mr. Evins. Well, this is certainly a wonderful illustration of pri- 

vate enterprise which has already done a good job and is willing to go 
forward with other housing production which is greatly needed. Now 
you are hampered and tied down with regulations and other restric- 
tions. 

I want to ask you to what extent has the imposition of regulation 
X and other regulations curtailed housing production with your 
company ¢ 

Mr. Price. In our own case, our production has risen, in spite of 
regulation X, only because the demand is so great, but there is one 
thing that is quite noticeable, and that is that regulation X, by raising 
the down payment and cutting the term, has only changed the type of 
buyer we are supplying to. It has only eliminated what I call the 
factory workers, and the houses are being purchased by white-collar 
and almost deluxe homes. 

We have almost eliminated the average worker from buying houses. 

Mr. Evins. The price freeze on housing, you say, has kept you at 
a certain point, and there has been a raise in certain grades of lumber 
or lumber generally. 

Mr. Price. That is right. 

Mr. Evins. Lumber can continue to spiral and increase and go 
up, and you have got a ceiling on your product ? 

Mr. Price. Yes; the way it works is this, we will take any mill, 
we will say that there is‘a mill selling kiln-dried lumber at $5 a 
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thousand more than they were green lumber last summer. When 
they anticipated the freeze, they had very little kiln drying in De- 
cember on the coast, because of the time of the year, and they were 
keeping the green price going up, and every Monday they would 
raise it when they read the threats that there would be a ceiling, 
and they got the green lumber clear up here, and they have no price 
freeze. 

Mr. Evins. Well, you consider it unfair to put a ceiling on the 
price that you may charge but not to put a freeze on the basic prod- 
uct which you use? 

Mr. Price. That is right. 

Mr. Evins. Well, we will call on the Office of Price Stabilization 
to perhaps comment a little later on. 

Mr. Curtis? 

Mr. Curtis. Now, your regulation X, of course, does not apply in 
a defense housing area, does it? 

Mr. Price. That is right, but there are only two defense housing 
areas that we know of in the entire country. 

Mr. Curtis. But on the other hand, as soon as we advance in this 
period of mobilization, there will be more areas, though. 

Mr. Price. That is right. Whenever regulation X is taken off in 
your industrial areas, then it is possible for industrial workers to 
acquire their homes. 

Before we had regulation X we were selling houses for $300 and 
$350 down, with monthly payments ranging from $40 to $45 a month, 
which makes it possible for anyone holding a steady job to own a 
home. 

You can say today that anyone making from $65 a week down 
is excluded from this market. 

Mr. Curtis. Another question that I have, one of the big difficul- 
ties is the building codes im the bigger cities, is it not? 

Mr. Price. That is not true. That has been ballyhooed about a lot 
by the newspapers, and so forth, but we never found it to hamper us in 
any Way. 

Mr. Curtis. You have been able to go into all communities? 

Mr. Price. We have engineering data on every part of our home, 
everything we use has been tested, and we are able to go in, even where 
they don’t have performance codes, and show them that we have some- 
thing that is equal to what they want. 

Mr. Curtis. I am glad to hear that. I was under the apprehension 
that you were having difficulty with the building codes. 

Mr. Price. Well, when you say difficulty, if you go in without en- 
gineering data, and you say, “I have got a prefab house,” you do find 
resistance, but if you can show them that you have tests from recog- 
nized laboratories, and you have exceeded the intent of their specifica- 
tion, I don’t know of any place where we cannot build, whether it be 
Los Angeles, Denver, Chicago, Cleveland, Long Island, in fact, every 
principal city, New York City, in fact. We ship into 28 States, and 
there is not a town that we are trying to do business with where we 
don’t take care, when we enter the town the first time, we show them 
what we have, and insist on bringing them through our plant to see 
how they are made. 

Mr. Evins. Mr. Brownson? 
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Mr. Brownson. Your request for consideration on a certificate of 
necessity, is it your intention to use that. to expand your additional 
facilities? 

Mr. Price. We wanted to build an additional plant that would be an 
exact duplicate of the plant we have, feeling this way, that the ma- 
jority of the direct military housing that we have been asked to bid on, 
it would be impossible for us to produce in this present plant. We 
need an absolutely separate production line in order to produce that 
type of unit. 

ou will find when the Government starts buying houses that they 
do not buy standard models or designs that we produce, that would 
meet the FHA or VA specifications. 

Each one has a different set of requirements and specifications, 
which means that you cannot have one production line doing even 
two different homes, but you have to have lines for each one. 

Mr. Brownson. Are the specifications higher or lower ? 

Mr. Price. I would say they are not higher. FHA would be the 
standard that the houses be built under, but you run into this snag, 
when you go in there you have to meet FHA, and then you have to 
meet the whims of the other man, whether it be the Air Force or not, 
he may like a certain size, and we know from selling houses to the gen- 
eral public—we have sold over 28 houses—that a modest-sized home is 
not only acceptable, but it raises the standard of living. We will say 
an 800-foot, an 800-square-foot home for 80 percent of the people you 
intend to house. 

But when we meet them we are immediately told that anyone in 
their right minds would not live in a house under 10,000 square feet. 

I doubt if there are that many people, when you bring it down to a 
two-bedroom house, who would require anything that large. 

Mr. Brownson. Then you think it is fairly possible that the military 
knows more about training troops than they do about building 
houses ¢ 

Mr. Price. I want you to understand that I am not criticizing any- 
one. What I am saying is that each one has their own idea of housing. 
There is not any standard situation. 

During the last war we produced houses for the various branches of 
the Government, and we built staff officers homes, public housing 
homes for the various war plants, and at the beginning of the war they 
bought the units as they were, they had not had time to design them. 

Those units that were standard have been removed into cities like 

Milwaukee, where they are permanent homes, and will be for a hundred 
years. 
* But after they started designing, then each time we would build it. 
it would be a new house, a new size window, a different size glass, that 
was not standard. In fact, we would have to tear the inside of the 
plant out and reset it for different type units. 

Mr. Brownson. That same thing came up yesterday. I wonder if it 
would not be a good idea to have it purchased as a common-use item. 
After all, a home is just like a tablet or anything else that the civilian 
specifications in existence at the time be adherred to as closely as 
possible. 

Because, after all, this thing throws a great strain on the production 
system at a time when we are trying to house a lot of people. 

Mr. Evins. I think your observations are well taken. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 617 


Mr. Hatzeck. Mr. Chairman, as a matter of fact, in the Unification 
Act for the Armed Services and in many other ways, Congress has 
tried to move in that direction. We even unified our Military Affairs 
Committee with the Naval Affairs Committee, but in many places it 
might be a that standardization and procurement has not gone 
forward as it should. 

I think Mr. Brownson is correct, that that is one thing that this 
committee can give attention to. 

Mr. Brownson. I think that is about as far as unification got. 

Mr. Curtis. Not to make three out of two. 

Mr. Evins. I want to ask Mr. Raskin of the OPS if he has any 
comments with respect to the testimony that Mr. Price has given. 

He has related a story here of a freeze on his industry, yet there is 
nothing with respect to lumber, which is an important product, in his 
industry. 

Mr. Rasxrn. Yes. At present there is a manufacturer’s order being 
written that will give the manufacturer the same mark-up that he 
enjoyed during the base period. 

| refer to the base period as the base period used in the original 
freeze order, and that will take into consideration your actual cost of 
production, and your usual mark-up will be added to that, so that the 
»rice of your product will probably be increased at the same marginal] 
Led it was before. 

Mr. Price. Is the base period—— 

Mr. Rasxrn. December 19 to the 25th of January. 

Mr. Price. I feel that that again is an unfair base period, because I 
don’t think it represents a fair basis, because companies such as ours, 
that did not raise in anticipation of a price freeze, will be caught then 
far below the all-time average or a 5-year average, or anything else. 

We were not gouging. We were faced with continually rising prices 
during that period, but we tried to keep in step with what was the 
intent of this whole thing, and we feel] that that would be very unfair 
to us. 

Mr. Evins. Thank you, Mr. Price, for your splendid statement. 
Your testimony is greatly appreciated. 

Mr. Price. You are welcome. 

Mr. Evins. The committee will now call Mr. Larry Stage. 


STATEMENT OF LARRY STAGE, RETAIL AUTOMOBILE 
SALES BUSINESS 


Mr. Evins. This committee will be pleased to receive your testi- 
 - Mr. Stage. 

P = give us your name, your organization, and then you may 
proceed. 

Mr. Srace. Mr. Chairman and gentlemen of the committee, my 
name is Larry Stage. I live in Lafayette, Ind., where I am engaged 
in the retail automobile sales business. I am a member of the Auto- 
mobile Dealers’ Association of Indiana and the National Automobile 
Dealers’ Association, comprising some 33,000 new car and truck deal- 
ers who sell approximately 95 percent of all new cars and trucks sold 
throughout this country. 

I have been connected with the automobile business in various ca- 
pacities since 1914 with about 5 years out—1917 to 1919 and 1942 to 
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1945 inclusive—for service in the Armed Forces during two World 
Wars. 

I am here today to discuss some of the alarming trends affecting 
small business in our country as a result of Government controls 
and proposed new tax laws, especially as they affect the automobile 
industry. 

I am sure we agree on certain fundamentals, so as a matter of time 
conservation will only touch upon them briefty. 

First, since one out of every seven wage earners throughout the 
country is employed in the automobile or allied industries, it would 
seem that that industry is a very essential part of our economy. 

Second, the dealer organizations throughout the country account 
for a large percentage of the employment (one out of seven) men- 
tioned earlier; hence, any regulation which threatens the stability 
of these retail dealers strikes a serious blow at our national economy 
itself. 

Third, a large part of our population must have automobile trans- 
portation to and from their places of employment. It goes without 
saving our preparedness program will be very seriously retarded if 
these people are deprived of the privilege of purchasing a more de- 
pendable car. 

Automobile dealers are experiencing tremendous increased costs in 
the operation of their business; for example, a survey among Indiana 
dealers in January, 1951, shows a rise in fixed overhead expenses 
averaging over 28 percent above the same period of 1950. But when 
automobile manufacturers and UAW aled for a raise in the price of 


their respective products and wages, OPS made provisions to meet 
their demands by granting the increases. This increase which was 
granted the automobile manufacturers actually resulted in decreased 


dealer margins and since this action was taken without counseling 
with the dealers much apprehension is felt and it is feared that a 
precedent has been established for further reduction in these dea!- 
er margins by similar methods. Here again the small-business man 
finds himself being squeezed between these two industrial giants. 

To further illustrate the seriousness of this squeeze, let’s look at 
dealer profits for the record-breaking year of 1950. A survey con 
ducted by the National Automobile Dealers’ Association shows that 
dealer groups handling the most popular makes of cars earned just 
7.6 percent of sales before taxes, and dealers handling the less popular 
lines showed the very low margin of 2.5 percent before taxes. Obvi- 
ously these margins are not wide enough to allow for any sizable 
reduction and still permit dealers to continue in business. 

One of the very first steps taken by our Government to combat the 
inflationary spiral which came partially as a result of the huge pre- 
paredness program was reestablishment of regulation W by the Fed- 
eral Reserve Board. There is no doubt that some such regulation was 
and is necessary ; however, the severity of the term length has created 
a very serious situation, in that a high percentage of families that 
were used-car buyers and are essential factory workers can no longer 
afford the payment schedule required to purchase a dependable used 
car. Asa consequence, dealer inventories of used cars are the highest 
in the history of the industry, and unless this condition improves, 
dealers will be forced to discontinue accepting used cars in trade. Now, 
since about 75 percent of all automobile buyers never purchase any- 
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thing but a used car, some means must be found to move these stocks 
into the hands of people now driving cars that are not only too old to 
furnish good dependable transportation but are a definite hazard to 
highway safety. 

ly in February 1951 the Ways and Means Committee of the 
House of Representatives received a proposal from the Secretary of 
the Treasury to increase the excise tax on motorcars from 7 percent to 
20 percent. This proposal completely disregards the essentiality of 
the automobile in our economy, and if such an increase were written 
into law it would without the least question result in very serious 
curtailment of automobile manufacturing and sales; just the proposal 
of this tax is having a very disquieting effect upon our entire business, 
and we can see no way in which it would serve the welfare of the 
Nation. 

We feel as everyone should, that the defense program is everybody’s 
responsibility, and each and every one of us should bear his individual 
share of the expense necessary to carry it to a successful conclusion. 
To this end we urge that nonessential spending be sharply curtailed 
and that any additional revenue be obtained from other sources, well 
known to us all, that are not now taxed. It seems that the automobile 
buyer and owner already pays unreasonably heavy taxes by virtue of 
owning and driving his car and that he should not be forced to give up 
his purchase of a better car because of heavier taxes. 

resent OPS ceilings have created a condition in our business that 
borders on being absurd, and we sincerely trust that when changes are 
contemplated, which they surely must be, and soon, that the dealers 
will be consulted and serious consideration be given to our suggestions 
for improving the present temporary and ambiguous regulation. 

I am sure you will agree that the retail automobile dealers have 
always shown a willingness, yes, a genuine desire to cooperate with 
our Setiininent in any crisis, there is no change in that attitude by 
any of our 33,000 members, but we do feel that we are really small 
business. Believe it or not, the average sales of all retail dealers is 
100 cars or less per year; furthermore, we do feel that certain changes 
in present regulations are imperative, not only for the benefit of the 
automobile selling and buying public, but for our country’s welfare 
in this serious time. 

In substance, it is the opinion of the retail automobile dealers in 
Indiana that the recent reduction in margin be restored and that any 
action which could result in a similar reduction in the future be 
forestalled. 

It is also our opinion that there must be a change in regulation W 
to allow longer term limits, possibly as much as 21 months, but keep- 
ing the present one-third down requirement; unless this is done we can 
see no way for thousands and thousands of essential industrial workers 
to replace their present inadequate unsafe cars with later model, more 
dependable ones. 

And, in conclusion, there should be no additional excise tax added 
to the already burdensome tax now being paid by the purchasers and 
drivers of automobiles and no regulation should be imposed which 
will retard our economy, bearing in mind our Nation’s strength is in 
our gigantic industrial structure, and our great automobile industry 
is in the forefront of that structure always. We must keep it that 
way. 
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Gentlemen, I thank you very much. 

Mr. Evins. Mr. Stage, I wonder if you would tell the committee to 
what extent regulation W and the OPS general freeze order has cur- 
tailed or cut back automobile sales. 

Mr. Sraae. It has cut back automobile sales, because it has elim)- 
nated from the market a great many people who cannot meet the 
monthly payment requirement on either late model used cars or new 
cars. 

Mr. Evins. It is having a rather extensive reduction in sales, is that 
the effect of it? 

Mr. Srace. Yes, itis. It is depriving some of the people who would 
normally purchase a new automobile, from buying that new car, 
because they cannot make the payments, and the bad thing about it is 
that it is requiring the used car buyer to continue to drive an old, 
unsafe, unsatisfactory automobile, because he cannot afford to make 
the payments on a later model used car. 

Mr. Evins. Regulation W requires a one-third down payment and 
full payment within 15 months. How many months should you say 
it should be extended to? 

Mr. Srace. Well, I should say that it should be extended to 21 
months. 

Mr. Evins. I am sure you are aware that it was due to the activities 
of this Committee on Small Business that brought about a relaxation 
of this regulation heretofore. 

Mr. Srace. I understand that, and it was very much appreciated by 
the dealers. 

Mr. Hatieck. As a matter of fact, Mr. Stage will recall in those 
early days when I was serving on the Small Business Committee, that 
I had a particular interest in the problems of the dealers. 

Mr. Srace. That is right. 

Mr. Hauieck. Would you say just a word as to what nsibility 
the dealers have in keeping the motor vehicles going in the time of 
crises and emergency which we are in now ¢ 

Mr. Srace. Well, the share of their responsibility ? 

Mr. Hauieck. Yes, with their repair shops. Is it true today that 
most of the repair shops are in the dealer agencies? 

Mr. Srace. The largest percentage of the repair is done by the 
dealers. Of course, there are some exceptions in some localities. 

Mr. Hatxeck. I think that is all. 

Mr. Evins. Mr. Curtis? 

Mr. Curtis. No questions. 

Mr. Evins. Mr. Brownson ? 

Mr. Brownson. Didn’t I read something the other day, aren’t you 
delivering cars without a spare tire? 

Mr. Srace. That has just started. I have not delivered any yet. 
In fact, I have not had any. 

Mr. Brownson. Do you have new tires in stock ? 

Mr. Stace. I have some take-off tires, taken off of new cars. I don't 
have any brand-new tires. Of course, these are new, but they have 
been taken off new cars. 

Mr. Brownson. What do you predict will happen? Won't the 
people go ahead and buy the fifth tire anyway ? 

Mr. Srace. Yes, so long as they can buy it. 
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Mr. Brownson. Then that does not save very much rubber right 
now ; does it ? 

Mr. Srace. I don’t think it will. It seemed to me like a foolish thing 
to da. 

Mr. Brownson. Doesn’t that add to the price of the car? Some- 
body said that they take $19 off for not petting the fifth tire, and then 
they sell them the fifh tire, which retails for $30. 

Mr. Srace. Yes, that may be so, because the manufacturer buys 
tires at a much lower price. 

Mr. Hatieck. Oh, I thought for a moment that Chuck was hunting 
for a set of new tires. [Laughter. ] 

Mr. Evins. Are there any further questions? 

Mr. Brownson. No, thank you. 

Mr. Evins. Mr. Dalmas? 

Mr. Datmas. No, thank you. 

Mr. Evins. Thank you, Mr. Stage, for your splendid statement. 

The committee will call Mr. C. J. Battenfield. 


STATEMENT OF C. J. BATTENFIELD, WINAMAC STEEL PRODUCTS, 
INC., WINAMAC, IND. 


Mr. Evins. Will you give your name and organization, please. 

Mr. Batrenrretp. Mr. Chairman, and members of the committee, 
my name is C. J. Battenfield, and I am with the Winamac Steel Prod- 
ucts, Inc., of Winamac, Ind. 

e are manufacturers, and we have three primary items, one being 
an automobile or automotive replacement spring. 

Our big problem, of course, is material. 

I think, just for the sake of the record that you should have some 
figures. Our quarterly 1950 steel used was approximately 1,000 tons 
a quarter for the first quarter, and then the first quarter of 1951 we 
received against that more or less thousand tons about 700 tons, and 
for the second quarter that we are going into now, we have commit- 
ments or promises from the mills for only 370 tons of steel. 

Our basis of approximately 300 tons a month for replacement 
springs gives us very little to operate on there. In other words, we 
have a little over 1 month’s requirements placed and promised now 
for that period in which we aaed approximately 900 tons. 

I can go back to that later, mere 

~ other items have to do with farm-implement parts, cultivator 
steel. 

Our 1950 basis on that was about 1,000 tons or around 80 tons a 
month, in 1950, and our first quarter of this year ran only 150 tons, 
and that was for 3 months. 

At the present time we have commitments from the mills for the 
second quarter, that would be the first of May delivery, of 50 tons. 

This morning I just looked at the new M-55 or DO-87, and I ac- 
tually don’t know if that will help us out or not. We are manufac- 
turers of parts, 

As I say, I don’t know if we are covered on that or not. 

Mr. Evins. May I interrupt you? How long has your company 
been in business ? 

Mr. Barrenrietp. Just a little over 4 years. 
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Mr. Evins. Your principal manufacture is of parts for farm ma- 
chinery ? 

Mr. Barrenrtecp. Our principal or largest tonnage use of ma- 
terial is in replacement automotive springs. 

Mr. Evins. Over this period 4 years, what has been your averaye 
tonnage requirements. 

Mr. Barrenriecp. Approximately 400 tons a month. 

Mr. Evins. How much have you been cut back in your requirements ’ 

Mr. Barrenrtetp. Well, speaking of the two items, our first quarter 
was cut back about one-third. 

At the present time, the quarter that we are going into now, we 
are cut back two-thirds, and in the remaining one-third we have 
about 370 tons scheduled of raw material to come in for 900 tons 
usage in that quarter. 

Mr. Evins. Who are your normal suppliers? 

Mr. Barrenrietp. The mills in this area. Do you want them by 
name? 

Mr. Evins. No, sir; that is not necessary. 

Mr. Barrenrrecp. The regular sources in this area, the mills. 

Mr. Evins. What do they tell you ? 

Mr. Barrenrtetp. That they weuld be very happy to supply us. 
They had originally started off on an allotment basis, based on our 
usage for the first half, I think it was, of 1950, but they just don’t 
carry through on it. 

It is just, as we are all, I think, in small manufacturing, I think 
we are important customers of theirs, up to a point, but not impor- 
tant enough to be able to buy material. 

Mr. Evins. Mr. Halleck? 

Mr. Hatieck. I would like at this point to make this observation 
for the record ? 

Mr. Battenfields’ little plant is in Winamac, Ind., and that is the 
county seat of Pulaski ie 

What is the population of Winamac, Mr. Battenfield ? 

Mr. Barrenrtecp. About 2,300 now. 

Mr. Hatieck. So you see, it is a small community, and this little 
plant that these people have started there furnishes employment that 
is much needed in that area. 

The people there are glad that they have the plant. They are pro- 
ducing these replacement springs, that is something that is highly 
essential, if we are going to keep the automotive equipment of the 
country going. 

What I cannot understand, and I think before we get through we 
ought to find out the answer if we can, but we are told generally that 
steel consumption is cut back 20 percent, and I think probably for 
large users of steel that is about what it is, about 20 percent, but as 
we have gone along through these hearings we find that little con- 
sumers of steel are cut back, here we discover, up to 6624 percent. 

To my mind that indicates—I don’t know whether it indicates we 
are going to have definite allocations of these short supplies or just 
what we are going to have to come to—but it indicates one thing be- 
yond question, and that is that a lot of these small manufacturers, 
small industries, who are performing a very essential service in the 
defense effort, are being cut back so much that they just are not going 
to be able to survive, unless something is done about it. 
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Mr. Evins. I might add to what you have said. Of course, this 
committee is very sympathetic to the problems, Mr. Battenfield, and 
it is the purpose of this committee to try to see that these smal] enter- 
prises continue to operate in the civilian economy. 

Go ahead with your further observations. 

Mr. Batrrenrietp. We have a small contract, and we are new in 
this, for the railroad-car program, for the component parts of cars. 

Through going to Washington and placing orders around the area, 
and in the mills, and with our normal suppliers, through going to 
Washington we were able to aw our tonnage for April through a 
directive, I guess you could call it, from the NPA. 

Again they had just changed them from quarterly requirements 
into monthly requirements, and we received our allotment for May. 
We have not been able to place that as yet, that is, for May, and we are 
in April now, and May is next month. We have a 44-ton allotment 
for material that should be produced in June, material that we would 
have to have in in May, and we have not been able to replace the order. 
It has been returned from most of all of the mills in our area. 

Just day before yesterday, I think it was, we received our allot- 
ment for June, and it came out under that in DO 37, I think it was, 
and that order has been sent in, and I have no idea as to whether it 
will be accepted or not. 

We do not place an order at five different mills. We start off and 

lace it with one, and that takes a week or 10 days, and if he refuses 
it, we place it with another, and then another, and you can consume 
an awful lot of time going through five mills at 10 days a crack, and 
when you get through there, that 45 days is a very short time. 

As I say, that is a new item with us. It is an item that we have 
worked on for a number of years in building up to it, and it is defi- 
nitely in the defense program. 

We do have one DO order, by the way, for about 100 tons, and that 
is spread over this present month, April and May. 

We were fortunate in getting that material, but, beyond that point, 
if it carries through as we have the orders placed now, I have gotten 
some figures together and sent them to the National Production Au- 
thority spelling out our 1950 receipts of material, and our first quar- 
ter, January, February, and March, receipts of material, and our 
present commitment from the mills, spelling out the identity of the 
source we buy from and have bought from, and state there that we 
were dubious about being able to continue operations through May, 
and certainly being pretty well down in June. 

Our normal operating force of men, we have already had about a 
25-percent cut-back, oe § we will certainly be cut back further in June 
without some help for material. 

I would like more information on a new farm implement release 
proposition for material. That may help us. 

Mr. Evins. Mr. Halleck, do you have any further questions? 

Mr. Hatxeck. I think it might be that Mr. Bartlett could help. 
Do you suppose you could, or has that order come out since we have 
been out on the road ? 

Mr. Bartierr. I think it has, but as I understand the witness, you 
have a directive from the National Production Authority to acquire 
certain material which you need. 

Mr. Barrenrtecp. For the car program. 
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Mr. Bartierr. That is equivalent to a DO order, and not to take 
up the time of the committee, I would like to discuss the matter with 
you later and see what we can do about it. You do have the authority 
for purchasing your material now ¢ 

r. Barrenrietp. For that particular item; yes. 

Mr. Hauxeck. As I understand it, this new order has to do with 
farm implements? 

Mr. Batrenrtevp. That is right. 

Mr. Hauueck. I think everyone recognizes that the farmers were 
short of a manpower supply, and they are going to have to have a 
lot of equipment if they are going to produce food, and if it is with 
respect to that, it may be that something has come out that we wil] 
have to a little studying about. I think it would be well for you to 
talk to Mr. Battenfield in an effort to be helpful if we can. 

Mr. Curtis. I just wanted to be certain, you manufacture spare 
parts for farm implements? Is that correct, that phase of it # 

Mr. Barrenrievp. Both replacements, and for new implements. 

Mr. Curtis. Some of it is for new implements? 

Mr. Barrenrtevp. That is right. 

Mr. Curtis. Certainly there is a different problem so far as spares 
are concerned. 

Mr. Barrenrrerp. Yes. 

Mr. Curtis. Certainly that should be implemented. 

Mr. Barrenrievp. We sell primarily to farm implement manufac- 
turers. 

Mr. Curtis. Who in turn send them out into the field as spares? 

Mr. Batrenriecp. That is right. 

Mr. Curtis. One other question: Have you received any communi- 
cations offering you steel from an irregular market ¢ 

Mr. Barrenrietp. Not as such, no; I am not aware of any sources 
of that kind. We would not be able to do it anyway, as our margin is 
such that we could not afford to do it. 

Mr. Evins. You don’t have any development in the black market 
in the steel industry? You don’t know of any? 

Mr. Batrenrtecp. Not directly; no. 

Mr. Curtis. Not directly? 

Mr. Brownson. You said that you were dealing with about five 
regular sources of supply. Are you getting pretty uniform treat- 
ment from all five, or have certain ones been giving you a little and 
others none? Has it been uniform ? 

Mr. Barrenrtex. It is rather spotty. 

Mr. Curtis. Some of them shut down on you tight, and others have 
been trying to play along and help a bit? 

Mr. Batrenrte.p. That is right. 

Mr. Curtis. When -you sent out your hunting license from NPA, 
you did not get anywhere with any of them’ on that one? 

Mr. Batrenrretp. For April, yes; for May, no. 

Mr. Brownson. Thank you. 

Mr. Evins. Thank you. I suggest that you confer with Mr. Bart- 
lett while he is here in the city today from the NPA. 

Thank you for your testimony. 

The committee will now call Mr. George D. Reish. 

First, I see that that gentleman wants to adjust the microphone. 





ake 
vith 
rity 


‘ith 


ere 
ea 
ith 
rill 

to 


ire 


res 


ve 


t- 
id 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 625 


We seem to have everything quite in order, all of these fine accessories 
and equipment and facilities. There are no shortages here. 

Mr. Hu. This is the test State in the Union. 

Mr. Hautieck. So we all claim. 

Mr. Evins. Thank you, sir. Thank you, Mr. Reish. You may 


proceed. 


STATEMENT OF GEORGE D. REISH, REISH PRODUCTS, INC., 
SOUTH BEND, IND. 


Mr. peat Will you state your name and the organization you rep- 
resent 

Mr. Retsu. Allright. My name is George D. Reish and I am presi- 
dent of Reish Products, Inc., South Bend, Ind. 

Even though my company is classified as a small business, I prefer to 
put it in the form of infancy inasmuch as we have only been in business 
about 34% years. We started something on a shoestring, a small group 
of men, and we have succeeded in doubling each previous year’s busi- 
ness over the preceding year’s business. 

At the present time we have a backlog of orders of $250,000 in our 
files and have not accepted an order from a new customer since last 
October. 

We are processors and converters of aluminum foil. 

I know you ane have had lots of complaints. Our products 
are three, mainly No. 1, which is household foil, which we respool from 
large jumbo rolls received from the various mills. 

We manufacture a cooking napkin by the trade name of Oven-Nap. 

We also manufacture a frozen-turkey leg — 

From the inception of our company, from the beginning of our com- 
pany, the use of foil for these various things was very Tittle known, 
and we had to do quite a lot of educational work in order to sell an 
of our products at all. That is the reason for the gradual growt 
that we have had up until this point. 

Our growth has been helpful and the only reason that we have not 
grown any faster, perhaps, has been the limitation of our capital. 

Up until the time of the Korean War, as I prefer to call it, and it was 
only then through the difficulty of obtaining material, first by alloca- 
tion of our suppliers and second by NPA regulation and third b 
the NPA death sentence to our business of all of the products with 
the exception of one of which we manufacture. 

Since preparing this statement we have received a reprieve of 30 
days. Although it came on the first of the month, I don’t know what 
we are going to do for material after that period, because we thought 
we were out of business and we have none coming in as yet. I have not 
been able to find a supplier who will give me any commitments what- 
soever under this new regulation. 

Mr. Hatteck. I might say at that point, Mr. Reish, that this com- 
mittee was in Atlanta, Ga., last week, and we had been making repre- 
sentations back to Washington in respect to this so-called death sen- 
tence on aluminum, and I think probably we had the first information 
by telephone in Atlanta that there would be a 30-day extension. 

Mr. Retsu. Yes. Well, since that has been published in all the 
newspapers, I believe, and although we have not received any direct 
message—yes; I did, too, from Mr. Laury Henderson, of the Senate 
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Select Small-Business Men’s Committee, he was very kind to write 
me a letter last week and notify me of that, so we are very gratef\ 
for the reprieve. 

I don’t know how we are going to do any business without any ma- 
terial anyway. 

Now, I think that I am one of the last persons in the world who 
would want to withhold any material whatsoever from our Govern- 
ment, if it was necessary for our defense. But we believe that the 
regulation as amended on February 1, 1951, in dealing out these 
discriminatory death sentences, should I say, might have been pre- 
meditated. I do not want to appear belligerent or arbitrary, or any- 
thing of that sort, but I might cite some cases that we have that are 
very evident. 

As an example, there is one of the large aluminum suppliers, or 
basic aluminum companies, that manufactures a machine to make milk- 
bottle caps. They lease that machine to a dairy or a processor of 
milk. He is obliged to buy the material for that machine from the 
man who rented it to him. 

Under NPA Regulation M-7 there wasn’t ‘anything that struck 
milk-bottle caps off of the list. 

Another manufacturer was one whose product is an aluminum foi! 
for the wrapping of tobacco and cigarettes. 

Now, we kaon that there are substitutes for this, because they use: 
them during the last war, and I might add on the first example that 
I offered, the milk-bottle cap industry is a very small percentage that 
is presently using foil for the capping of their milk bottles. 

he regulation is based on the material that we used in the first 6 
months of 1950, and, according to the NPA regulation, we were allowed 
to use 80 percent of that material that we used in the first 6 months of 
1950, for the month of January ; 75 percent for the month of February; 
and 65 percent for the month of March. 

How in the world can the automotive industry, who have manu- 
factured in the first quarter of 1951 19 percent more automobiles than 
they did in 1950, where we all know that a component part of an auto- 
mobile, such as a piston, and I believe there is only one manufacturer 
who is not using an aluminum piston today, certainly they did not 
manufacture these cars without pistons, so how in the world could 
they cut their production 20 percent, 25 percent, and 35 percent, and 
still manufacture 19 percent more than they did in 1950? 

Mr. Evrns. I may say to you, Mr. Reish, that this committee is try- 
ing to find out that answer. We feel that there should be increased 
aluminum production and certainly all patriotic Americans want our 
boys to have all the military equipment that is needed. 

While we are not permitted to tell you the figures that we received at 
an executive session which representatives of the stockpiling agencies 
attended, we feel there should be sufficient aluminum to continue 
small business in their normal operations, and we are trying to find 
out the answer to that question that you have advanced. 

Mr. Retsu. Yes; I appreciate the effort that these committees are 
putting forth to give the American businessman an opportunity to be 
heard. Thank God it is the only country in the world left in which 
you can do that. 
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Mr. Evens. Have you given any thought to the manufacture of a 
substitute or some other product that is more essential in the defense 

ort? 

7 Retsn. Yes; we have. Last May when the Korean War 
started, we assumed that there was a possibility if there was an all- 
out war of there being a shortage of material. 

We started calling on the various Government procurement agen- 
cies, such as the Quartermaster, the Munitions Board, the arsenals, 
and the Navy and Air Corps, and so forth, in this particular area. Up 
until this time we have spent 167 man-days in an attempt to gain 
some business from:some of these various procurement agencies. 

Our equipment, you understand, is specialized equipment, and good 
for only what it is made for. We have not found the place, as yet, 
where any of the various procurement agencies are wanting to buy 
any of our products. 

Now, our capital is limited and we cannot expand. We do have 
the know-how, but we don’t have the money to buy the equipment. In 
fact, we have gone out and attempted to get an order, thinking that 
we might be able to obtain some finances in some way. 

Mr. Evrns. You have an accumulation of orders, as you outlined 
at the outset of your testimony. 

Mr. Retsu. That is right. 

Mr. Evins. Your problem is in getting the material. 

Mr. Retsn. That is right. 

Mr. Evrns. Go ahead, sir. 

Mr. Retsu. Now, after calling on all these various agencies and 
finding that we could not get an order unless we had the equipment 
to turn the order out with, and we could not get the equipment unless 
we had the order, it was sort of buck-passing proposition back and 
forth. So we got discouraged, Mr. West and myself, and last Janu- 
ary we went to Washington. We called on our Representatives, our 
Senators, and the various business organizations, attempting to find 
an answer to our problem, and it turned out to be more or less of a 
buck-passing rat race, that is just about the way it seemed, in these 
various agencies. 

However, I will say that we received the utmost of courtesy from 
everyone whom we called upon. 

r. Evins. Well, the story which you have related here is one of 
American free enterprise, of the American free enterprise system. You 
have grown from a small business with one or two employees to a 
large concern, in which you have an accumulation of orders, and you 
have advanced to the point where you are now looking for Govern- 
ment financing for further plant expansion. 

We have with us Mr. Walter O'Donnell, of the RFC, and maybe 
he can enlighten you and make ‘some observations on the testimony 
you have made. . 

Mr. O’Donnewt. Thank you, Mr. Chairman. 

I cannot make any observations, of course, on your inability to gain 
public contracts, but the RFC, the local office at 207 South La Salle 
Street, would be very happy to consider solving your financial diffi- 
culties at any time you are desirous of discussing it, and Mr. Heitman, 
of the Chicago office, is with me here and he will be very glad to 
discuss it with you fully. 
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Mr. Retsu. I would be most happy to discuss it with him. 

Mr. Evins. Do you have any further observation or specific recom- 
mendations to make to the committee, Mr. Reish ? 

Mr. Reisn. Well, there is one other thing that I would like to 
bring up because it is—or two other things—and I think that this 
should be reported to Mr. Dalmas, in all fairness to him, because |ie 
received me with great courtesy while I was in his office and attempte« 
to send me to a great many places that could do me a lot of good while 
in Washington, but he asked me to send him some brochures of ny 
little organization, which I did, and they were turned over, I believe. 
to the Munitions Board, I think Captain Mack in your office sent 
them all back to me. 

Mr. Datmas. May I say to Mr. Reish that that is news to me. 

Mr. Evins. That is also news to the committee. 

Mr. Retsu. I just got them last week, and I think it is no more 
than fair that I report that to you. 

Mr. Datmas, Thank you. 

Mr. Reisu. Because I sincerely believe you gentlemen are attempt 
ing to help us. If I could not feel that way, God } elp us. 

Now, there is another thing that legislation has ruled out, and that 
is the so-called 5-percenter. 

Now, I think it is really tough on small business. We rely local!) 
upon brokers, on sales distribution in a small organization, and it is 
done strictly on a commission basis. 

Because we have had some bad ones that passed out things that 
they should not pass out and took some commissions that they should 
not have had, and perhaps the positions which they held makes it 
rather difficult for a legitimate broker to operate who is used to dealing 
with the Government. 

Now, while we were in Washington we attempted to contact some 
manufacturers’ representatives and contacted some rather high-type 
individuals, but under the new regulations it is absolutely necessary 
to pay them a retainer of about $6,000 a year, with no guaranty 
whatsoever of business. 

I would appreciate it, gentlemen, as I have spent 167 hours—or 167 
man-days since last summer and have not received an order. 

If I went out to sell my products and did not get any more orders 
than that with that much effort, I would certainly be broke before 
I got started. 

Mr. Hauxieck. I might intervene to say this, that at Atlanta the 
other day a manufacturer’s representative was present and made 
some very emphatic statements about the risks involved in view of 
these new regulations, of his undertaking to represent even the clients 
whom he had represented down through the years. 

Mr. Retsu. That is right. 

Mr. Hauieck. We had had a controversy about it and we finally 
got out the language contained in the directive and we had some 
samples there, I think, of the books—it had to do what you did when 
you submitted a bid. 

Now, Mr. Dalmas tells me that the matter has been taken up wit! 
Mr. Larson and presumably we are to be assured that legitimate 
operations in this commission sales representative field are to be 
O. K. or to be considered as proper. 
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However, speaking only for myself, Mr. Chairman, as I read the 
language in that regulation, and having in mind the sort of a situa- 
tion that Mr. Reish talks about, where he does not want to put some- 
one on, or cannot afford to put someone on at a regular retainer fee 
the year-round, he yet might run afoul of the regulation if he went 
down and undertook to make a commission arrangement with some- 
one to represent him and try to get some business became the regu- 
lation refers to, at least in part, regular employees or commission 
agents. 

“Mr. Daumas. Mr. Chairman, as a small-business man, may I make 
a short statement ¢ 

Mr. Evins. You may make any observation you care to, Mr. Dalmas. 

Mr. Damas. I have been connected with business myself for about 
30 years and I have never known a time when a broker, a manufac- 
turer’s agent, or a legitimate commission merchant was not part and 
parcel of the business structure. 

fe have had this matter up with Mr. Larson and I assure you 
that if there are any kinks in it, for my part I will do my best to 
straighten them out. 

Mr. Evins. Thank you, Mr. Dalmas. 

Mr. Curtis? 

Mr. Curtis. Yes. I have two comments that I would like to make 
on that particular thing. There are none of us who want to see this 
illegitimate 5-percent flourish in Washington. 

Mr. Retsu. Certainly not. 

Mr. Curtis. And we hope we have not got it started, but I want to 
emphasize my agreement with Mr. Dalmas’ statement, that all of us 
realize that the manufacturer’s agent, the man who works on a com- 
mission, is a legitimate part of business and we want to be sure that 
that point is clarified. 

Now, the other thing I am very much disturbed about is your re- 
porting on this use of aluminum foil by other people in the tobacco 
industry and the milk-bottle industry that seem to be able to get it. 

Now, I think this committee certainly wants to be sure that if here 
is going to be any regulation or any allotment that everybody is 
being treated fairly and it does not look to me, if your reports and 
investigations will bear them out, that that is fair, and I certainly 
think the committee wants to correct that. 

Mr. Retsu. I believe if you have regulation M-7, and I think Mr. 
Dalmas is acquainted with it enough to know that household foil and 
everything but my frozen-food wrap has been banned. That is for- 
bidden. In other words, we have to quit making it. 

Mr. Curtis. But tobacco wrapping is not; is that right ? 

Mr. Retsn. That is right; tobacco wrapping is not on that list, nor 
milk-bottle caps. 

Those are two examples, and I might cite you hundreds of others, 
but I cannot understand why the discriminatory picking of certain 
items, 

In other words, any one thing that anyone is manufacturing in this 
country is necessary to our economy, and so long as it is legitimate, 
let’s put it that way, and I believe that it is necessary to not pick cer- 
tain things and say, like storm windows as an example, and there are 
hundreds, and I believe there is one appearing here yet today, those 
things are perfectly legitimate. 
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Mr. Curtts. I agree with you, and from what you have brought out 
we would want to review that and be certain. We have to prepare 
for our defense, and those items must be on there. 

Mr. Brownson. How many employees - you have now, sir? 

Mr. Retsu. I have at the moment 12. ak was 25. 

Mr. Brownson. And as to your sources Sele supply, vou have been 
dealing with the aluminum companies themselves direct ¢ 

Mr. Retsu. That is right, Aleoa, Reynolds, Kaiser, and some other 
rolling mills that make secondary operations. 

Mr. Brownson. Have you been offered any aluminum outside of 
these regular channels, any imported aluminum of any kind 

Mr. Rersu. None whatsoever. I made inquiry last winter to the 
Aluminum Corp. of Canada, in order to atvempt to buy some alumi- 
num, and they said that they could not send me any. 

Mr. Brownson. On that 5 percent question of yours, 1 don’t claim 
to be an expert, but I think you will find it is not necessary, if you 
employ that man or manufacturer’s agent to represent you generally, 
I think the distinction is that you cannot engage anybody for a spe- 
cific contract. 

In other words, if the Government were letting a contract to buy 
20,000 rolls of aluminum for this or that, you cannot employ a com 
mission agent for that contract only, and, of course, the reason for 
that was in order to protect the man who had influence on that par- 
ticular procurement, in order to protect the customer from selling his 
influence. 

But I believe if you were to engage a firm of commission merchants 
or manufacturer’s agents to represent you across the board in dealing 
with the Government, the matter of the retainer is not the deciding 
factor, but it is the fact that you are not employing them for one 
specific contract, and that is just to rule out the selling of influence. 
That was the only interest of the 5-percent probe, was to rule out 
the people in Government, or parasites close to Government, who were 
selling fluence. 

Now it was for that reason rather than ruling out the legitimate 
man who was contacting Government organizations and performing 
a legitimate service in merchandising your product. 

Mr. Rersn. Well, that was the information that I got while I was 
in Washington. In other words— 

Mr. Brownson. Were they law firms? 

Mr. Reisu. No; I called on no law firms. I called on manufacturers’ 
representatives, a couple of them that had been recommended to 
me before going to Washington, people who have sales organizations, 
making it a business to sell to the Government. 

Mr. Brownson. Thank you. 

Mr. Evins. Any further questions ? 

Mr. Brownson. Just one other: What was your third product! 
I got the freezer wrap and the household wrap, but what was the 
third product ? 

Mr. Reisu. That was a frozen turkey log wrap. It is a new method 
that has been developed by a man from California by the name of Fred 
George, and you might be interested in this, gentlemen, because it is 
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my understanding that at the present time he has obtained a contract 
from the Navy and also one from the Quartermaster. It is a ques- 
tion now of writing up the specifications and being able to supply 
enough material so that they can use it. 

They take all the bones out of the turkey, press into a log, and 
wrap it with heavy gage aluminum foil, and sharp-freeze it, con- 
serving a terrific amount of space in storage, and then it is cooked 
right within that wrapper and sliced like you would slice baloney 
on a slicing machine. 

Mr. Hatieckx. Where do we get that? 

Mr. Evins. The men in the service are going to fare well. 

Mr. Retsu. I think the Fox Brewing Co. of Chicago is going to 
be the Chicago manufacturer. The enty plant now making it is in 
Willmar, Minn. But that is another one of those things that we 
developed a special machine for the making of this wrapper, after 
the three major aluminum companies turned him down. 

Mr. Evins. We hope that this good independent citizen may get 
the Government contract or can convert to something in the war 
effort. 

Thank you for your testimony. 

Mr. Reisu. Thank you. 

Mr. Evins. The committee will call one other witness before lunch. 

Mr. Hauxiecx. Well, I think it might be better, Mr. Chairman, if 
we were to go over until 1 :30. 

Mr. Evins. Very well. The next witness will be Mr. R. A. Mil- 
ler. 

Mr. Mitier. Yes. 

Mr. Hatreck. Can you be here at 1:30? 

Mr. Mitzer. Yes. 

Mr. Hauieck. I think if we started with him now it would prob- 
able break the thing off. The Members of Congress and the folks 
here are going over for lunch with members of the Kiwanis and Rota 
Clubs, and to just have a quick look at the Purdue campus of which 
we folks are very proud, and we will be back here at 1: 30. 

I might announce at this time that the members of the committee, 
and the people here, are required to leave to go back to Washing- 
ton to be there in the morning, and the train leaves here at 3:35, 
and we are probably 15 minutes from the station, so we will have to 
conclude, if we start at 1:30, by 3: 10, or some such time, but I think 
by moving along we can hear everyone, Mr. Chairman, that is here 
and wants to be heard, and certainly that is what we want to do. 

Mr. Evins. Yes. The committee is adjourned until 1:30. 

(Whereupon, at 11:50 a. m., the subcommittee adjourned, to re- 
convene at 1: 30 p. m., this same day.) 


AFTERNOON SESSION 


Mr. Evins. The committee will come to order, please. 

Mr. Reporter, here is a statement on the structural steel industry 
that has been furnishd by Mr. John W. McMurray of Nashville, Tenn., 
which shall be placed in the record. 


86267—51—pt. 1——-41 
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(The document referred to above is as follows :) 


McMurray Srructurat Sreet Co., Ine. 
Nashville, Tenn., March 30, 1951. 
Hon. Jor Evins, 
Member of Congress, 
House Office Building, Washington, D. C. 

Dear Str: When you were in Nashville on March 28 to conduct the industria! 
mobilization meeting, I was a few minutes late and failed to hear the firs: 
speaker's remarks and consequently am in ignorance as to what may have been 
said. It is, therefore, possible that the remarks enclosed herewith may over|a) 
something already said by this speaker. I was not familiar with the program 
or the way that the meeting would be conducted until I arrived, and I had ex- 
pected to have an opportunity to express myself if I wished to do so. 

I talked to you just a few minutes before the meeting adjourned and you 
informed me that if I would send you such information as I enclose, that you 
would see to it that it was made a part of the information gathered at this 
meeting. I hope you will take the time to read over my remarks and give them 
consideration. 


Yours very truly, 
McMurray Srructrurar Sree Co., INc., 


By Joun W. McMurray. 


STATEMENT oF JouN W. McMurray, McMurray Srrucruran Street Co., Inc., 
NASHVILLE, TENN. 


We are one of several small businesses in Nashville, Tenn., who are engage:! 
in the fabrication of structural steel and who employ 25 to 50 workers (our 
estimate) and probably not more than 25 workers. The one largest structura! 
steel fabricating shop in Nashville may employ 500 workers, probably less, but 
by comparison is big business. It, by comparison with the country as a whole, 
probably is classified as a small business. 

Our business markets approximately 609 tons of structural steel shapes, 
plates, sheets, and bars, fabricated or plain, annually. We could sell more 
except we are limited by mill allocation on mill products, based on tonnage 


purchased from a particular mill over a period of certain pre-World War I! 
years. 

Prior to World War II, we purchased 50 percent or more of our mill products 
from an eastern mill for reason that we could purchase combination carloads 
of all mill products from them and they would equalize freight rates wit! 
nearest competitive mills to us. Other mills would not so cooperate. When 
freight equalization was outlawed, eastern mills withdrew from this territory, 


for which we have no criticism. Neither can we greatly criticize the mills 
which now serve this territory, for our small allotments, except that they pro- 
pose to go back more than 10 years in setting up our allocations. We think our 
allocations should be based on post-World War II purchases from them. 

We received from our one main source of supply 617 tons between July 1, 
1949, and July 1, 1950. We also purchased from other sources during the same 
period 60 tons. 

Between June 15, 1950, and January 1, 1951, we were unable to get any stce! 
whatever scheduled for rolling though we sent 16 orders to mill totaling 656 
tons. We have, however, received two carloads for which orders were place! 
prior to June 15, 1950. We have received shipment in March of a carload of 
bridge beams ordered in October 1950. We also have promise, more or less in 
definite, of additional shipments within the next 2 or 3 months. 

The reason given us for noushipment in 1950 was that mill considered it neces 
sary to clean up all backlogs before booking new business so as to be able to 
take care of defense orders. Because of statement by Mr. Olds, we question 
this as being absolutely correct. 

If such is true, we cannot complain, but no one has been able to tell us where 
the steel is going. The mills are reputed to be producing more steel than ever 
before and according to Mr. Irving 8. Olds (see Wall Street Journal of Commerce. 
Southwestern edition, March 21, 1951) United States defense orders and essenti:! 
civilian programs will absorb about 23 percent of its tonnage, three-fifths defens 
orders and two-fifths essential civilian orders. Thus. Government-sponse! 
projects are taking only 23 percent of the steel produced, leaving 77 percent for 
Mr. Olds’ statement implies that many buyers ordered from m 


d 


civilian use, 
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and were able to buy heavily. It also appears they may not have been limited 
by allocations. 

We have been unable to find out what our allotment is, if any. 

From several recent broadcast inquiries by us to all mills which we know of 
and all warehouses serving this territory and most of the large shops similarly 
located, we have been unable to find steel for sale. We refer to certain definite 
items of standard shapes, etc. Unless we have orders with DC ratings there 
seems to be small prospect of our buying steel for delivery at any reasonably 
definite date. Under the circumstances, it is extremely difficult to sell any steel 
whatever, since most customers want to have some approximate delivery date 
in order to make up construction schedules. All Government agencies demand 
definite delivery dates, viz: TVA but they can furnish no DO rating and accord- 
ing to mills, are in same category as buyers for other permissible structures. 
There is steel to be sold for a lot of public structures, such as public office build- 
ings, school buildings, hospitals, churches, factory buildings, and additions and 
many other structures. Who is getting all of this steel? One hundred percent is 
100,000,000 tons per year, less 23 percent for Government, leaves 77 percent for 
civilian use, or something more than 77,000,000 tons. The best years before 
World War II seldom called for as much as 65,000,000 tons mill production, We 
refer to United States production. 

According to Government regulations relating to labor, wages, etc., a shop 
employing less than 500 workers is a small business, i. e., 500 workers is the 
breaking point between so-called big business and so-called small business. We 
make no complaint about this 500-man breaking point or about big business for 
that matter. In fact, we consider big business necessary. However, a structural 
steel fabricating shop employing 400 to 500 workers is big enough to own the 
most efficient and modern machinery and operate with highest efficiency and 
would have sufficient capital to compete with other big business, except sub- 
sidiary shops of steel producers (steel mills). It makes no particular difference 
to these shops what materials or labor cost, so long as one has no particular 
advantage over aonther, except they want to keep the selling costs of their 
products to such level that consuming public will buy their products. 

Governmental agencies and organizations and their individual members, from 
President down, give lots of lip service to destroying big business by various 
methods, to which we object, and to helping small business at which we smile, 
wryly. When an emergency occurs as at present, big business is called in and 
overloaded with orders, finances, priorities and all kind of favors, and to which 
we most heartily agree in general with minor exceptions. After the emergency 
is over, big business is bad and must be dismembered into small businesses be- 
cause it is efficient and reduces the cost of essentials and luxuries to average 
citizens. 

Small business (I mean 100 workers and less) is small because it lacks fi- 
nances. It can’t compete with big business because it cannot buy the tools and 
equipment of efficiency and cannot organize its workers into efficient operating 
units. If it acquires finances by bank loans or munificence of taxpayers money, 
it becomes big business. 

In general we are against the persecution of business in general though it 
may require some regulations from time to time. We also are against using 
taxpayers’ money to finance either new or established businesses. We are gen- 
erally opposed to hand-outs. If loans to essential businesses are necessary they 
should be made on same basis as by banks. 

Generally, the specifications written by governmental agencies prohibit the 
small fabricator from bidding. A small fabricator cannot pay wages required 
by Wagner law and compete with shops equipped with every modern facility 
and more or less automatic machinery. An order from the Government for 
$10,000 makes seller subject to this law. However, the tonnage in such present 
day order is from one-third to one-fifth of the tonnage as when the law was 
passed. It is throwing all the business to the automatic shops, whereas, the 
small shop such as ours uses more men per ton, probably two or three times as 
many. We think this law should be eliminated relating to shops working 50 to 
7 men and raising the contract value from $10,000 to $50,000 before the Wagner 
law applies, 

We also think that the wage and hour law should not apply to employers of 
less than 25 men. No employer can retain a man at a wage of less than he is 
worth. There are a great many persons who are not worth the minimum wage 
who na of work but who could find jobs at what they can earn, if the law 
permitted. 
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Big business sets the price of all commodities and regulates the prices of al! 
vendors without aid of Federal regulations. 

Within recent weeks a team of advisers from the Commerce Department visited 
Nashville under the title of Government Small Business Clinic. They were very 
positive in informing the gathering that it is very difficult for small business to 
do business with the Government. 

In our case, we must try to find something needed by Government which we 
think we can make and at a price below all competitors, without knowing their 
prices. If we win, we must make it under rigid supervision. We think that 
small businesses should be offered business at average prices, based on what is 
being pair to others. The price probably would be below what the small business 
would bid and probably below what it would accept but would give it a chance 
maybe to get a start, perhaps a break-even price, if it is brave enough to try. 

Statements were made by these visitors that the Office of Small Business, De- 
partment of Commerce, is set up to help small business to procure the materials 
necessary to continue in business in times of emergency. We wrote Mr. Jas. L. 
Kelly, Acting Director, shortly after the Nashville Clinic and are yet awaiting 
a reply. 

In recapitulation, it seems to us that construction work in general such as 
referred to herein should be prohibited if materials are not available. If the 
construction is permissible, the scarce materials should be made available to 
the successful bidder, after DO allotments are filled. We think that Government 
business should not be offered to small business unless conditions are made such 
that small business can compete with some hope of success and without being 
subsidized with taxpayers’ money. He also helps pay the taxes, or should. 


Mr. Evins. Mr. R. A. Miller, will you come forward, please. 


STATEMENT OF R. A. MILLER, PLAYTIME PRODUCTS, INC., 
WARSAW, IND. 


Mr. Evins. All right, sir, you may state your name and give the 
name of your organization. 

Mr. Miter. My name is Richard A. Miller, and I am with Playtime 
Products at Warsaw, Ind. 

I can say briefly that Warsaw is a town of 6,000 and our company is 

»robably the second largest in the point of employment, and while it 
is not large, the total employment would probably be 150. 

Warsaw has no major industries but a lot of the smaller ones. 

We have been in business since 1938 and the principal and only prod- 
uct is doll carriages. 

Our major customers are Sears, Roebuck, Firestone, Grant Stores, 
and Goodrich. 

We have a question that concerns NPA Order M-47. A careful 
study of this order reveals that compliance in our case would bring our 
level of operation below the break-even point, and within a brief period 
of time force the liquidation of our business. 

We have prepared a usage chart in draft form, which I should like 
to present with this report, from which the seasonal aspects of our busi- 
ness are very apparent. 

In a normal year there is usually no production whatsoever in the 
first quarter and very little in the second quarter. This lack of pro- 
duction in the first two quarters is a result of the nature of the toy 
industry. 

At a retail level approximately 80 percent of sales are made in the 
last quarter of the calendar year, culminating at Christmas. For this 
reason the American Toy Fair, annually held in New York, is not 
scheduled until March. 
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At this time new models are revealed and orders are taken, the bulk 
of which orders are for deliveries in the third and fourth quarters of 


be ong 

igh production of an unrevealed product prior to the toy fair 
oul not only be unwise but in fact impossible. Even customers of 
long standing feel an obligation to view competitors’ models, products, 
and innovations at the toy fair. 

Further, by reason of the bulky nature of the product and limita- 
tions of warehouse space, it is impossible to produce efficiently more 
than one month prior to shipment. 

The warehouse space requirement problem follows the product 
through the jobber and retailer levels and further account for the sea- 
sonal nature of sales in this industry. 

We have prepared a second chart, as a schedule to show, accordin 
to our best thinking on NPA Order M-47, what we would be permitted 
to use in 1951. 

It is self-evident that to operate with 18 to 16 percent of our last 
year’s third- and fourth-quarter steel use would be impossible. 

This then becomes our question. It is apparent to us that some 
concerns may be receiving larger allotments of steel to use than would 
be their usual practice due to the fact that their seasonal peak is in 
the first two quarters. This is directly opposed to the toy industry 
whose peak usage is in the third and fourth quarters. 

Now, we wish to ask, what provision has NPA made to rationalize 
such variances, seasonal variances ? 

Mr. Evins. Mr. Bartlett, can you answer that question ? 

Mr. Barrterr. I don’t think we have gotten to that point. There 
was some question as to our basing period having been wrong, that is, 
the purchases during the first 6 months of the year, certain industries 
claimed their greatest demand was in the latter part of the year. 

We have to develop an experience table before we can take into 
account these various seasonal fluctuations. I don’t believe anything 
has been done. 

Mr. Evins. Would you suggest his filing a hardship application ? 

Mr. Barrierr. I think he should. I think the witness should con- 
tact our local regional office and I am certain that they will be glad 
to consider his case individually. 

Mr. Evins. Mr. Miller, how long have you been in this toy manu- 
facturing business ¢ 

Mr. Mitter. Since 1938. 

Mr. Evins. Since 1938? 

Mr. Miter. Yes, sir. 

Mr. Evins. How much has been the average annual tonnage of 
steel that you require ? 

Mr. Mruter. In the year 1950 we used 680 tons. 

Mr. Evins. 680 tons? 

Mr. Miiier. That amount was less than our usage in either of the 
two previous years. 

In addition to our use of steel we use a great deal of leather, cor- 
rugated rubber tires, and so on and so forth, in a typical year in which 
our sales volume might be from three-quarters of a million to a mil- 
lion dollars, if we say a million as an example, about half that or 
$500,000 would go into material. 
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Then again about a third of that would go into steel, so that the 
balance of the material cost is items other than steel. 

Mr. Evrns. Of course, some agencies of the Government may not 
consider toys an essential product, but it is certainly an essential indus- 
try for the happiness of the home and morale of the people generally. 

r. Mrtter. We recognize, I think, the unessential feature of the 
business but from our viewpoint it does not seem apparent that it has 
been the desire of NPA to completely eliminate businesses of our type 
at this time, but in point of fact, if the regulation were followed 
strictly it would have that result. 

Mr. Evins. Do you feel that your company has been given fair con- 
sideration by the representatives of this agency which you have 
contacted ? 

Mr. Mitter. I certainly do, yes. The president of our company has 
been to Washington twice, I believe, to seek relief from this particular 
rule, which is M-47, and while our trip today overlapped, we have 
heard by phone that while no definite decision was made we were 
told to go ahead in a sensible manner until some ruling could be made 
in our case. 

Mr. Evins. Have you given any consideration to the use of your 
facilities for the manufacture of some other product that would be 
considered more essential ? 

Mr. Mitier. We have, and we have done some work in that direction. 
In point of fact, in the last war the plant facilities were used in the 
manufacture of Army cots, litters, folding dental chairs, and at the 
moment we have made a very considerable effort in that direction, and 
there seems to be no order of the kind of war material that we can 
produce. 

Mr. Evins. If you can obtain a percentage allocation of steel you 
could continue limited operation in the toy business, and you would 
also have facilities for Government contracts if you could procure 
them ¢ 

Mr. Miter. That is right, and it is our thinking that it is the inten- 
tion of NPA to reduce steel usage, let’s say about 20 percent at this 
time. 

And if that was their intention, then in the particular case of the 
toy industry, certainly ours in particular, that is not the end result as 
a strict interpretation of the law, we have a competitor that is in 
Congressman Curtis’ district, the Welsh Corp., and Welsh also manu- 
factures baby carriages. 

It is their practice, we believe, and it is an opinion, that when he 
stops making doll carriages and starts making baby carriages, so in 

oint of fact his usage factor in the first half of 1950 must be most 
avorable tohim. That is a matter of supposition, of course. 

Mr. Evrns. This is the first time this particular problem of the toy 
industry has been brought to the attention of the committee. I would 
suggest that you take the matter up with Mr. Bartlett of NPA. 

iN ay I say that the committee has been were, pee on-the-spot 
answers oma proper decisions and interpretations be given to repre- 
sentatives of small business in the field, rather than necessitating 
their going to Washington. ° 

The committee will take the matter under advisement and endeavor 
to be of help on this to you. 
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Mr. Hatieck. I want to apologize to Mr. Miller, I had to be absent 
because I had a few arrangements to make for folks who had specific 
problems. I do know of his operation and I want to be helpful if 
I can. 

Mr. Mutzer. Thank you. 

Mr. Brownson. What form do you use your steel in, Mr. Miller? 

Mr. Mutier. The three principal steel requirements are all cold 
rolled in coils and light gages. Does that suflice 

Mr. Brownson. How is your stock at the present time of material ? 

Mr. Miter. I would say it was good. 

Mr. Brownson. You availability right now, the availability stock 
is good? How is your availability right now ‘ 

Mr. Miter. Well, I should have to confess that we have had good 
fortune in securing steel, sir. 

Mr. Brownson. Have you been getting your steel all through your 
normal sources of supply ¢ 

Mr. Mitter. That is right. 

Mr. Brownson. Do you deal with wholesalers customarily, or direct 
with steel mills? 

Mr. Muizer. Our principal items are bought from the mill, and 
the secondary items are bought through warehouse sources. 

Mr. Brownson. You have had no contacts at all with the black 
market in any way ‘ 

Mr. Miter. No; I have not. 

Mr. Brownson. What did they do about the toy fair during World 
War II, did they freeze your lines, or what happened there’ I just 
don’t remember. 

Mr. Miizer. The toy industry in June of 1942, anything that was 
associated with steel was completely knocked out. It happened in 
June of 1942, I think they were given 6 months’ grace from possibly 
January 1 of 1941 until June 30 of 1941. I am relying a little on my 
memory there. 

Mr. Brownson. There are many seasonal businesses that are hav- 
ing the same difficulty as yours, which makes me hope that the NPA 
will be able to solve that, as undoubtedly they will shortly. 

It also makes me curious to understand why so many control agen- 
cies in the past have picked a certain part of the year in making a 
quota around the year. 

Mr. Mitxer. Well, of course, sitting at a remote distance, I sup- 
pose it is rather hard to rationalize that, but possibly NP A’s thinking 
was that the last 6 months of the year 1950 was a period in which 
there was an undue volume of business, due to the Korean situation, 
which point I think was well taken, if that was their line of thinking. 

But we have checked that very carefully and we find that our steel 
usage in the two previous years was less than it was last year. 

Mr. Brownson. Thank you. 

Mr. Evrys. Thank you, Mr. Miller. 

Mr. Mutter. You are welcome. 

Mr. Evins. The committee will call Mr. Paul E. Ryan. 

But first, the documents that Mr. Miller has presented may be made 
a part of the record. 
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(The documents referred to above are as follows:) 
PLAYTIME Propucts, INC., 
Warsaw, Ind., March 29, 1951. 


Mr. Pum SMITH, 
Chamber of Commerce, 
Lafayette, Ind. 
Dear Mr. SmMiTH: We enclose three copies of our question on Order M-47 which 
we wish to submit for approval of the congressional committee, of which Rep- 
resentative Halleck is a member, and which committee proposes to meet in 
Lafayette, Thursday, April 5. 
Myself and Mr. Smallwood will be on hand at the courthouse at 10 a. m. 
Yours very truly, 
PLAYTIME Propvucts, INc., 
R. A. Mrtter, Vice President. 


STATEMENT OF R. A. MILLER, VICE PRESIDENT, PLAYTIME Propucts, INc., WARSAw, 
IND. 


The question which we should like to ask is concerned with NPA Order M-47. 

A careful study of this order reveals that compliance in our case would bring 
our level of operation below the break-even point and within a brief period of 
time force the liquidation of our business. Our usage chart for 1950 (chart No. 
1) is attached, from which the seasonal aspects of our business become at once 
apparent. 

In a normal year there is usually no production whatsoever in the first quarter, 
and very little in the second quarter. This lack of production in the first two 
quarters is a result of the nature of the toy industry. At a retail level approxi- 
mately 80 percent of sales are made in the last quarter of the calendar year 
culminating at Christmas. For this reason, the American toy fair, annually held 
in New York, is not scheduled until March. At this time new models are revealed 
and orders are taken—the bulk of which orders are for deliveries in the third 
and fourth quarters of the year. High production of an unrevealed product 
prior to the toy fair would not only be unwise, but, in fact, impossible. Even 
customers of long standing feel an obligation to view competitors’ models, 
products, and innovations at the toy fair. Further, by reason of the bulky 
nature of the product, and limitations of warehouse space, it is impossible to 
produce efficiently more than one month prior to shipment. The warehouse space 
requirement problems follow the product through the jobber and retailer levels 
and further account for the seasonable nature of sales in this industry. 

We have prepared as chart No. 2 a schedule which shows, according to our 
best interpretation what our allotments would be under NPA Order M-47. It 
is self-evident that to operate with 18 to 16 percent of our last year’s third and 
fourth quarter steel use would be impossible. 

It is apparent that some concerns may be receiving larger allotments of steel 
to use than would be their usual practice due to the fact that their seasonal 
peak is in the first two quarters. This is directly opposed to the toy industry, 
whose peak usage is in the third and fourth quarters. 

This, therefore, is our question: 

What provision has NPA made to rationalize such use variances? 
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Mr. Evins. The committee will now call Mr. Paul E. Ryan. 
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STATEMENT OF PAUL E. RYAN 


Mr. Evins. You may state your name and proceed. 

Mr. Ryan. My name is Paul E. Ryan, but after thinking the matter 
over I think I will waive my time for somebody else, because I have 
already found out what I want to know. 

Mr. Evins. Thank you very much. 

Is Mr. Roy L. Eickstatt here? 

(No response. ) 

Mr. Ear! Quick? 

Mr. Quick. Yes, sir. 

Mr. Evins. Will you come forward, please. 


STATEMENT OF EARL QUICK, EARL QUICK & SON, 
ROCHESTER, IND. 


Mr. Evins. Mr. Quick, you may be seated. Give your name and 
your organization and please proceed with your testimony. 

Mr. ane My name is Earl Quick, and I am with Barl Quick & 
Son, Rochester, Ind. 

We are in the retail merchant business, and we have had trouble in 
getting material. 

This thing scares me, I guess [indicating microphone]. 

Mr. Hatieck. You need not be a bit disturbed about that. 

Mr. Quick. But I guess there isn’t any danger of contempt of Con- 
gress here, I don’t suppose. | Laughter.] 

If what’s his name got by, I ought to. 

We have an allocation of five cars of fence from one supplier, and 
we have not received anything since November, and we have about 
three cars of fence on the books as orders, and the other two suppliers 
have not gotten our allocations fixed up yet. 

The farmers are really desperate in our community. As a matter 
of fact, they don’t know just what they are going to do with their 
livestock. 

So it seems that our manufacturers cannot help us with any mate- 
rial, without permission from the board, and during the other war 
they had permission to ship your quota as they saw fit. 

Mr. Hatxieck. I wonder if Mr. Bartlett could comment on the ne- 
cessity of some sort of permission or order to ship fence, and I am 
glad you brought this up, Mr. Quick, because as one Member of Con- 
gress I have been hearing from a lot of people around over my area 
who are complaining about their inability to get fence and fencing 
material, and it is becoming a very critical situation that certainly 
would not be conducive to the high productivity level of livestock and 
other things, if we cannot do something about it. 

Mr. Bartlett, what is the situation in t to fence? 

Mr. Barrett. I am sorry that I do not have a direct answer to that 
inquiry, because I think that is included in this agricultural order that 
was brought up this morning, a copy of which I have not as yet re- 
ceived, but I can assure you that we will be very glad to check into 
it. We are returning to Washington this week end, and we will see 
what we can do about it. I have not received a copy of the agricul- 
tural directive or order having to do with that. 
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Mr. Quick. Well, the season is—well, it is not past, but it is very 
important right now, because you may be familiar with it, but the 
majority of fence is built before the farm work starts, and we have 

t a number of customers who are e Boing to have to do something with 
Sueir livestock or make some different arrangements if they don’t 
procure fence from some source. 

Mr. Evins. Do you operate one or a number of hardware stores? 

Mr. Quick. Just one. 

. ne Evins. I believe you said you had five carloads of fence on 
an 

Mr. Quick. No; I don’t think there is a roll of fence in our part of 
the country. 

Mr. Evins. It is on order? 

Mr. Quicx. It is allotted to us from this one company; that will be 
the amount we are entitled to during the year. In the other war they 
took, during 1940 and 1941, we got 50 percent, or were allotted 50 per- 
cent, which was a car a month. 

We never received over, I think, 11 cars in 1 year. 

Mr. Evins. Who is the supplier? 

Mr. Quick. Pittsburgh Steel. 

Mr. Hatieck. Mr. Quick, you said something about your county 
and the supply of fence available. Do you have'any information gen- 
erally as to the situation in this part of the State? 

Mr. Quick. Well, I don’t think that there is a roll of fence in our 
county that is for sale, and there has not been for a week, because 
we have released our customers, they never were tied so far as that is 
concerned, but they came in and gave orders to protect themselves, 
and when we saw that we were not getting any place, when we knew 
of any other firm that had it, we sent them over there. 

It has been cleaned up slick and clean. I don’t believe there is a 
roll of fence in our county. 

Mr. Hauieck. I suppose if that prevails in Fulton County, I sup- 
pose that prevails in the whole section. 

Mr. Quick. It is in the next county, I know. The fence representa- 
tive says that the fence being shipped is being shipped to jobbers and 
the big mail-order houses, and the farm bureaus. 

Mr. kK. What was that again? 

Mr. Quick. One representative told us that the fence is being 
shipped to the larger accounts, such as the mail-order houses and farm 
bureaus. 

Mr. Evins. Mr. Brownson ? 

Mr. Brownson. How many sources of supply did you ordinarily 
have for fence? 

Mr. Quick. Three. 

Mr. Brownson. You buy from three different people? 

Mr. Quick. Yes, sir. 

Mr. Brownson. Out of those three, one allotted you five cars? 

Mr. Quick. That is right. 

Mr. Brownson. Did the other two turn you down flat? 

Mr. Quick. No, no; that has not come out yet for sure. I just don’t 
understand what the set-up was. One we mer not get any from, 
because we are a new customer of theirs, and they don’t think they 
can transfer allotments. The other one hoped to get it out in the © 
second quarter, but that would be too late. 
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Mr. Brownson. Have you seen any evidence in your own local 
operation that the farm bureaus and the branches of chain stores and 
mail-order houses have had fence when you have not? 

Mr. Quick. They have had three cars since January in our town. 

Mr. Brownson. And you have not had any since January ? 

Mr. Quick. No, sir. 

Mr. Brownson. Thank you. 

Mr. Evins. Mr. Dalmas. 

Mr. Datmas. Mr. Quick, you said that in 1940 and 1941, I believe, 
using that as a base, that you got 50 percent of your normal supply? 

Mr. Quick. We were allotted that much. 

Mr. Damas. I see. And now under present conditions, as compared 
to all-out mobilization, you are only able to get five ears? 

Mr. Quick. Yes, sir. That is from one supplier. Well, it was the 
same supplier, we only had one at that time. 

Mr. Daumas. I see. And that amount, that 50 percent, amounted 
to one car per month ¢ 

Mr. Quick. Yes, sir. 

Mr. Datmas. In other words, under all-out mobilization you were 
able to get more fence than you are during this partial mobilization 
period at present ? 

Mr. Quick. Yes, sir. 

Mr. Datmas. That is all. 

Mr. Evins. Mr. Dalmas and Mr. Bartlett, I want you gentlemen to 
view this testimony that this witness has given, and communicate 
with him upon your return to Washington and see what favorable 
report you can give him. 

hank you, Mr. Quick, for your testimony. 
Mr. Charles M. Smith, will you come forward, please. 


STATEMENT OF CHARLES M. SMITH, HYSTER CO., DANVILLE, ILL. 


Mr. Evins. Mr. Smith. 

Mr. Smiru. I believe everybody has covered about the same prob- 
lems we have. I think I will pass my testimony over to the next 
person. Thank you. 

Mr. Evins. What is your industry, Mr. Smith? 

Mr. Smiru. Well, I will be glad to talk about it a minute. 

Mr. Hatieck. Come up here and tell us about it for a minute, as to 
what your trouble is. 

Mr. Evins. Give your name, your organization, and tell us what 
your problem is for the record. 

Mr. Smirn. Thank you. I am Charles M. Smith, purchasing agent 
for the Hyster Co., located in Danville, Tl. 

I think our greatest concern at the moment is where the CMP pro- 
gram is going to come in, or where it is not, and like these gentlemen 
that have preceded me, our greatest worry is how long we are going 
to be able to obtain materials. You might say that the stock of mate- 
rials are continuously diminishing. 

To illustrate what we have come up against in a pretty fair-sized 
operation 

Mr. Hatieck. What is your product? ‘ 

Mr, Smirn. I am sorry. Our product is industrial lift trucks. 

Mr. Hatieck. Just what is an industrial lift truck? 
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Mr. Smrru. It is a fork lift truck, more commonly known as mate- 
rial-handling equipment, in other words, lift and transport materials. 

Mr. Hauteck. I might say at that point that I have had one consti- 
tuent, he was not doing business with your company, I don’t think, 
who has had some of those lift trucks on order for a long time and 
he cannot get them, and he tells me that it is seriously hampering 
him in his operation, which is a defense operation. 

Mr. Smirn. A great deal of that sort of situation arises, as this is 
a labor-saving device. In other words, people have wanted to speed 
up their operations and save their labor, and that is where our equip- 
ment has been of big value, almost entirely in our case in the civilian 
economy. 

In the purchasing department of our plant, I am the purchasing 
agent, wes prior to Korea we had about 6 people in our purchasing 
department, and we had to enlarge that to 13, just to be more sharp 
on watching our shortages. After all, it takes about 2,000 items to 
build two or three models of trucks, and recently we put 5 men on 
the road with automobiles, hired by the Hyster Co., and all they are 
to do is go where we point out and try to break materials loose. 

My point, gentlemen, is that we have seen a continually tightening 
picture, where we are not directly involved in our particular plant 
in war work. Probably the toughest problem we face right today, 
and our suppliers, after all, we live with about 200 different suppliers 
and vendors, is the vacillation, I would say, of the CMP program. 
For example, most of us were fairly well assured, I think, that it 
was coming in in about July, which would presumably give your com- 
pany information, whether good or bad, about the allocation of 
materials. 

After all, all of us are fighting a diminishing supply of material. 
There is no secret about it, providing sales stay up where they are 
today. 

A lot of us were disturbed in the past week or two. Everybody 
does not agree in these comments, there is a wide range of opinion, 
that the CMP now that they are talking about, maybe we won't need 
it, and maybe we will get by without it. 

I will offer for the record that it is my opinion that we could not 
continue without a lot of wreckage left behind us of various in- 
dustries, possibly including ours, unless some kind of a decision is 
arrived at and there is a more closely controlled allocation of materials. 

I will make myself more clear, if anybody has some questions. 

Mr. Evins. Are you making any sales of your product to the 
Government ? 

Mr. Sirn. Well, let me clarify this, in our Portland plant, yes, 
because that is a machine that has been long accepted by the Govern- 
ment, the heavier machines. They have large contracts now, and 
they also have some contracts for the winch equipment, in our winch 
division, it is accessory equipment on caterpillar tractors. 

Mr. Evins. Well, I should think that where the Navy and stevedor- 
ing and elsewhere are using your material, that you could make a 
very fine appeal for the necessity of your material. 

Mr. Smirn. Yes, sir; that is right, although the Government uses 
a four-wheel solid tire, water-cooled product, and we have a three- 
wheel pneumatic, air-cooled, because of specifications we never par- 
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ticipated too extensively in the particular models. We build for the 
civilian trade, and it is quite demanding. 

Mr. Evins. You could make them with four wheels, if the Govern- 
ment wanted them that way? 

Mr. Smiru. Yes, it could be done. To be quite frank about it, I 
don’t know who is going to continue to fill the terrific civilian demand. 
We do have trucks, not a very large percentage of our business, but we 
lo have a certain amount of trucks going to civilian users who are 
authorized to extend a rating, but they are very small, and you might 
say at the moment that we are in the general market, along with every- 
body else, fighting a very tight supply. 

I see some small things in the field that I would like everybody to 
know about, because I live with them. . 

For example, DO-97, maintenance repair, it worries me as a pur- 
chasing agent to see the regulation flagrantly violated, which I think 
is happening and is going to happen. I get these things from sales- 
men calling on me, people who are not keeping records of their DO’s 
as they extend them. 

Another thing, I don’t like in the general trade, is manufacturers 
demanding a before you can buy equipment. 

For example, manufacturers of filing cabinets are not restocking 
their distributors, unless the distributors get a DO when they sell 
filing cabinets. I may be wrong, but I don’t think that is the intent 
of the law. Of course, I am questioning whether in the long range 
the program will stand up without certainly a lot more clarification, 
and maybe some enforcement behind it. 

Mr. Evins. I feel quite sure that the committee and the interested 
Government agencies would be pleased to receive information of vio- 
lations of a nature which you have described, if you will be specific 
and give names or practices. 

Mr. Smrru. I am naming the practices. I have heard of numerous 
instances that I thought were violations. 

Mr. Hatieck. Well, I think it is very helpful to have on the record 
your observations as to what has come to you as a matter of observa- 
tion, and that we should all be on the lookout for it. 

Mr. Smiru. That is the reason I wanted to give that sort of com- 
ment, because all of us in this purchasing business, now, I am sure, 
are noticing things like that happening. I feel like it is somebody’s 
duty to start talking about it. 

Mr. Hauircx. I always thought that purchasing agents were roy- 
ally entertained by people that have things to sell, and apparently 
there has been a kind of a turn in that lately. 

Mr. Sarru. I think the year 1949 was the only year since the war 
when things were halfway normal. We are a postwar company in 
Danville, we are a new plant, and I would say all of the people we 
have employed, all of the people we have joined up with as vendors, 
in 99 percent or more of the cases have been good vendors, people 
that tried to keep us going, — their best to help us, and that even 
goes for the milfs, but your steel demands have been so terrific since 
the war, that we as a new company could, like many other companies, 
have not obtained a good quota of raw steel, and we have suffered 
continuously due to really no other reason except a short supply. 
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Now we go into the current times with the Government building 
up our mobilization, which we are certainly 1,000 percent behind, but 
the only thing we are discussing here really is short supplies. 

It is like a teacher having maybe 100 pieces of candy to give out 
ot 125 children, and what happens to the other 25? That is what we 
are worrying about. 

I think in the long range that if the Government can be a bit more 
positive, it seems like we have had enough months now to kind of 
get started on this sort of thing, and if they can be a little more posi- 
tive in the material allocation program, it would probably stop a lot 
of jitters that are going on now, fighting over the short supply of 
steel. 

Mr. Evins. Any further questions, Mr. Halleck? 

Mr. Hauuieck. [ think not. I think what the gentleman has had 
to say to us has been very helpful and that it will be useful. 

Mr. Brownson. How many companies are there in this material 
handling equipment field ? 

Mr. Srru. I think about 36 companies as good strong competitors, 
and probably more than that, some of them going into the smaller 
hand trucks, 

Mr. Brownson. How many plants does your company have? 

Mr. Smirn. We have three, one in Portland, one in Peoria, and 
one in Danville. 

Mr. Bsownson. Do you buy separately ? 

Mr. Smiru. Yes, sir; we buy pamirenely. 

Mr. Brownson. How many employees do you have in Danville? 

Mr. Smrru. We have 430 in Danville. 

Mr. Brownson. Your problem, then, is a shortage of steel. 

Mr. Smirn. I think that practically all of our troubles are traced 
to shortages of steel, because here is a sort of corollary situation that 
we run up against, most of our suppliers furnish steel in one form 
or another, bearings and axles, and now we are at the point where 
we have to use the people I was telling you about to buy supplies. 
Your supply situation is getting stretched awfully thin. 

Mr. Brownsox. Have you received any propositions to buy steel 
above the going market price? 

Mr. Smrru. You mean just buy high priced steel ? 

Mr. Brownson. Well, we can either call it high priced, or go into 
the gray or black market deal on it? What I mean is, steel above the 
normal prices, that you would consider as a good purchasing agent 
to go out and buy. 

Mr. Smrrn. I would say that probably since June I have had 50 
offers or something like that. 

Mr. Brownson. You have about 50 offers? 

Mr. Smrrn. Yes, telephone calls, no personal contacts. 

Mr. Brownson. Have you had any telegrams or letters? 

Mr. Smirn. Well, a few wires. 

Mr. Brownson. A few wires? 

Mr. Smrru. You see, a common practice in that field is for some- 
body who has cornered some steel some way or other—you speak of the 
gray market steel, steel can become gray market through a number of 
transactions, A sells to B, B sells to C, and so forth. 
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Mr. Brownson. You mean adding the different profits on? 
Mr. Smirn. That is right, and they wind up a couple of months later 
and say, “Say, I have some nice 12-cent steel that I would like you to 


buy.” 

Mr. Brownson. A submanufacturer gets the steel, and he finds out 
that m can get more for it than for manufacturing an article out 
of it 

Mr. Smiru. I think that is possible, but I have never run into it in 
the hands of manufacturers. 

Mr. Brownson. How do you think that it gets into the hands of 
these gray-market people? 

Mr. Samrru. I am now getting completely into the rumor or hearsay 
situation. 

Mr. Brownson. We would like to know what your opinion is, how 
the steel gets into the gray market. 

Mr. Smiru. Some steel has gone into the so-called gray market 
through the import buying of foreign steels. In my opinion, I think 
excess mark-ups or profits have been taken out by two or three people 
involved between the time the steel starts in the foreign field and gets 
to the United States. That is one case. 

Another case is where somebody takes what you call rejects, that is, 
maybe not perfect material, for distributing through normal chan- 
nels, and they hike the price terrifically when they get their hands on 
it. Some of them get it through actual bids from the mill. Some of 
them have, as you first said, probably purchased it from a few sources 
around the country, where it may have been located, and they coul: 
get their hands on it. 

Of course, anybody in the steel game now and then will probabl) 
hear where payoffs were suspected in the mills. I checked into that a 
couple of times myself in the mills in Chicago, being very good friends 
to them, and I have satisfied myself that it is almost impossible—I 
mean, from talking to the sales managers, they have assured me that 
they are constantly on guard for that sort of thing, and they kill it if 
they can, if they ever find it. 

Mr. Brownson. Do you export many of your lift trucks? 

Mr. Smrru. Yes, we do, quite a good number. I don’t know the per 
centage offhand. 

Mr. Brownson. Into what markets? 

Mr. Smiru. Well, it is world-wide. Quite a few to Europe, Italy, 
Africa. 

Mr. Brownson. Thank you very much. 

Mr. Evins. Mr. Dalmas? 

Mr. Darmas. I believe the witness has so ably covered the subject. 
Mr. Chairman, that I have no questions. 

Mr. Smiru. Thank you very much. 

Mr. Evins. Thank you, Mr. Smith. 

The committee will now call Mr. B. J. Wagner. 


STATEMENT OF B. J. WAGNER, KOOLVENT ALUMINUM AWNING 
CO., LAFAYETTE, IND. 


Mr. Evins. Will you have a seat, and give your name and your 


organization and proceed. 
Mr. Wacner. Thank you. My name is B. J. Wagner, and I am a 


dealer at Lafayette for Koolvent aluminum awnings. 
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I am speaking as a dealer, an aluminum awning dealer, and also for 
the Koolvent Awning Corp. of Indiana, a manufacturing concern 
that manufactures our gto 

In Indiana we have 14 dealers. I happen to be one, and the oldest. 

I have been in business 3 years. 

I will point out as quickly as I can, and as conscientiously as I can 
the effect of order M-7 upon our business. 

We all realize that we have been given an extension of 30 days on 
the production of awnings, storm windows, and so forth. We are in 
the poistion of having a death sentence for our industry, and as the 
decree stands now, this elimination would mean that there are about 
200 aluminum products which would shut down 15,000 small businesses 
with payrolls of over 150,000 workers across the United States. 

As an example, I myself in 3 years’ time have arrived at the posi- 
tion where, for instance, our gross sales of awnings and storm win- 
dows would be over $80,000 a year gross volume. 

Now, along that line I can readily appreciate in Indiana, with 13 
other dealers, that there is a large volume of business being done in 
aluminum awnings. That is true country-wide. 

The small companies still are the backbone of our country. 

Also during World War II they served England through its shadow 
plant program, when the bombing was at its worst, and the small 
plants that turned out material at a record rate after the big ones were 
destroyed, and they could do the same things here. 

Makers of aluminum windows are in the same boat, and so are a host 
of others producing things for the home. 

It is a tragic condition, even if the regulation is used as it should, 
be, a large number of companies will be thrown far off their year’s 
schedule. If we knew we could only get a part of our aluminum 
supply of last year, it would mean the difference between shutting 
down and staying in business. 

Along that line I would like to present to you the information that 
we have regarding aluminum. 

There will be 2,784,452,000 pounds of aluminum. How do we get 
that? During the fourth quarter of 1950 the total aluminum produc- 
tion was 627,363,000 pounds. Where did it come from ¢ 

One, primary production from reduction plants, 382,176,000 pounds. 
The authority for that is the Bureau of Mines surveys. 

The next, secondary recovery by smelting, 152,870,000 pounds. The 
authority is the Aluminum Research Institute and Bureau of Mines. 

The third is imports, 92,317,000 pounds; authority, Department of 
Commerce Reports, F F-110. 

Surely there will be at least four times this quarterly production, or 
2,509,452,000 pounds, but Alcoa has reactivated its plants at Massena 
and Boden, and there is 158,000,000 pounds. 

Reynolds has expanded its Jones Mill, Ark., plant 77,000,000 
pounds. Kaiser has added to the capacity of its Meade plants, 40,000,- 
WOO pounds. Total, 2,784,452,000 pounds, 

And do you know that in 1951 there could be additional production 
from Kaiser on the Gulf coast of 200,000,000 pounds, and an additional 
poundage from Reynolds of 123,000,000 pounds, and average sec- 
ondary recovery from all new primary production of 239,200,000 
pounds, so there is a possible 1951 production of 3,346,652,000 pounds. 
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Won't somebody please answer these questions? What is the 
aluminum production used by NPA? 

The comment of ours is that we believe thac NPA is not taking 
into consideration the secondary recovery of aluminum scrap by 
smelters, nor are they allowing for any imports. The secondary 
recovery figure averages better _ 40 percent of the primary pro- 
duction. 

Secondly, how much aluminum can the military really use? Com- 
ment: We know that the military has requested fabulous poundage, 
but most of their figures are gross, before scrap, not net. 

Furthermore, it takes time to get production moving. Why can’t 
there be an intelligent transition between civilian and military pro- 
duction ¢ 

Third, why do we need to stockpile in the second quarter when 
so much new production will be available later ? 

Fourth, why can’t the aluminum fabricating industry have its 
necessary 310,684,000 pounds, only 10 percent, during the second 
quarter? Comment: N PA Regulation M-7 established 65 percent of 
aluminum used during January 31, 1950, and June 30, 1950, as a base 
figure. 

The United States Department of Commerce figures show that this 
use was only 155,975,000 pounds per average month, and at this 
average the use would be 310,684,000 pounds per quarter. 

If the NPA is going to extinguish industries by direction, who is 
going to use up all this aluminum in 1952, or whenever the current 
emergency is over? 

Our business is seasonal, as you undoubtedly realize. Two-thirds 
of our business is done possibly in 5 months’ time. It is a matter of 
us goin out of business. 

an I take a few more minutes? 

Mr. Hauieck. Yes, two or three more. 

Mr. Wacner. Twomore. All right. 

Mr. Hatieck. I am not sure, it may be that we have got plenty 
of time, but we have more people that want to be heard. 

Mr. Wacner. Our point is this, that we feel there is enough 
aluminum, and a more practical way of tiding us over will mean the 
difference between these companies going bankrupt and not going 
bankrupt. That is to make a long story short. 

Mr. Hatieck. Mr. Wagner, in making these awnings, what type 
of aluminum do you use—sheets ? 

Mr. Wacner. Yes. 

Mr. Hatieck. Do you need any extrusions ? 

Mr. Wagner. No. 

Mr. Hatieck. Just sheet aluminum ? 

Mr. Wacner. Yes. 

Mr. Hauieck. Of course, the 30-day extension has postponed for 
a few days, at least, what otherwise would by this time have been a 
death sentence. 

Mr. Evins. I might say to you that this committee was organized 
first some 10 years ago and conceived it to be one of its first respon- 
sibilities to avoid the destruction of small business in a defenese or 
war effort. That is, unless that destruction was a matter of neces- 
sity, a necessity created by our defense requirements. 
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I take it that neither you nor I would quarrel with anything that 
is essential, but as I understand Spal statement here, you question 
whether or not the restrictions and limitations that have been placed 
upon the use of aluminum are necessary in the light of what you 
figure out to be the actual and potential production of aluminum 

Mr. Waener. That is correct. 

Mr. Hauieck. We had a witness in Lynchburg, Va., who undertook 
to determine just how many pounds of aluminum went into each type 
of airplane, and he asserts that he knew the number of planes that 
were going to be constructed, and hence he came up with figures as 
to what would really be needed. 

Now, probably his information in that regard could be no more 
accurate than mine would be, and yet I might say to you, running 
through these hearings from time to time, has been this question in 
the minds of the fabricators of different materials, as to whether or 
not the shortage is really there. 

Now, those particular figures that you have cited, I think, have 
received considerable publicity. 

Mr. Waener. Yes, sir. 

Mr. Hatixecx. Whether or not they are completely accurate, I 
don’t suppose any of us could say. However, I think that we can say 
to you that you statements as to the effect on your business, and the 
over-all effect to which you have referred here, is very clearly a matter 
for the concern of this committee, and for all of the agencies involved, 
and what you have said here will be weighted and measured in the sum 
total over-all testimony, and the facts that we are able to develop in 
an effort to see what may be done to alleviate the situation. 

I do know that Mr. Dalmas, our executive director of the staff of 
the committee, has worked with this aluminum business with a lot of 
people who are badly in need of aluminum. 

ere have any questions, Mr. Dalmas, or any suggestions to 
make 

Mr. Datmas. I want to ask Mr. Wagner this, in reading that state- 
ment of yours, and as Mr. Halleck says, we have received a copy of 
it ad that includes secondary aluminum, does it not, those 
figures 

Mr. Waener. Yes, sir. 

Mr. Dautmas. As I got the figures, I did not have them in my mind, 
but the way your figures read, there is about 1,673,000 tons of alumi- 
num available for this year. 

Mr. Waener. Apparently. 

Mr. Daumas. We have been trying very hard to check exactly what 
the aluminum supply is, and those figures are considerably more than 
we have been able to find out. 

But to supplement what Mr. Halleck said, we are trying to check 
those figures and find out where the supply is, and the committee has 
been working on that, and the problem of getting the order, the death 
sentence order, so-called, extended, and perhaps abolished as to a 
great many uses. 

Thank you. 

Mr. Brownson. One remark, in your testimony concerning $80,000. 
I could not quite get what that was. 
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Mr. Waener. All right. I am speaking for myself as a dealer, and 
also for the factory which manufactures the awnings that I buy. I 
buy direct from the factory. 

Mr. Brownson. That is in Indianapolis, isn’t it ? 

Mr. Waaner. No, sir; at Hamilton, Ind. In other words, my gross 
business would be over $80,000 a year. 

Mr. Brownson. I see. 

Mr. Wacner. All this business has been built up in the last 5 years. 
We have no background or tradition, incidentally, and a lot of time, 
effort, and money has been spent to get defense contracts, and I would 
not go into the details of that, but the results were zero. 

Mr. Hauiecek. Of course, Mr. Wagner, your statement here, as a 
retailer, is just further evidence that these things have set up a kind 
of chain reaction at a given point in our economy, a supply is shut 
off, and it results in shutting off a lot of people down be ow, and 
many times we, I think, fail to realize just how much of an impact. 
there is along that whole line of progression. 

Mr. Evins. Are there any further questions of Mr. Wagner? 

(No response.) 

Mr. Evins. Thank you, Mr. Wagner. 

Mr. Barrierr. First, Mr. Chairman, may I make one observation, 
and that is the reason for extending the termination period on M-7, 
was in order that the entire aluminum program be reexamined, and 
not simply to defer the termination of all business. We intend to 
occupy that time in giving the entire program serious consideration. 

Mr. Evins. Thank you. 

The committee will call Mr. Bogue. 


STATEMENT OF ED BOGUE, NILES, MICH., ACCOMPANIED BY JOHN 
J. JESSUP, JR., BURCLIFF SALES, MISHAWAKA, IND. 


Mr. Evins. Will you state your name and your organization for 
the record, please. 

Mr. Boour. My name is Ed Bokue. I own and operate a business 
in Niles, Mich. 

I work through a sales representative, and our own house sales or- 
ganization, with a fellow named Jessup, who is in the meeting, out 
of Mishawaka, Ind., and that is the reason for me being here, so that 
even being a few miles over the border, we still have the same prob- 
lems over the edge of Michigan that we have in Indiana. 

Mr. Hatureck. We are glad to welcome you here. 

Mr. Boeur. Our business is primarily in the field of electrical assem- 
blies, such as solenoids, switches, and transformers. 

We are dependent on our business from suppliers such as domestic 
household items, such as washing machines, ironers, dryers, automo- 
tive work from people like Bendix Products. So we are a subcon- 
tractor. 

We have been dependent on our relationship with these people 
through sales representatives, as I have mentioned, and at this time 
I would like to ask if I could not have the assistance of one of these 
creatures, so that we could know what a commission man was, what 
a representative was, and what any one of the numerous names that 
have been given them over the past several years has been, and this is 
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a man who is very definitely responsible for the growth of our small 
business over the last 4 or 5 years. 

Could I ask Mr. Jessup to join me for a minute ? 

Mr. Evrns. Yes, Mr. Jessup, you may come around. 

You may rezone name for the record, too. 

Mr. Jessur. My name is John J. Jessup, Jr., and the company is 
Burcliff Sales, Mishawaka, Ind. 

Mr. Boeue. I would like to make note that this Mr. Jessup has arms, 
legs, and a head like other people, and he has been called any one of 
a number of things that people are called when they collect com- 
mission. He isa sales representative of our company. He sells a good 

rtion of our business. I don’t think he has done anything that could 
~ frowned upon for collecting a livelihood, and he will continue to 
produce that kind of future for our organization, I hope, at the same 
rate, so that we can grow at the same rate. 

I think that Jack can tell us a few things that combine the line 
with our business and several other businesses of the same size and 
what the next 90-day period will have as an effect upon our future, 
due to the controls of copper, aluminum, brass, and steel, many of the 
things that we have listened to a few minutes ago. 

Can you tell them about it? 

Mr. Jessur. Thanks Ed. I think, gentlemen, that basically when I 
retired from a buyer’s job, I decided to get into the sales representa- 
tive business on a straight 5-percent commission. I am a 5-percenter, 
but I did elect to do one thing, I elected to set up an organization 
which not only serves the purchasing agents with the necessary win- 
ing and dining that we all talk about, but we serviced the engineering 
departments, the inspection departments, the material control depart- 
ments. 

Since this inception of our business some 4 years ago we built an 
organization of five people. We have a permanent office. We have an 
attorney who we use once in a while when it is necessary. We do not 
expect any kind of remuneration until after we have solicited business, 
and put it on our customer’s or client’s books, and the business has 
been shipped, paid for, and then we receive a 5 percent commission. 

When we started out we started out on the basis whereby we had 
nothing to start with. In a period of 6 months we made $100 a 
month, and the business has now grown to where we have something 
very worth while to both of us. 

he bulk of the business has been with automotive and white goods 
line, such as washing machines, dryers, and ironers. We have spent 
a lot of time soliciting this business and we are confronted with copper 
restrictions, and now steel, whereby we will be cut back to a point 
where we are within 80 percent of what we did last year. 

Mr. Bogue’s company employs about 120 people and one of the other 
companies we represent in northern Indiana and southwestern Michi- 
gan has 80 people. Both of these companies are, I might add, some- 
what panic stricken, because they don’t know just exactly where they 
are going. 

A year ago we could see where we were going, 90 or 60 days from 
now, because we had firm commitments on the books. We knew that 
our people were going to continue eating, sleeping, and doing the 
normal things we do. 
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But with the recent restrictions which we have run across we are 
not sure that we are going to continue that 60 days from now. 

We have recently received cut-backs, as late as yesterday afternoon, 
that completely chopped off our civilian production. 

We have, through diligent effort in the last 30 days, solicited all of 
the people who have received war contracts or DO business. 

Mr. Evins. Mr. Jessup, may I interrupt you there? Based upon 
your sales experience, and as representative of a manufacturer, what 
would be your specific recommendations to this committee ? 

Mr. Jessup. I think it would be wise that a clarification come out 
regarding sales representatives or straight 5-percenters. I have been 
looked down on as a 5-percenter, and in other instances I have been 
looked up to as being a sales representative, a guy that really worked 
and earned the money which he drew. 

There has been quite a bit if dissension in the newspapers on that 
ott thing and that is because there were a few rotten eggs in the 

asket. 

Mr. Evins. Mr. Dalmas, can you give us some clarification ? 

Mr. Datmas. With respect to Government contracts ? 

Mr. Jessup. That is correct, sir. 

Mr. Datmas. We have been in communication with the General 
Services Administration which, in cooperation with the Department 
of Defense and civilian agencies, have drawn up a standard contract 
form, and there they have a place that indicates whether a man is a 
regular employee who sold the merchandise, and so on. 

We have had the assurance of Mr. Larson more than once that a man 
who is a regular sales representative and manufacturer’s agent, a 
broker, or whatever you might want to call him, would not be penalized 
in any way in selling to the Government. And that is his regular 
business, that is the way he operates, and he is entitled to operate that 


way. 

rd made a short statement on the subject this morning, and I feel 
very strongly about it, because of the fabric of business in this country 
having always included brokers, manufacturer’s agents, salesmen, 
and other media of selling merchandise. There has been no stigma 
attached to it. It has been a fine way and an honorable way in which 
to make a living. 

As a member of the staff I am going to do my best to see to it that 
it is further clarified. 

Mr. Jessup. I might add one instance that has happened within 
the last 2 weeks. In our territory there is probably prime contracts 
wherein we can solicit business for small business. I have been into 
the Detroit Arsenal at Detroit, Mich., and the buyer I talked to out 
there said, “Look, you are a 5-percenter. I cannot do business with 
you. You cannot come in here and represent two or three companies 
and solicit the business.” 

Mr. Hatieck. As you interpret the language of the regulation 
now, do you think that it precludes you from carrying on as you 
have in the past ? 

Mr. Jessup. Yes. 

Mr. Hatiecx. You think it does? 

Mr. Jessup. Yes; particularly in view of the experience I had at 
the Detroit Arsenal in Detroit, Mich. 
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Mr. Hatteck. Of course, we all recognize the origin of the regula- 
tion and, as you say, there were certain practices that were carried 
on that were unfortunate, to say the least, but I would like to add 
my testimony to the point. I used to practice law. I took a lot of 
lawsuits for ple who could not afford to pay a retainer, who 
had a perfectly good cause of action, and the fact that they did 
have was estab ished subsequently by the recovery in a court of law, 
and as practicing attorneys we saw nothing unethical or wrong in 
taking those cases on a contingent fee. As a matter of fact, but for 
that sort of action in the legal profession, a lot of people would go 
without any opportunity at all for redress of their grievances. 

So far as I am concerned, as I indicated this morning, I am not 
at all sure that the matter has been clarified to the extent it should 
be. Certainly this sort of operation should not come under the limi- 
tation or restriction, and certainly no stigma should be attached to 
such an action. 

Mr. Datmas. Major Robinson has just advised me that the De- 
partment of Defense has a rule which reads about as follows: 

A bona fide manufacturer’s representative, permanently employed on salary 
or a basis, and who has the authority to bind the company con- 
tractually. 


Major Rorsrnson. That is section 1 of Armed Services Procurement. 

Mr. Evrns. I don’t see any reason why your company should object 
to giving you a letter. 

Mr. Jessup. I went away from Detroit Arsenal very, very disgusted 
with the whole situation. 

Mr. Evrns. Would you give us the name of the purchasing at the 
Detroit Arsenal ? 

Mr. Jessur. I could not right offhand, sir. I have it in my file at 
the office. I don’t recall it offhand. 

Mr. Evins. Will you send that to the Select Committee on Small 
Business ¢ 

Now, do you have any other recommendations ? 

Mr. Bocur. Yes,sir. It seems as though our mutual problem is that 
naturally the Government has not made adequate provisions to keep 
us in business. We are a little bit more fortunate than a couple of 
fellows whose stories I heard today, in that we can see 90 days’ busi- 
ness and maybe 120 days. We have built this business up over a period 
of 5 years, and it is a type of business built during all of your waking 
hours, and I just thenk the Lord that I was a young man and coul 
keep pace with it during the trying times and I am still a young man, 
young enough to enter into some of the problems we are going ahead 
with. 

On December 24 of last year, Christmas, I received information to 
the effect that we would get enough copper in order to conduct at least 
2 or 3 weeks’ worth of business in January. That thing hung fire all 
through the first quarter of this year. e did not know from one 
week to the next exactly what our copper situation was going to be. 
We do know that we are going to have sufficient copper. We think we 
are, if somebody does not drop dead in the meantime, in order to con- 
tinue business for the next 90 days. We can see that copper. 

We had to go out and extend and buy high-priced copper ingots, to 
get in the business we had no right to be in, because it is the same kind 
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of ingots. I don’t know whether you call it gray market or the black 
market, or what it is, but it is over-priced copper. It is a common 
practice today, if you can find the copper. So with that copper we are 
poing to see 90 days’ worth of business ahead. That means that we 
ad to go into an area of conducting business, we have had to obligate 
ourselves for $10,000 to buy the copper in order to stay in business. 

What happens beyond the next quarter I don’t know. 

Steel has been the same thing. They laugh at us, after we go after 
brass tubing. Just last month we spent considerable time in our cars 
going from mill to mill, begging and pleading, and we have had re- 
sults of coming back with materials absolutely in reverse of any nor- 
mal procedure of a supplier supplying us with critical materials for 
our business. 

We should have from the Government money spent to create some 
agency or group of people to help get business to us fellows and to 
help us with our problems. It seems that there is such a great divide 
now between our pene and actuality or action, that it is as dis- 
couraging as it could possibly be. 

Mr. Evins. The problems which you have presented, Mr. Bogue, 
are problems which the committee has had presented to us heretofore. 
It is one to which we are adjusting ourselves, to try to bring about 
relief, and we appreciate the testimony you have given us. It will be 
given every consideration by the committee. 

Mr. Hatieck. I want to make one further observation, and I recog- 
nize that we will have to move along, but in World War IT we had 
what we called the Smaller War Plants Corporation. It did some 
very effective work in doing this very thing you are talking about, 
about getting business for the smaller people. 

We have now introduced legislation in the Congress on which we 
hope to get action to bring about the reestablishment of a very similar 
sort of corporation, and we hope it will be as effective now as it was in 
the past. 

Mr. Boevr. There is only one closing comment that I would like to 
make. Many of us little fellows cannot live too long while we are 
waiting for that. 

Mr. Brownson. You have some people out for defense contracts, 
do you? 

Mr. Bocvr. We certainly do. We have pursued every available 
source of information, and we have 5 percent of our business now in 
defense work. 

Mr. Brownson. Do you check with the United States Department 
of Commerce listing of contracts ? 

Mr. Boeur. That is right. 

Mr. Jessur. Daily and weekly. 

Mr. Brownson. Thank you. 

Mr. Jessup. We follow them up, when there is a bid coming up, and 
we follow them up after the contracts have been let in our territory, 
soliciting job contract work. 

Mr. Evins. Well, that is a good example of American industrial] 
enterprise. 

Thank you, gentlemen. 

Mrs. William O. Reeves. 
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STATEMENT OF MRS. WILLIAM 0. REEVES, BY-PASS TIRE C0., 
LAFAYETTE, IND. 


Mr. Evins. Will you please state your name and your organization? 

Mrs. Reeves. Mrs. William O. Reeves, By-Pass Tire Co. 

We have a tire recapping shop out on the bypass and we are having 
trouble getting camelback and cement and other things for it. 

A year ago we could buy from the four major rubber companies, and 
we could also buy from three smaller companies. Now we cannot buy 
it from the four major companies. We can only buy the allotments 
that the smaller ones will give us. 

Mr. Evins. I might observe, Mr. Halleck and other members of the 
committee, that now when there seems to be a shortage of rubber, here 
is an industry on which we have not had testimony before and that they 
certainly ought to do everything in order to facilitate the continuance 
in business of an organization such as yours. 

Mrs. Reeves. We have been able to get along because my husband 
has been instructing his men in using stripping stock to offset their top 
camelback which is about all we can buy, and we are just operating 
from week to week, practically, and we thes got $10,000 invested out 
there, and we want to stay in business. 

Mr. Hauxeck. Well, as a matter of fact, is the recapping business 
picking up now? Is the tire shortage beginning to exert some influence 
on the business? 

Mrs. Reeves. It is showing up; yes. 

Mr. Hauieck. Of course, the recapping in the last war, I think, did 
more than anything else to keep people moving that had to move in 
automobiles. 

Mrs. Reeves. The last time one of the representatives that we can 
buy from was in, he told us that we would have to take 45 percent of our 
rubber in grade C camelback, which gets you down to an awful lot 
of buffing dast in the camelback. It does not doa good job. You might 
just as well not put it on your tires. 

Another representative told us that we could have all the natural 
rubber we wanted to buy at 65 cents a pound, that against 32 cents a 
pound last year at this time, and that is quite a bit of a raise. 

Re Haturcx. What reason do the larger suppliers give you for 
that ¢ 

Mrs. Reeves. They say that the Government will not let them work 
their molds to capacity on synthetic rubber. 

Mr. Hautteck. What was that again? 

Mrs. Reeves. They say that the Government will not let them use 
their molds, their tube molds that they put the camelback through on 
synthetic rubber. 

Mr. Evins. That is certainly a very interesting observation, when 
ee is a rubber shortage. Major, do you have any information on 
that 

Major Rostnson. On the recapping of tires, I know there are no 
defense orders available for it. e do not contract for the recapping 
of tires, consequently it is difficult for a company of your size and 
type to get relief through a DO rating. 

rs. Reeves. The reason we don’t buy it from the major companies 
is because they have their own recap shops set up and we are more 
or less a little lone company out here. 
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_ Mr. Evrns. In other words, they are not welcoming your competi- 
tion. 
Mrs. Reeves. They are not this year. They were last year at this 
time, but this year we are just not welcome. 

Mr. Evrns. Mr. Dalmas, 

Mr. Datmas. Mrs. Reeves, about a month the NPA ordered all 
rubber companies, all of the major companies, I should say, to increase 
their production of camelback by 50 percent. 

Mrs. Rerves. Yes, sir. 

Mr. Datmas. That was about the Ist of March, and the smaller 
rubber companies were given permission, as I recall it, to increase 
their production 100 percent. So the story about the use of molds 
does not quite match up with the orders, I don’t believe, and it will 
certainly give me, as a member of the staff, a lot of pleasure to look into 
it and see just what is happening. 

Mr. Hauteck. I might say that in the 2 weeks of hearings we have 
conducted, this is the first information we have had about the re- 
capping situation, although I think all of us individually had been 
hearing around the edges that there were some difficulties beginning 
to develop, so it certainly will be useful to us, and I am sure to all 
the people in situations like yours, that you have come here to tell us 
what your experience has been. 

Mrs. Reeves. We need some relief. A month would be too long to 
be without camelback, and it is not only ourselves, but all these little 
recapping shops around here are in the same predicament we are in. 

Mr. Evins. Mr. Brownson ? “ 

Mr. Brownson. Do the big rubber companies themselves do any re- 
capping ¢ 

Mrs. Reeves. They do, yes; but they have agencies set up, right in 
the district. 

Mr. Brownson. But people can send tires to them. 

Mrs. Reeves. Yes; and it is controlled by the major companies. 

Mr. Brownson. Do they seem to be getting plenty of rubber to 
carry on their own recapping operations ¢ 

Mrs. Reeves. That I could not answer. 

Mr. Brownson. That is a point I think the committee should look 
into, and this is in a way getting back to the replacement part business 
again, 

Mrs. Reeves. There is one sales representative who told us that they 
were not able to get enough for their own recap shop, and they did sell 
us some foreign brand camelback, not their own brand, which we took, 
which they did not like to use in their own shop. 

Mr. Hatieck. Well, you have to maintain your quality, too; don’t 
you ¢ 
. Mrs. Reeves. That is right, because if a recap comes off, it is going 
to come back. ’ 

Mr. Evins. Thank you, Mrs. Reeves, for the presentation of your 
problem to the committee. 

Now, ladies and gentlemen, I might state that this concludes the 
entire list of witnesses who have signified an intention to testify. 

If there are any others who want to appear before us, let them step 


forward. 
Mr. Hauiecx. Wasn’t there someone else here from Mishawaka who 


wanted to be heard? 
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A Voice. Mr. Northrup was here, but the problem he wanted to dis- 
cuss was covered by another witness. 

Mr. Evins. I might say that the committee is very pleased to have 
received the testimony here of these witnesses, and we are also very 
pleased with the hospitality which has been accorded us, the facilities 
of the judges’ courtroom and all has been wonderful, and if this com- 
mittee can be instrumental in bringing about increased production of 
aluminum, rubber, or any other product being in critical short supply, 
or being able to assist small business in receiving an increased amount 
of these needed materials, then it would have justified its existence. 

Mr. Hatuieck. Mr. Chairman, there are two communications here 
that I would like to have entered into the record, one of them addressed 
to the chairman of the committee, and one of them addressed to me, one 
from the Essington Co. of Fort Wayne, Ind., and one from the Wire- 
formers Corp. of Chicago, Ill. I would like to have those included 

in the record at this point. 

Mrs. Reeves. And I have a document here that I would like to have 


included. 
Mr. Evins. Those documents may be included in the record. 
(The three documents referred to above, are as follows :) 


THE ESSINGTON Co., 
Fort Wayne, Ind., April 2, 1951. 
Hon. CHARLES HALLECK, 
Committee on Small Business, Lafayette, Ind. 


Dear Srr:'Since we will be unable to attend the meeting at Lafayette, we 
are voicing our feelings via this letter. 

Our company manufactures aluminum garment racks for offices, institutions, 
and factories. 

The only material used in this manufacture is aluminum. 

Present Government directive on use of aluminum will prohibit our using 
aluminum at all after the end of this month. 

This will close our doors since we have been trying since last November to 
get a defense contract or subcontract for defense work without success. 

Our plight is representative of what is happening to small business over the 
country. 

We would certainly appreciate anything you might do that would help the 
problems of small business during this period of emergency controls. 


Respectfully, 
THE EssINGTON Co., 


R. BE. Zree. 


By-Pass Trre Co., 
Lafayette, Ind., April 6, 1951 
House SMALL BUSINEss COMMITTEE, 
Washington, D. C. 

GENTLEMEN: Since I had no substantiating figures with me yesterday when 
I appeared before you, and since we do need help to get materials, I would like 
you to enter this as part of my testimony. 

As I told you, the four so-called major rubber companies have cut us almost 
completely out on camelback. We started operating in February 1949. Our 
entire first year’s supply of camelback was purchased from United States Rub- 
ber Co. and Mohawk Rubber Co. 

In 1950 we purchased camelback through Goodyear, Tire Service Co. (the out- 
let for United States Rubber Co.), Mohawk, Armstrong, Seiberling, and Gates. 
Our biggest orders were given to Goodyear and Tire Service. We bought from 
the other three companies to get enough to operate on, as we weren't able to get 
enough even in 1950 from our two main sources. 

In 1951 we have been able to get a 450-pound allotment from Mohawk, a 300- 
pound allotment from Gates, some from Seiberling, and some from Firestone. 
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We have no fixed allotment from Seiberling or Firestone, but have been able to 
get a little. Goodyear has told us they are unable to supply us, as they haven't 
enough to keep their own shops going. We were able to get the foreign brand 
camelback from Goodyear, and it grade A synthetic. Tire Service advised us 
they were unable to get an allotment from United States sufficient to take care 
of their own needs. 

We are merely asking for enough camelback to keep our shop in operation for 
an 8-hour day. We have been told we can buy a “special” or “standard” camel- 
back, which will contain from 35 to 50 percent reclaimed rubber. The pur- 
pose of recapping a tire is to extend the life of the tire. This cannot be done 
safely and economically with grade C camelback. Two representatives have 
told us we might have to take a percentage of grade C camelback very shortly 
to get the small allotment of grade A we are now receiving. We would like to 
avoid that if at all possible, as we want the public to continue to have con- 
fidence in our work. 

We have two truck and two passenger LODI recap molds; two truck and two 
passenger LODI repair molds; a buffing machine with a blower; two spreaders 
and an air compressor, all representing over a $10,000 investment; two %4-ton 
delivery trucks representing almost $2,800. 

We have five employees, including the two partners who are actively engaged 
in the business. We have our employees on a profit-sharing basis, so we have 
three men who are very anxious that we get enough material to operate 
profitably. 

As I told you yesterday, we are not the only shop who is having trouble. Most 
of the small independent shops are experiencing our same difficulties. 

We would surely appreciate an investigation by your committee to see why we 
small users are not getting any material, and what can be done to correct it. 

Very truly yours, 
By-Pass Trre Co., 
By Mrs. Wa. O. Reeves. 


WIREFORMERS CORP., 
Chicago, IUl., April 2, 1951. 
The Honorable CHAIRMAN, 
Small Business Committee, 
House of Representatives, Washington, D. C. 

Dear Str: The author of this letter has been in the metal-fabricating busi- 
ness for the past 40 years. Prior to 1948 he was employed by one of the larger 
steel companies as manager of a plant for 18 years. This factory was closed 
by them and the writer had to get into business for himself in order to earn a 
living. So in the fall of 1948 he organized the Wireformers Corp. and began 
the manufacture of wire products, a business he had been engaged in for 30 years. 

We have asked for no favors. Only one steel producer gave us any encourage- 
ment. The Wilson Steel & Wire Co. of Chicago sold us material when they could, 
but being greatly handicapped themselves in that they have to buy their rods 
from which to draw wire, in the past 6 months have filled but a small portion 
of the orders we sent them. 

For 3 years now we have been trying to establish connections with a supplier 
other than a jobbing warehouse. The following concerns have been contacted 
from time to time and we get the same answer, “We are sorry, we have all we 
can do to supply our old customers.” The writer is curious to know how old 
you have to be to get on their books. 

American Steel & Wire Co., Mr. Brandskoetter, Chicago. 

Republic Steel Co., Mr. Bockman, Chicago. 

Keystone Steel & Wire Co., Mr. Kidd, Chicago. 

Seneca Steel & Wire Co., Mr. Kidwell, General Steel Warehouse Co., Chicago. 
LaClede Steel Co., Mr. Price, Chicago. 

Northwestern Steel & Wire Co., Mr. Paul Dillon, Sterling, Tl. 

Portsmouth Steel & Wire Co., Portsmouth, Ohio. 

Chicago Steel & Wire Co., Chicago, Til. 

Mid States Steel & Wire Co., Crawfordsville, Ind. 

The last-named concern accepted an order from us at the instance of one of 
our customers and refused another order that did not have the go light from 
this same customer. 
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We feel we are entitled to some redress and that we have been a victim of 
discrimination. We use about 400 tons of wire annually. Our profit has gone 
to the jobber during the past 3 years and we have been limited in our purchases 
with them. 

We would appreciate any assistance you can give us. 

Yours very truly, 
WIREFORMERS CoORP., 
James A. Civis, President. 


Mr. Evins. I will ask if there are any other witnesses who want 
to be heard. 

(No response. ) 

Mr. Evins. Unless there are any further observations, again we say 
that we appreciate your testimony and we also appreciate your hos- 
pitality. 

The committee stands adjourned. 

(Whereupon, at 3 p. m., Thursday, April 5, 1951, the hearing was 
adjourned. ) 

















PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


MONDAY, APRIL 2, 1951 


Howse or REPRESENTATIVES, 
Suscommirree No. 1 or THE 
Serecr ComMITTEE ON SMALL Bustness, 
San Francisco, Calif. 

The select committee met, pursuant to notice, at 9:30 a. m., in the 
United States District Courtroom, room No. 261, Post Office Building, 
San Francisco, Calif., Hon. Mike Mansfield, of Montana presiding. 

Present: Representatives Mansfield (presiding); Abraham J. 
Multer, of New York; Clinton D. McKinnon, of California; William 
S. Hill, of Colorado; and John F. Shelley, of California. 

The Cuatrrman. The committee will come to order. This is subcom- 
mittee No. 1 of the House Small Business Committee meeting today 
for the purpose of holding hearings on the status of small business in 
this particular area. The members of the committee are, on my left 
Mr. Multer, of New York, on my right Mr. McKinnon, of California, 
Mr. Hill, of Colorado, and sitting in with us today is our old friend, 
Jack Shelley, of San Francisco, 

The Government agencies represented are as follows, and I wish as 
I call the names off that those of you who are here would come up and 
sit in those chairs to my right. Mr. John Judge, regional director of 
NPA, and Mr. Merril Woodruff. For the ESA, Mr. John Tolan. For 
the RFC, Mr. McCollough. For the GSA, Mr. Robert Bradford. For 
the Army Transportation Corps, Mr, C. E. Highbee. For the Army 
Quartermaster Corps, Colonel O'Dell, Colonel Sawyer, Lieutenant 
Colonel Gurnee, Maj. J. W. Mayo. For the Army Ordnance, Lt. Col. 
C. F. Kaiser. For Army Chemical Warfare, Lt. Col. C. F. Bendixen. 

For Navy General Procurement, Commander D. V. Wengrovius. 
Navy Air Force Procurement, Mr. A. P. Burleand. Navy Twelfth 
District Supply Office, Captain Schaff. Navy San Francisco Naval 
Shipyard, Capt. M. S. Vangeli and Lieutenant Commander Miller. 
Are there any representatives of the Mare Island Navy Yard present ? 
Will you come up and give your name to the reporter please? 

wh GorpenserG. Charles N. Goldenberg, industrial engineer, navy 

ard. 
‘ The Cuatrman. Are there any other Government officials here 
whom I have not called upon? 

Colonel Moore. Colonel Moore of the Corps of Engineers. 

The Cuarrman. Colonel, will you join us up here? Find a seat for 
yourself. The reporter is Miss Joyce Marson. The transcript will be 
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available to interested parties at 25 cents per page per copy. If you de- 
sire a copy, please write name and address on a piece of paper and 
leave it with the reporter. 

I might state at the start of this hearing that the Government 
agencies here represented are not to present statements unless they are 
requested to do so. This committee is not here to award contracts but 
to try to help the small-business men of this area, find out to what 
agencies they should apply and what procedures they must follow. 
The purpose of this committee is to see, insofar as it possibly can, that 
the small-business concerns of this country receive a fair deal in the 
awarding of contracts brought about through the appropriation of 
funds created by the present emergency. 

It is to be hoped, very much hoped that all witnesses will confine 
their oral statements to 5 minutes. If they want to furnish statements 
to be made a part of the record, they can do so, but we have so many 
people who want to be heard in the 2 days, that we have to cut our time 
down accordingly. When you get through with your oral testimony 
the committee will be in a position to ask questions. 

The first witness to come before the committee is Mr. Donald V. 
Doub. Is Mr. Doub in the room? Is Mr. John M. Karr here? Mr. 
Karr, will you come forward? I want to say also that these com- 
mittees will start on time, and if you are going to be heard, you are 
going to have to be here on time. Mr. Karr, will you come up and sit 
vere‘ Will you give your name and your position to the reporter? 
Please sit down, Mr. Karr. 

Mr. Karr. I am John Karr, owner and chief engineer, Karr Manu- 
facturing Co., Palo Alto, Calif.; I am with the chamber of commerce, 
electronics section, the San Francisco Chamber of Commerce. 

The Cuarrman. Will you proceed, Mr. Karr. 


STATEMENT OF JOHN M. KARR, KARR MANUFACTURING CO., 
PALO ALTO, CALIF. 


Mr. Karr. As a small-business man and manufacturer of electronic 
equipment I operate a company employing some 50 personnel of 
varied skills and technical ability. Generally, our manufacturing 
operations revolve around the production of two-way radio telephone 
equipment, radio direction finders, echo depth sounders, receivers, 
transmitters, and the like. 

In addressing the honorable members of this committee I believe 
that I speak for other small electronic manufacturers in the area and 
to a more limited degree for small manufacturers in other fields of 
endeavor. 

Mr. Doub has briefly mentioned to you the recent formation of the 
San Francisco Bay area electronics pool, or he will mention to you 
the recent formation of the San Francisco Bay area electronics pool 
of which I am temporary chairman. The problems which have con- 
fronted the firms actively supporting the formation of this group, and 
which I will summarize in Prief, have been the result of discussions 


of three preliminary meetings. They represent, I believe, a typical 
cross section of opinion of these manufacturers. 

Since the outbreak of hostilities in Korea and the accompanying 
accelerated procurement program, small business has been faced with 
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material problems resulting from scarcities created by (1) the defense 
program; and (2) Government controls. In order to maintain eco- 
nomic operations it is necessary for the small-business man who is 
unable to service his regular customers on nondefense contracts because 
of material shortages, to participate to some degree in the national 
procurement program. This is made exceedingly difficult because of 
the following factors which I will enumerate in brief: 

1. In the manufacture of many electronic products, more numerous 
and varied materials of a critical nature are needed than is the case 
with the average, less complicated, manufactured item. When any 
one of these materials is unobtainable because of maldistribution or 
actual scarcity, production is necessarily stopped and the materials 
utilized so far are lost to the industry for a time, thus creating artifi- 
cial shortages m these other materials. The smal! manufacturers’ 
production ordinarily is not sufficiently diversified for him to eoncen- 
trate on some other product, and his production effort is, therefore, 
temporarily cartaited: 

2. Smail manufacturers on the west coast are continually plagued 
with the problem created by the time differential between the East, 
where most procurement is centered, and the West, where open pro- 
duction facilities are available. Whereas, with today’s communica- 
tions this would seem to be a negligible factor, it sometimes appears 
that this time differential is greater than necessary and is such as 
to discourage western manufacturers’ participation in the defense 
program. In too many cases adequate time is not available between 
receipt of an invitation to bid and the bid opening date to study the 
specifications and prepare a bid. This is discriminatory against the 
western industry in general and more so against the small plant which 
does not have the extra personnel to process the invitation on a 
moment’s notice. 

3. Government procurement seems to be geared to dealing with 
large eastern suppliers. Bids often are so drawn up that the large 
eastern manufacturer who has either built the item before or quoted 
on it has considerable advantage over a small western manufacturer 
who may be fully capable of furnishing the article at as favorable a 
price and delivery were information made available so that it was 
possible for him to bid. In the ease of many electronic items, for 
example, a sample will be made available for inspection at an eastern 
location some 3,000 miles away. Aside from the fact that there is not 
sufficient time allowed to make such a trip and prepare a bid, the 
smaller manufacturer is not in a position to finance such a trip merely 
to make a quotation. In addition, it is virtually eetane 3 to get 
photographs, instruction books or other detailed information which 
would allow making a bid without actual inspection of the item. 

4. Small manufacturers are necessarily limited to quoting on that 
type of contract where a relatively small dollar value of business is 
involved. However, it frequently happens that any one order though 
attractive to the small operator, is so small that the voluminous 
amount of paper work which is incurred is not justified. The paper 
work could be absorbed readily by the large company that maintains 
a staff of specialists for these purposes, but it discriminates against 
the small-business man who must neglect other duties for hours where 
the seme quotation could be made in a matter of minutes to any other 
customer. 
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In speaking in behalf of small business as represented by the San 
Francisco Chamber of Commerce, I would add in conclusion that I 
am aware that there is no cure-all for the problems as I have outlined 
them. However, any efforts which might result in, (1) a more equi- 
table distribution of critical materials; (2) simplification of the pro- 
curement program; and (3) a more direct line of authority to such 
regions as the bay area, would greatly expedite the procurement pro- 
gram and materially assist in the continued growth of small business 
in the West, so necessary to the decentralizing of the more vital manu- 
facturing industries. 

The Cuamman. Mr. Multer, any questions? Mr. McKinnon? 

Mr. McKinnon. No. 

The Cuatmrman. Mr, Hill. 

Mr. Hit. Just this question, Mr. Karr: I find that I could sign 
the name of a Colorado contractor on that and say it was the same 
thing, the same ideas that he has expressed to me, just the other day 
as a matter of fact. Do you think Colorado is involved in this same 
situation, what did you call it, I believe you said procurement seems 
to be confined to dealing with large eastern suppliers? How far west 
do you think they come? 

Snes, Karr. We are particularly thinking of Chicago and east of 
there. 

Mr. Hux. You think Colorado will come along in the same posi- 
tion as California? 

Mr. Karr. The same position, yes. 

The Crarman. Mr. Shelley, you have indicated a tremendous 


amount of contact of small business in this area. Do you have any 
questions { 

Mr. Suetiey. No questions at this time, Mr. Chairman. 

The Caarman. Thank you, Mr. Karr. Is Mr. Donald V. Doub 
in the room yet? Mr. Ken Moelter? Mr. Pat McDonough? Mr. 
Arthur St. Clair¢ Will you sit down, Mr. St. Clair and give the 
committee your name and official position ¢ 

Mr. Sr. Cram. Arthur St. Clair. I am with the division of de- 
velopment and stabilization employment of the California State De- 
partment of Employment. 

The Caiman. In case you were not here before, oral testimony 
is limited to 5 minutes, ial you can file any statement you wish in 


addition to that. 


STATEMENT OF ARTHUR ST. CLAIR, CALIFORNIA STATE 
DEPARTMENT OF EMPLOYMENT 


Mr. Sr. Cruarr. I appreciate the opportunity to appear before you 
and to outline the work that has been done in California in support 
of the program of aids to small business. We hope that some of the 
material we have will be of value to you. We hope also to gain 

much useful information from the testimony before your com- 
mittee. We may be able to assist you in answers to some of the ques- 
tions that are raised. I plan to attend your hearings here in San 
Francisco. You may expect to have other representatives of the di- 
vision of development and stabilization of employment attend your 


sessions in Los Angeles. 
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This statement is made at the request of Gov. Earl Warren and 
on the part of the California State Department of Employment and 
its division of development and stabilization of employment. My 
name is Arthur St. Clair; my position, as an employee of the State 
of California, is assistant chief, division of development and stabili- 
zation of employment, assigned to the Sacramento-San Joaquin Val- 
ley areas. H. it Harnish is the chief of the division. is offices 
are at 827 South Figueroa Street, Los Angeles 17, Calif. Mr. James 
G. Bryant, Sacramento, is director of employment. 

Authorization for the establishment of this division has been a 

art of the organic law of the department of employment since its 
inception in 1935. Concrete action to set apart a part of the organi- 
zation to be responsible for aiding communities, organizations and 
employers in increasing, improving and stabilizing employment within 
the State, was not undertaken until after the conference on employ- 
ment called by Governor Warren, in December 1949. The Governor's 
conference on employment was called at a time when serious unem- 
ployment threatened. This conference made many recommendations. 
One of these was that there was a need for a State agency to act as 
the central or focal point for State developments and to coordinate 
and to clear activities among the agencies, organizations, and em- 
ployers involved. The division of development and stabilization 
of employment is the result of the Governor’s action. 

Since then conditions have changed radically. By a modest shift 
of methods and emphasis, however, the division has discovered that, 
under the stress of defense mobilization and. the stress of selected labor 
shortage, we have a comparable task to perform. This shift to meet 
changing conditions has been possible, cond because of the vision 


applied to planning the program. The central point of this program 
has always been that the most effective work will be done when the 
communities have been assisted to organize so as to meet and solve 
their economic and employment problems. We have used this pl 


ta effectively threugh periods of unemployment and periods of 
labor shortage. While an employer of any size and any sized com- 
munity tee be eligible for assistance under the program of the 
division, we found that it is the small-business man who gains most 
from any program that is established. This is probably due, in part, 
to the fact that the large business organizations have their own organi- 
zation units and trained personnel to perform the services in which 
this division would most likely be active. While we might, on occa- 
sions, make studies for a large employer, such as an aircraft company, 
of communities in which the large employer is interested, we are, at 
the same time, placing the small coliveas in the community in a 
better position to be considered for subcontracts or distributed con- 
tracts. 

It was in recognition of this relationship to small business that the 
division was asked last year, and again this year, to take the leader- 
ship in Sovelenng. sae promoting an Aids to Small Business Show 
at the California State Fair. This show was designed primarily to 
be of immediate service to any smaJl-business man who might come in 
to discuss business problems and as an example to all of the communi- 
ties of the State of the important work that could be done in the field. 
This show was even more successful than we had hoped. Over 600 
small-business men and women were given counseling by experts in 
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the various important phases of business operation. Further details 
are given in the informal report of show operations which is attached. 

In the division’s programs, one of the main sources of support is 
through the work of the managers of the 130 local offices of the de- 
partment of employment. These are located in or within easy reach 
of practically every community of the State. These managers are 
individuals who take an important and leading part in affairs of each 
community. They are in a strong position to give to small employers 
throughout the State, the personnel, employment service, and labor 
market information services that are available. They are also in a 
strong position to act as adviser to any community organization. 

The division has taken an active part in many other programs and 
activities. Much of our time and effort has been given over to stimu- 
lating and fostering community organization. To date, 50 com- 
mittees are functioning with the active support of the division and 
the local office managers. Most of these communities are not large. 
and all of them are away from metropolitan area centers. In all 
of them, small business -predominates from the mines, lumbering. 
and tourist industries in the Sierra Nevada Mountains, through the 
transportation, food processing, and agriculture of the valleys, to 
the fishing, ocean shipping, and heavy industries located on the ocean 
and waterways. In each case, organization of the community to use 
its resources to the maximum is stressed as of the greatest impor- 
tance. A copy of a draft of suggested activities of community com- 
mittees is attached. 

Some of these communities have organized groups of shops to 
accept contracts. In some of the communities, individuals want 
mobilization contracts. To assist either, the department recently 
published A Guide to Defense Mobilization Contracts, which lists 
the location of military centers where contracts are let. A copy of 
this publication is attached. Specific firms, individuals, and the mil- 
itary have been aided by information about communities and faeili- 
ties. In some cases, special studies were made to meet these special 
needs. 

The primary facts about the communities in which we have local 
offices were collected and published as a group in Community Labor 
Market Surveys. This publication was prepared to provide such 
centers as the State chamber of commerce, the industrial depart- 
ments of the larger city chambers of commerce, and industrial offices 
of utilities, banks, and railroads with comparative data to guide in- 
quiring industrialists who want .to place subeontracts or to locate 
slants. The division has aided cooperation with the United States 

Jepartment of Commerce, and, at the present time, the publication, 
Consolidated Synopsis of Department of Defense and General Serv- 
ices Administration Procurement Information, is distributed daily to 
our local offices and made available by the managers to any business- 
man who is seeking defense and general services contracts or sub- 
contracts. Many other activities could be listed, but this gives a 
sketchy outline of the California program. 

More recently, Gov. Earl Warren is further recognizing the need 
for assistance of small-business men through creating a Governor's 
commission on small business, planned so that it will be in aceord- 
ance with the program outlined by William H. Harrison, Administra- 
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tor of the NPA. This commission will aid small business to assure 
that it gets its share and due consideration in mobilization contracts 
and in the distribution of scarce materials. The division of develop- 
ment and stabilizatoin of employment will be assigned to do the staff 
work for the commission, ai to assure that all agencies of the State 
government give optimum assistance. 

This 1 year’s operation has shown the need for a strong program 
to assist communities and businessmen, and, that by far the greatest 
number of businessmen who will be aided by such a program will be 
the small-business men in our many communities. As you review the 
facts, as we have, we believe that you, also, will come to the conclusion 
that labor force and production facilities are available in many com- 
munities throughout California. We believe also that it will be 
decidedly to the advantage of the mobilization effort to use these 
facilities and manpower where they are rather than to try again to 
solve all of the recruitment and community problems that will arise 
if contracts are further centralized in the metropolitan areas. 

(Material furnished by Mr. St. Clair is as follows :) 


REpoRT OF THE COMMITTEE FORMED TO ORGANIZE AND OPERATE AN Alps TO SMALL 
BUSINESS SHOW AND A WORKING CONFERENCE To FOSTER THE DEVELOPMENT OF 
SELF-EMPLOYMENT AT THE CALIFORNIA STATE Farr, AuUGUsST 31—SEPTEMBER 10, 
1950 


(Prepared at Sacramento, Calif., September 22, 1950) 
OBJECTIVES 

The Aids to Small Business Show was planned— 

1. To give counsel and information to businessmen and women attending 
the State fair: 

2. To illustrate to community leaders the feasibility of such a plan and method 
of counseling small-business men and women ; 

3. To carry forward the work that had been done : 

(a) At the fair in 1949; 

(0) In the local clinies held by the Business and Professional Women's Clubs 
during the last vear; and 

(c) In section 12 of the Governor's conference on employment (which dis- 
cussed community responsibility for self-employment of women), and 

4. To give interested persons work experience in organizing and operating 
such an exhibit. 

This plan was to be carried out to the greatest extent possible by public 
leadership other than governmental}, although it was recognized that many phases 
of the project would be part of the programs of the bureau of business education. 
in the department of education and the division of development and stabilization 
of employment in the department of employment. No agency funds were avail- 
able. No one public or private agency or group was in a position to accept full 
responsibility. 

The preparation of lists for invitations to the meeting of September 8; the 
draft of the letter of invitation and the agenda for the meeting of September 8 
and provision for reporting the proceedings of the meeting; the preparation, 
distribution, and control of invitations, and hotel reservations ; the chairmanship 
of the working conference to foster the development of self-employment to be 
held in the Little Theater, on September &; and the operation of the show during 
the fair. 

The official sponsors of the show were; California State Federation of Busi- 
ness and Professional Women's Clubs, Zonta International, Soroptimists Inter- 
national Association, the Department of Education, the Department of Employ- 
ment, and Governor Warren's office and his chairman of section 12 of the 
Governor's conference on employment. The Sacramento Sales Executive Asso- 
ciation, the Advertising Association of the West, the Sacramento Advertising 
and Sales Club, the Sacramento Clearing House Association, and the commercial 
exhibitors showed their approval of sponsorship by their active participation 
in the show. 
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PARTICIPATING GROUPS 


The California State Federation of Business and Professional Women’s Clubs, 
through Mrs. Lela B. Swasey, State chairman of Small Business Clinics, located 
and arranged for examples of small-business operators to be counseled during the 
illustrative clinic, notified the local clubs of the project, and assisted in the 
preparation of lists of women to be invited to the 1-day conference. 

The Sacramento Business and Professional Women’s Club, through their pres- 
ident, Anne Marie Wise, and Dr. Dorothy Patterson, first vice president of the 
California State Federation of Business and Professional Women’s Clubs, ac- 
cepted the materials sent in for exhibit, arranged for theft insurance, inven- 
toried the items sent in, drafted and typed stories to be posted with the dis- 
plays, arranged the displays, dismantled, repacked, and shipped the display 
items, and scheduled members to act as hostesses and guards over the displays. 

Gov. Earl Warren's office, through his secretaries, Miss Helen MacGregor 
and Mr. M. F. Small, contributed enthusiasm and ideas, aided in the organization 
of committee meetings, in the clarification of policies, and in getting active 
participation by State departments as needed. 

Mr. Theodore Rosequist, assistant manager of the California State Fair, 
through Fred Heitfeld, supervisor of special events; Noble Buse, custodian of 
Governor's Hall; and Ralph Bell, director of publicity, arranged broadcasts 
during the fair, prepared news before and during the fair, arranged for space 
and public-address systems, prepared the signs to direct and attract the visitors 
and to mark the several counseling stations, and performed many other services 
which permitted smooth operation of the show. 

The Sacramento Advertising and Sales Club supplied counselors daily and 
prepared display material. The Sacramento Sales Executive Club prepared 
display material to illustrate advertising and supplied counselors daily. 

The Sacramento Clearing House Association supplied posters directing atten- 
tion to the methods by which financing is carried out, the cause of business 
failures, data on the number of small businesses in California, and supplied 
counselors daily. 

The International Accounting Corporation of America prepared an elaborate 
display for their Mail Me Monday processes (which is particularly adaptable 
to small-business accounting), supplied a stock of forms to illustrate account- 
ing processes, and published operating ratios for a wide variety of retail busi- 
nesses to serve as guides to the small-business operator in his respective busi- 
ness and supplied counselors daily. 

The Moore’s Business Forms, Inc., supplied an exhibit of basic sales records, 
manifold recording forms and recording machines and supplied counselors daily. 

The Kawneer Co. supplied an elaborate and attractive display of store fronts 
and store modernization, pictures of modern and not-so-modern store installa- 
tions, gooseneck lights to illuminate all displays and draperies all around the 
room, all of which dressed up the whole display and contributed substantially 
of the good appearance of the show. This contribution is of interest to illus- 
trate the way in which velunteer assistance was offered, as the company could 
participate little in the way of immediate returns from the considerable aid 
and assistance that was given. The Kawneer Co, also supplied counselors. 

Mrs. Romilda Peri Gould, of Napa, Calif., exhibited an interesting knitting 
machine. This machine is simple to operate, was very interesting to the visitors. 
and has considerable potential value as a method of getting into small business. 
Also, this knitting machine might be especially good for operation by bedridden, 
semi-invalid or handicapped persons. Mrs. Gould demonstrated the machine on 
about half of the days of the fair and entered into the spirit of the show as 
was true of all of the commercial exhibitors. 

The San Francisco regional office of the United States Department of Com- 
merce supplied the materials published by that agency as illustrative of the 
published material that is available for guidance and assistance of small em- 
ployers and supplied counselors. 

Dr. William R. Blackler, chief of the bureau of business education, in addi- 
tion to his personal contributions in planning the show, assigned Earl H. Kiesel- 
horst to do any work that was necessary before the show, and to assist in the 
operation of the show. Mr. Kieselhorst arranged for counselor services and 
schedules for the contributing organizations, arranged with the small business 
concerns to send their exhibit materials to the Business and Professional 
Women’s Club in Sacramento, arranged for and participated in television and 
radio broadcasts, attended to the details of organization of the working confer- 
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ence to foster the development of self-employment, drafted an outline of instruc- 
tions for the organization of community clinics, arranged for projection equip- 
ment and educational films through the audiovisual aids department of the 
department of education, took an active part in the management of the show, and, 
adjusted difficulties as they arose and worked effectively and intensely during 
the show to acquaint visitors with the intent of the show and to arouse their 
interest in the services offered. Dr. Blackler aided the publicity by the distri- 
bution of an announcement of the show that was used as a stuffer in mailings to 
associations and individual business firms sent out by the bureau of business 
education. 

Mr. H. R. Harnish, chief of the division of development and stabilization of 
employment, assigned Arthur St. Clair, assistant chief of the division, to act as 
chairman of the planning committee. Mr. St. Clair called meetings of the plan- 
ning committee, coordinated the efforts of the various groups, called meetings of 
selected groups to consider specific problems, reported on assignments and 
program progress, arranged for necessary contributions by the Department of 
Employment, arranged for correlation of various publicity outlets and provided 
the publicity writers with support and background information, supplied story 
writers and radio-program editors with news and background material for 
human interest stories, adjusted difficulties as they arose, actively participated 
in the management before, during, and after the show, acted as a host to vis- 
itors, counselors, and other participants during the show, and prepared drafts 
of final reports and letters of acknowledgment. 

Mrs. Ro Foster, division of development and stabilization of employment, and 
Mrs. Margaret McKinney, department of employment (central office), assisted 
daily in the explanation of the intent of the show to the visitors, explained the 
functions of the counselors, arranged for businessmen and women to discuss their 
problems with the counselors and performed a myriad of tasks necessary to the 
handling of the large crowds and assisting in the details of the show management. 

Mr. James Bond, chief, public information and education section, of the de- 
partment of employment, wrote publicity and so on for release through the 
local offices and for State-wide release, wrote stories for use by chambers of 
commerce and other associations, and arranged for coordination of his work 
with the publicity department of the State fair. 

Miss Eunice Elton, department of employment, San Francisco, drafted the 
invitations and agenda for the meeting of September 8, acted as secretary for 
the conference and prepared the report of the proceedings of that meeting. 

Miss Ysabel Forker, chairman of the State advisory council for employment 
service and chairman of section 12 of the Governor's conference on employment, 
assisted in the development of the general plans, the development of lists of 
women to be invited to the conference, and acted as chairman of the working 
conference to foster the development of self-employment. 


PUBLICITY 


The publicity issued received wide acceptance. Radio and television shows 
were given in San Francisco and Los Angeles. Stories were released by the 
publicity department of the State fair in advance of the fair and special and 
human interest stories were also released through local offices of the depart- 
ment of employment in advance of the fair. All of these stories and releases 
included the details of organization, the objectives of the show, contributing 
organizations, a description of the conference to be held, and the relationship of 
the conference to the meeting of section 12 of the Governor’s Conference on 
Employment. Broadcasts from the fair grounds made by Miss MacGregor, 
Miss Forker, and Mr. St. Clair, were released through Sacramento stations. 
Many of these broadcasts were on State-wide hook-up. 

Radio station KSUE, Susanville, brought recording equipment to the show, 
arranged and recorded interview broadcasts for later release. These inter- 
views included discussions of the show and its importance to selected small- 
business men who were being counseled at the time of the recording, and inter- 
views with Mrs. Foster, Mr. Kieselhorst and Mr. St. Clair for the general 
stories and progress of the show. This broadcast was of additional interest 
because it was expanded to show the relationship between the show and the 
development of a program of expansion of employment and the educational 
facilities available for small-business men. 

The department of employment, in addition to its other outlets, used its 60 
station tie-in for the release of a story about the show during the week of the 
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fair. Summary of this publicity is difficult, but all evidences point to wide 
neceptance, 
DAILY ROUTINE DURING THE SHOW 


The show opened daily at 10 o'clock. The receptionists and hostesses greeted 
the visitors and explained the show and the exhibits and announced the time 
for counseling. The educational films were shown at irregular intervals to 
amuse or attract a crowd. Periodic announcements were made over the public 
address system to explain further the objectives of the show, the way it was 
organized and the counseling services that were available daily during the 
afternoons. The counselors greeted the many visitors who approached them 
and either discussed their problems or arranged for consultations with other 
counselors. The International Accounting Corp. of America and Moore's 
Business Forms maintained counselors throughout each day. Their work was 
supplemented in the afternoons by the whole array of counselors. On 3 nights 
the show was kept open, but the number of visitors was small, and as there 
was not sufficient staff available to permit relief, this extra time was not con- 
tinued. The show started to close daily at 6 p.m. The actual closing time was 
more nearly 7 o'clock. On two afternoons the show was closed at 3 o'clock to 
permit rearrangement and protection of displays for other events to be held in 
the Little Theater on those evenings. 


THE WORKING CONFERENCE TO FOSTER THE DEVELOPMENT OF SELF-EMPLOYMENT, 
SEPTEMBER 8 


This conference moved smoothly through the agenda. Materials were dis- 
tributed, the most important of which are attached. Miss Ysabel Forker acted 
as chairman, and Miss Eunice Elton as secretary to the conference and prepared 
the conference report. 


EVIDENCE OF ACCEPTANCE AND CONCLUSIONS FROM THE 1950 SHOW 


There is a substantial amount of evidence that this aids to small business 
show meets a real need. The most important of the evidence is: 

1. Over 7,500 visitors were attracted to the show ; 

2. At least 600 small-business men and women received individual counseling 
in the important fields of advertising, selling, promotion, finance, record keeping, 
accounting, and merchandise facilities ; 

3. There were a considerable number of visitors who received answers to 
relatively simple questions in connection with their business operations, or more 
frequently in connection with as yet uncrystallized plans for getting into business ; 

4. The counselors worked closely together as a team and on occasions, grouped 
themselves into a panel to discuss the more difficult problems ; 

5. All the publicity was widely accepted ; 

6. The exhibits and stories of the exhibits were studied carefully by many 
of the visitors; 

7. Interest in the show was expressed freely, not only by the visitors but also 
by outsiders ; 

8 Comment was frequently heard about the fair grounds that the show had 
the reputation of being good and being a success ; 

9. There were a substantial number of instances in which interest was ex- 
pressed either to the sponsors of the show or in casual contacts; 

10. In the latter part of the week visitors came in and asked for appoint- 
ments with counselors in specific fields, and asked to see specific exhibits; 

11. Many of the visitors commented on the interesting nature of the news- 
paper, television, and radio shows that had attracted them to the show; 

12. Several hundred signed up with the United States Department of Com- 
merce to receive their publications ; 

13. Approval and interest were freely expressed of the educational films that 
were shown; 

14. The spontaneous nature of the enthusiasm, interest, and participation in 
the working conference to foster the development of self-employment was very 
evident ; 

15. The fact that the @éxhibit received honorable mention in competition with 
many exhibits, most of which had been backed by substantial funds, is further 
evidence of acceptance ; 

16. Another measure of the wide interest is the fact that there are already 
requests for assistance in the development of local shows for Hayward, Chico, 
Salinas, Hollister, Berkeley, Marin County, and possibly Oakland. 
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ITEMS TO BE CONSIDERED IN FUTURE SHOWS 


1. The organization to plan and operate this show and conference has been 
successful because of the active interest of each participant. No small part of 
the success of the show has been because of the efforts voluntarily contributed. 
In order to assure continuation of the program, the committee recommends : 

(a) That the State Federation of Business and Professional Women’s Clubs 
be asked to continue their program of encouraging small business clinics and 
in any other ways to support the movement to toster opportunities for self- 
eluployment ; 

(6b) That Zonta International and Soroptimist International Association who, 
together with the State Federation of Business and Professional Women’s Clubs, 
assisted in the planning this year, and other interested organizations and asso- 
ciations be asked to serve on a continuing planning committee ; 

(e) That all interested organizations be encouraged to establish programs that 
will be coordinated and integrated with the programs of other public and private 
agencies and organizations in this field; 

(d) That associations of businessmen be asked to participate actively in the 
planning, exhibition and counseling work of this program ; 

(e) That the director of finance and the California State Agricultural Society 
be asked to provide for this program on an annual basis, to include in the so- 
ciety’s budget the funds necessary to permit adequate displays. In addition, 
that the bureau of business education in the department of employment be asked 
to gear their programs to give the greatest possible support to this program 
in the State and county fairs; 

(f) That the present planning committee be continued. The committee further 
recommends that other interested organizations be asked to participate in the 
planning and program, and that committee meetings start shortly after the first 
of the year. 

2. Theft or disappearance insurance proved to be a stumbling block. The 
committee considered this problem and concluded that small-business men would 
probably not be willing to exhibit if they had no insurance or were forced to 
buy it themselves. The best alternative was that the Business and Professional 
Women's Club (or some other private organization) be requested to carry 
such insurance each year. 

3. No badge or identification was provided for the hostesses, show officials, or 
counselors. 

The committee recommended that the responsibility for this be turned over 
to one of the participating organizations. No form was suggested, except that 
such identification might be similar to badges worn by convention members. 

4. There was no formal registration of counselors and other participants. 
The committee recommended that a formal registration card be completed by all 
counselors, exhibitors and other participants in the show. 

5. The signs that were used this year were prepared by the State fair. They 
served their purpose, but could well have been designed and laid out to add to the 
decorative display. 

The committee recommends that: 

(a) Signs be given as wide a distribution as the fair would permit with one 
sign, at least, in the machinery building and one within the Hobby show ; and 

(b) One of the State agencies include the cost of signs in its budget. 

6. There were many human interest stories that developed in the course of the 
show which could have been used for special stories for general distribution 
throughout the State and for longer stories for the newspapers in the com- 
munities from which the exhibitors came. From experience this year, the col- 
lection of the information for such stories should be a special assignment, 

7. Experience with this year’s show showed that printed explanatory material 
would have been very useful. The most obvious needs were : 

(a) A short description of the objectives and organization of the show to be 
handed out by the receptionists to the visitors ; 

(b) A longer description and explanation to be used to explain the organiza- 
tion and objectives of the show to counselors and representatives of the Business 
and Professional Women’s Club and other participating organizations, and 

(c) A collection of carefully edited paragraph statements to be used by the 
hostesses, speakers over the public-address system, and as guides in writing 
publicity releases. 

&. The counseling service was effective this year. Some expansion would be 
desirabie. 








672 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


The committee recommended that additional counselors in the following fields 
be considered : 

(a) Purchasing, together with the use of such source material as Thomas’ 
Manufacturers Index; 

(b) Identifying prospective fields for business ventures and steps that the 
prospective businessman should take before he starts in business : 

(c) The legal phases of starting a business, the pitfalls to be avoided and the 
licenses, taxes, and inspections required ; 

(d) The Better Business Bureau and its relationship to businessmen ; 

(e) The place of interested promotional groups, such as the Crosby Founda- 
tion and the American Research Investment Co. 

9. The committee considered and recommended the expansion of the commer- 
cial exhibits to include an air-conditioning unit as a sample of store moderniza- 
tion and another to show the latest ideas in commercial lighting. 

The committee also recommended that, if space were available, exhibitors in 
such fields as floor coverings, window displays, display materials and marking 
machines also be included. 

10. No business education training classes were held at the fair. The com- 
mittee recommended that such classes be considered for future fairs. 

11. No educational slides or films directly relating to the show were used 
this year. 

The committee recommended that if script could be drafted by committee 
members, the bureau of audio-visual aids and the department of education be 
requested to assist in preparation and in the production of useful slides or fi'ms. 

The committee further recommended that these be laid out and designed so 
that they would be useful in presenting the facts to education groups, service 
clubs, and show participants. 

12. The original intent of having each exhibitor prepare a poster to show 
his orgin, story, and development of his small business proved to be impractical. 

The committee recommended that the responsibility for the preparation of 
these posters, under the general guidance of the Advertising Association of the 
West, be turned over to an advertising group in the community in which the 
exhibitor’s business fs located. 

13. There was some tendency for the counselors to take a detached position 
and to wait until their services were specifically requested. Some plan, such as 
announcements made over the public-address system by the counselors, might 
strengthen their participation in the show. They could make such announce- 
ments as ones that would identify the counselors and explain their relationship 
to the show and the importance which they and their companies attach to this 
program. 

A case conference offers another method of greater participation by the coun- 
selors. If a conference room were available, all of the counselors could retire 
in the late afternoon to consider a particularly difficult case. If the case had 
been selected by one of the counselors himself, there would be added interest. 
The conference on such a case would be particularly interesting if the business- 
man could be called back the next day to be given the benefit of the group 
consideration of his problem. 

14. The lay-out of exhibits was discussed by the committee. Specific conclu- 
sions were deferred until a determination was made on the space to be used. 

One suggestion was that the exhibits be set up in separate compartments, but 
this would reduce the number of exhibits that could be placed in a very small 
room. Another suggestion was that a barrier in the form of ropes or railings 
might be set up around the exhibits at two or more feet from the general exhibits. 
There was general agreement that more space would be desirable, but the fact 
was recognized that some of the space in the present fair buildings, such as 
space in the machinery building, would not give the dignity and separation for 
the counselors that would be desirable. There was no disagreement that the 
space should be used exclusively for the show. The committee also concluded 
that exhibits in a straight line, rather than around a corner as in this year’s 
exhibit, would permit more ready access by visitors. 

15. The committee recommended that efforts be made to include the exhibits 
of business men and women from among minority groups. 

16. The operation of the show this year threw an excessive load on the staff 
assigned. 

The committee recommended that two teams of hostesses and show operators 
be assigned and that the show be operated the ful! 12 hours daily. 
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17. Some explanation be given to the counselors and hostesses. The commit- 
tee recommended that orientation and explanation be given in some organized 
fashion such as prefair meetings. 

18. As a final recommendation, the committee emphasized that such a: show 
as this could be effective only as it represented cooperation among public and 
private groups. The private organizations and the businessmen who participate 
have the knowledge and experience that will permit sound counseling and advice. 
The State agencies can serve best by acting as coordinating agents for the pri- 
vate organizations and the public school system. The committee further recom- 
mended that the planning group be expanded to include service clubs and other 
State agencies such as the Bureau of Vocational Rehabilitation. 


CONCLUSIONS 


This has been an extremely interesting program development. Many individ- 
uals and many organizations gave freely of their time and other resources. The 
extent to which work was done voluntarily and freely and the working-together 
spirit that was shown throughout the show wus even more strongly developed 
than any of us had ever hoped for, So much interest was generated that there 
is a real problem of organization to carry still further the successful work that 
has been done. 

One of the most interesting conclusions was that such collaboration of service 
organizations, business representatives, and interested Government agencies is 
an entirely feasible method. Each contributed his share and the show could 
never have been as successful as it was, had any of the groups not been included 
or had any of the groups not accepted freely the part assigned to it. 


WorKiING CONFERENCE TO Fosrek THE DEVELOPMENT or SELF-EMPLOYMENT 


Little Theater, Governor's Hall, California State Fair, Sacramento, Calif., 
September 8, 1950 


BACKGROUND 


This conference was a follow-up of section 12, Governor’s conference on 
employment, held December 5 and 6, 1949, which considered the problem, “Com- 
munity responsibility in creating self-employment for women.” That conference 
considered ways of stimulating self-employment, making the point that, for 
many persons, self-employment is more satisfactory than employment, and that 
self-employment adds to the total economic wealth of the State. 

The December conference held, as a group, that responsibility for stimulating 
self-employment is that of the citizen, both at State and community levels. 
Therefore, this follow-up conference was called, as a citizen group sponsored 
by the Governor’s office, the California Federation of Business and Professional 
Women’s Clubs, Zonta, and the Soroptimists, with the participation of the State 
Department of Eduction and the California Department of Employment. 

The physical setting of the conference was the Aids to Small Business Show 
at the State fair, developed by the bureau of business education, department of 
education, at the request of the working committee that called this conference. 
Approximately 7,500 persons visited these displays during the 1950 State fair. 

Among the exhibits were displays covering major points in building a suc- 
cessful business—finance, marketing, record keeping, and so on. Reference 
materials in each of these fields were available both from commercial exhibitors 
and from Government agencies, including the United States Department of 
Commerce. 

Displays of products that are in the “small business” category, or which 
started in that way and have since grown to considerable size drew great public 
interest. Many of these were submitted by persons who received counseling at 
the 1949 Business Opportunity Show, including wood carvings by Ward Gregg, 
of Lodi: Mrs. Agnes Longley, of Loomis (Ming Craft); Mrs. Ford Carr, of 
Antioch (Minni-Minx Dolls) ; and Mrs. Minnie Amos’ Dreams of India condi- 
ments. A considerable range of categories of items reflected the ingenuity char- 
acteristic of our people. 

Each afternoon, throughout the fair, representatives of various firms and 
establishments in finance, selling, advertising, record-keeping and retail store 
facilities served as counselors for persons operating businesses or considering 
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becoming self-employed. There was enthusiastic reception of this service by 
approximately €00 persons who took advantage of it; much credit is due to 
the individuals and establishments providing this assistance. 

It was in this very practical setting that the conference reflected in these 


notes was held. 
I, INTRODUCTION 


Miss Ysabel Forker, chairman, summarized briefly conclusions of the Gov- 
ernor’s conference on employment in December 1949 and explained that the 
present group had been called to talk through self-employment problems, and to 
develop channels for future action. She referred, as well, to recommendations 
of the first conference for appointment of a State-wide committee, and explained 
that such a permanent committee has not been designated. Recommendations 
of the 16 sections of the Governor's conference on employment included requests 
for a great many committees. While any one committee might well be a very 
effective device, appointment of 50 or more such committees would in all prob- 
ability create conflicting areas of influence and public confusion to the detriment 
of the many worth-while projects at stake. To work on this problem, Governor 
Warren requested the California Department of Employment, through its new 
division of development and stabilization of employment, to coordinate various 
community groups interested in expansion of employment and self-employment 
opportunities, and to serve as a focal point to transmit information. To a certain 
degree the division can perform the functions once planned for a State-wide 
committee; in great measure, however, the cooperation of citizen groups such 
as this one must be basic to this program. 


Il, STATEMENT OF THE PROBLEM 


Dr. William R. Blackler, chief, bureau of business education, State department 
of education, discussed the need for a State-wide program for encouraging self- 
employment of women. 

Dr. Blackler pointed out that after 100 years of California history, pioneering 
still continnes—pioneering in terms of new business ventures. Each is based 
on hope; it is founded on a need for a product or service, and encouraged by 
expectation of a reward for the risks, time, and effort involved. 

As he pointed out, the economic contribution of a new business is in two 
parts—the direct economic gain from the business itself, and the secondary 
gain from the stimulus it gives to related economy, such as financing establish- 
ments, or marketing firms. In addition, there is the personal satisfaction to 
the individual who launches into business for himself. Finally, there is a con- 
tribution to the strength of the free-enterprise system. 

“Is experience the best teacher?” Dr. Blackler asked, and answered that 
individuals sometimes do get the answers to problems by chance, but that experi- 
ence alone does not supply all the needed answers. Experience is sometimes 
a very costly teacher; many failures result from lack of adequate information 
and guidance. The consumer's dollar is the object of severe competition, and 
a new service or new product must enter into that competition. 

Dr. Blackler discussed some of the assistance available to persons venturing 
into a new field—the services of local community groups and agencies, guidance 
from the United States Department of Commerce, and from various financial 
institutions. In particular he called attention to the adult. education program 
available in every community where there is school systems, and pointed out that 
such a program can even cover much of the cost of a training and advisory course. 


It 


Mrs. Lela E. Swasey, chairman, small business clinic, California State Fed- 
eration of Business and Professional Women’s Clubs, discussed the progress that 
has been made to date in encouraging self-employment. She reviewed the history 
of the progress that has been made to date in encouraging self-employment. She 
reviewed the history of the program beginning with appointment in New York 
State of a New York Women’s Council to work with the Department of Com- 
merce in that State. As a result of newspaper and radio articles concerning 
the New York program, many letters expressing interest and requesting assist- 
ance were received from California women, and those letters subsequently became 
available for use in California. 
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As Mrs. Swasey made clear, leadership in California was taken by the Business 
and Professional Women’s Club, including sponsoring self-employment clinics 
in many localities. 

At the invitation of the California State Fair in 1949, the California State 
BPWC through Mrs. Swasey took the lead in presenting the Business Oppor- 
tunities Show at the State Fair. A daily panel of specialists was presented as 
part of the Business Opportunities Show in cooperation with the Department of 
Education, the Department of Industrial Relations, the Department of Employ- 
ment, and the Governor's office. Cases for consultation with members of the 
panel were developed by the BPWC and persons who had responded to the pre- 
vious New York State program were invited to participate. The Aids to Small 
Business Show at the 1950 State Fair was presented with the sponsorship of 
this same organization. 

Mrs. Swasey outlined the future plans of her group, incinding extension of 
the small business clinic to district BPWC meetings in order to interest more 
community groups. It is clear from her discussion that her organization will 
continue to provide leadership in this program. 

Her final discussion included a statement of various other sources of informa- 
tion and guidance that reach the public—pamphiets from banks, courses at Los 
Angeles City College, magazine articles, and radio programs. 

Mrs. Swasey presented Mrs. Ford Carr, of Antioch, who appeared last year at 
the Business Opportunity Show with a doll dressed in furs salvaged from her 
husband's hobby of raising rabbits, seeking advice about marketing such a prod- 
net. Counselors in 1949 encouraged her venture with practical suggestions for 
getting into business. Today there are eight models of Minni-Minx Dolls being 
marketed through 20 stores, and she employs 7 helpers. Mrs. Carr reported 
that she benefited not only from the teaching and help received at the clinic, 
but even more from information about where to turn for further advice as 
udditional problems arose. 


IV. REPORT TO THE CONFERENCE 


Mr. H. R. Harnish, chief, division of development and stabilization of em- 
ployment, California Department of Employment, had planned to participate in 
the conference and report the work of his division. However, due to the urgency 
of a survey for a military establishment in which he was engaged, he asked 
Mr. Arthur St. Clair, assistant chief, to report for the division. ‘The latter ex- 
piained that the division was established to work with community groups to 
assist them in developing more jobs, and in stabilizing employment—that is, 
leveling off seasonal variations in employment. At the December Governor's 
conference on employment, need for such a division was pointed up, to serve as 
u clearinghouse for ideas, to put available agencies to work on problems, and to 
coordinate activities. 

To date, the division has been able in varying degrees to (1) assist com- 
munity committees working on local employment problems; (2) assist industry 
groups to exploit possibilities; (3) handle special assignments, such as partici- 
pation in this conference; and (4) make special studies for military procure- 
nent agencies, 

Mr. St. (air reported that prior to the December conference, 10 communities 
had employment committees ; 33 more have now been set up, and an additional 
33 are contemplated at this time. Many cover a geographic area greater than 
a single community. 

One of the most useful functions of the division, he feels, is providing an 
opportunity for leaders in all fields to get together to talk out their community- 
employment problems and designate those who can act more effectively in various 
fields. Mr. St. Clair illustrated his comments with examples of activity in 
Various communities. 

Throughout his talk Mr. St. Clair emphasized that it is the community group 
through which action must be taken, that the division of which he is a part can 
only coordinate and exchange ideas and information. 


Vv. MODEL SELF-EMPLOYMENT CLINIC 


Mr. Earl Kieselhorst, special supervisor, bureau of business education, State 
department of education, introduced the panel members, who were: Mr. Walter 
Christensen, Eastern Stores, consultant in merchandising; Mr. Richard Oddie, 
small business advisory service, Bank of America, San Francisco, consultant in 
finance; Mrs. Janette Kiedaisch, Weinstock, Lubin & Co., Sacramento. adver- 
tising; Mrs. Jada Leland, Bon Marche, Sacramento, merchandising; Mr. Merrill 
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Woodruff, business specialist, United States Department of Commerce, field 
office, San Francisco. 

Mr. Rulon Van Wagenen, regional supervisor, distributive education, bureau of 
business education, State department of education, served as moderator. 

The clinie sat as a board of experts to advise individuals now operating small 
businesses and those contemplating business ventures, to provide specific guidance 
in various lines, giving solutions to some problems and information concerning 
sources of answers in others. 

In each case, Mr. Van Wagenen introduced the speaker who was an indi- 
vidual now operating a small business or a person contemplating a business 
venture. The prospective businesswoman stated briefly the present state of 
her business or business plans, explained what action she has taken, what action 
is contemplated and followed with a statement of the problem as she recognized 
it. Individual members of the panel responded with both suggestions for 
action and questions to clarify the nature of the problem under consideration. 
Discussion was informal between panel members and counselee until the subject 
had been fairly well covered. 

It was particularly interesting to the audience to see the enthusiasm with 
which panel members responded to problem situations and the wide variety of 
suggestions given. The discussion was entirely informal, which made it possible 
to cover many questions beyond those originally introduced for guidance. 

In addition to the aid of those individuals, however, a more far-reaching 
benefit resulted, for the clinic demonstrated to all those present the kind of clinic 
which can be conducted in any community to encourage small business enterprise. 

Mr. Kieselhorst outlined the steps to be taken to set up such a community 
clinic, presented those in attendance with an outline for action (a copy is 
attached). and suggested that, through adult education authorities of local 
schools, the clinic in a given community be followed by the small business 
training conferences referred to in the final section of that outline. 


VI. DEVELOPING A PROGRAM OF ACTION 


Following the model clinic a group discussion was begun to outline possible 
forms of community action to bring the advantages of increased self-employment 
to the State. In order to make possible the greatest expression of opinion, 
members of the conference divided into a number of small groups, each of which 
designated a spokesman to report back to the membership at large. 

From those reports the following recommendations were developed: 

1. Create a community committee representing all interested community 
groups to stimulate local interest and plan for local action. This might be a 
subcommittee of an existing community committee on employment or of some 
other group already in existence. 

2. Publicize local community resources for counseling and guidance to small- 
business men and to persons contemplating business ventures. Such local com- 
munity resources include the local chambers of commerce, the public library, 
public schools, community organizations specifically interested in the problem, 
and so on. 

3. Compile a community survey of new business needs. For example, it may 
be found that a community is short of certain types of service industries, such 
as cleaning establishments. 

4. Encourage the development of women’s exchanges. 

5. Develop methods of marketing, which might be through such established 
organizations as farm groups. 

6. Encourage the local public library to establish a section on aids to small 
business or a shelf devoted to this subject and encourage community use of this 
source material. 

7. Encourage personnel and employment managers of business firms to keep 
themselves advised of self-employment Opportunities and to counsel individuals 
concerning related training programs and advisory services. 

8. Send samples of proposed products to publications for analysis and busi- 
ness endorsement. 

% Stimulate expansion of hobbies into businesses. 

10. Encourage self-employment of rural women, disseminating information 
through farm organizations and the publications of those organizations. 

11. Bring together women who have selling ability and women who have cre- 
ative ability. 
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12. Extend demonstration self-employment clinics through organizations such 
as women’s clubs both local and district-wide. These will be, in effect, apprecia- 
tion clinics to illustrate the clinic method. 

13. Hold community self-employment clinics similar to the model clinic pre- 
sented during the Aids to Small Business Show. 

14. Whenever clinics are planned be sure to clear them through the educa- 
tional system, in order to have full community participation. 

15. Utilize facilities of the adult education program, such as the five-session 
Small Business Training Conferences available through local schools. 

16. Use adult evening-school programs as a means of discovering saleable 
skills. 

17. Use local news articles, radio and television to publicize the program. 

From such a wealth of proposed forms of action, it became apparent that no 
proper evaluation and final planning could be carried out in the limited time 
remaining for the conference. Miss Forker, therefore, réferred the suggestions 
for action back to the planning committee for further study and action. 

It was the consensus of the group that persons participating in this conference 
and those who took part in the December session of the Governor’s conference 
on employment should serve as the nucleus to provide community leadership 
in developing this program. 

Miss Helen MacGregor, representing the Governor's office, urged those partici- 
pating to get in touch with local school authorities in their own communities to 
initiate community action. 

Mr. Kieselhorst announced that within the limitations of available staff his 
organization will assist in organizing aids to small business shows at local and 
county fairs and suggested that requests for such assistance be routed through 
lecal adult education authorities or through local offices of the Department of 
Employment. 

As a final action of the group it was the unanimous recommendation of those 
present that a similar program be conducted at the 1951 State fair. 


SUGGESTIONS FOR CONSIDERATION BY COMMUNITY EMPLOYMENT PLANNING 
COMMITTEES 


I. INTRODUCTION 


Community employment planning committees were organized to foster the 
development of a sound and balanced economy in communities. Recent expe- 
rience has shown that these committees, using the original methods, can con- 
tinue their efforts to develop the community, and, at the same time, can aid in the 
full use of community resources for support of the defense effort. 


Il, OBJECTIVES OF COMMUNITY EMPLOYMENT PLANNING COMMITTEES 


Under current conditions, the community employment planning committees 
have two major objectives—to foster the maximum community contribution to 
the national defense effort; and to insure sound and stable community economic 
development through long-range planning. 


Ifl. ORGANIZATION 


The membership of community committees should include representatives of 
groups with a valid interest in the employment opportunities and in the welfare 
of the community and the Nation. The organization should be no more com- 
plex than the problems of the community require. All important factors should 
be covered by assignment to specific committees or subcommittees. 

Committees and subcommittees should be made up of members chosen for their 
interest and qualifications in the field assigned. Small units are desirable since 
they function more easily than larger ones. Committees and subcommittees 
should be set up as the need arises. When an assignment to a committee be- 
comes too heavy, additional committees or subcommittees should be set up. 

A small group acting as an executive committee should direct the activities of 
the committee as a whole. The executive committee should be headed by a 
general chairman and may include the chairmen of the most important com- 
mnittees. 
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The functions outlined in section IV below suggest possible fields to be 
assigned to committees. 


IV. FUNCTIONS 


1, Liaison with appropriate organizations and agencies concerned with the 
defense effort: (a) Military. establishments; (b) Procurement offices ; (¢) labor- 
management and manpower .priority committees, if and when they are estab- 
lished; (d) other governmeatal agencies; (¢€) war production employers, es- 
sential and nonessential employers. 

~. Determine the needs that have arisen or may arise because of increased 
mobilization for defense. These needs may be found by studies of: (a) Bsti- 
mates of expansions and the needs for workers (number, sex, and cecupational 
classifications); (0) needed skills and the amount of preemployment and in- 
plant training required to meet those needs; (¢) needed special facilities and 
services, such as: (1) plant facilities and equipment; (2) utilities; (3) trans- 
portation; (4) housing; (5) schools; (6) materials: (7) community services 
(such as police, fire protection, recreational facilities, ete.) 

3. List and evaluate community resources and prepare survey reports as 
needed. This will call for such sutdies and action as: (a) Determine imme- 
diate and potential availability of plant sites, buildings, equipment, machinery, 
and other physical facilities suitable fer anticipated and potential develep- 
ment, or expansion of essential industry and military establishments; (b) com- 
pile information on climate, geography, natural resources, communications, and 
transportation facilities relating to such industries; (¢) compile such data 
regarding airports as size, length, width, condition of runways, available build- 
ings, ete.; (d@) compile such information regarding highways as width, type, 
strength of construction, impairments, height of bridges and underpasses, ete. 

‘the original collection of data may be by paid analysts, or may be done as 
a school or student project, or may be done by businessmen in the community. 
Evaluation and the selection of data for specific survey reports will usually be 
done best by committee members or by someone intimately familiar with com- 
munity history and resources, and the attitudes of citizens in the community. 

4. Prepare for presentation of the facts involved in community problems to 
labor-management and manpower priority committees if and when they are 
established. 

This may be by the collection, evaluation, and presentation of data on the 
community. The community may be treated as a whole, or by cities, towns, 
and districts. Data not normally available, such as the occupational charac- 
teristics of the employed and unemployed, or of groups such as women, stu- 
dents, and the handicapped, older workers, and minority groups, may be of 
value in presenting information related to these problems. 

5. Prepare data to permit the committee to represent the community as a 
whole, before labor-management and priority committees, if and when estab- 
lished, in such matters as locally essential activities and local priorities. 

6. Develop relationships with agencies and organizations responsible for 
programs and decisions that will affect the defense effort, in order to assure 
community understanding and acceptance. 

7. Study problems and prepare recommendations for action that will lead to 
maximum utilization of the labor force. (This might be by such action as 
recommendation for extension of the workweek, use of part-time workers, 
and the limitation on retail store hours.) 

8. Aid in the study and evaluation of needs and plans for such public services 
as public utilities and transportation and lend support to action to meet the 
changing requirements of the community and the national defense effort. 

9. Study and recommend action to meet needs for adequate child care facilities 
for working mothers. 

10. Cooperate with appropriate agencies and groups in planning for housing 
to meet the demand. 

11, Cooperate with educators and manpower agencies in developing adequate 
training facilities in support of the essential activities in the community. 

12. Aid in the recruitment of workers to staff essential employers. 

13. Help persuade employers to adjust their hiring practices so as to minimize 
the waste of available manpower resources and obtain community cooperation 
for avoiding direct, destructive competition for workers and job shopping 
among workers. 
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14. Encourage the clearance of all job orders through the local employment 
service office. 

15. Solicit the aid of apropriate organizations to assist in development of 
plans which will assure full utilization of all manpower in the community before 
seeking workers elsewhere. 

16. Aid in the recruitment of volunteer workers for essential community 
services. 

17. Aid employers who do not have preferential status in recruitment of 
workers from among labor resources not needed to support the defense effort, 
tapping supplies of workers not normally in the labor market, including such 
groups as older workers, youths, handicapped workers, and part-time workers. 

18. Correlate current emergency plans with long-range plan for the expansion 
of industry and employment, and for the development of a balanced economy 
in the community. 


CONCLUSION 


As the emergency becomes less serious, and with the reversion to a peacetime 
economy, the information essential to making a major contribution to the 
national effort will be invaluable in furthering the long-range community plans 
which were the responsibilities originally conceived for such committees. The 
same organization can, with little modification, adjust to changing local, 
national, and international conditions. 

The Cuarrman. Mr. Multer? Mr. McKinnon? 

Mr. McKinnon. Mr. St. Clair, I have a lot of complants from 
people in impacted areas saying they can’t get subcontracts because 
the prime coutractor is afraid to place the business out to the subcon- 
tractor because it may rob him of the labor availability. Have you 
run into any situations like that in your employment concerns / 

Mr. Sr. CLarr. When you speak of availability you mean his ability 
to recruit them ¢ 

Mr. McKinnon. Locally; yes. 

Mr. Sr. Carr. I have heard that statement, and I have also heard 
the statement that the centralized areas are now drawing workers 
from the centers away from the metropolitan areas, and there is some 
suspicion that they are also hoarding hens: 

Mr. McKinnon. You haven't made any investigation of that? 

Mr. Sr. Cuarr. We have no evidence that would point directly to 
that. 

Mr. McKrwnon. Has any move been undertaken by the State of 
California toward vocational training to make possible use of the 
people in an impacted area rather than recruiting people and bring- 
ing them in ¢ 

Mr. Sr. Cuatr. The machinery is slow to start. We have started 
that through the local vocational schools and operations. There are 
some of those that have started already. Most of those, however, 
have been in the metropolitan area because contracts have not been 
available away from the area yet to any large extent. 

Mr. McKinnon. When these vocational programs are set up, will 
the graduates of those schools be available to the small man, or will 
the school be run primarily for the benefit of the large contractor? 

Mr. Sr. Ciarr. We don’t know yet. I would say in the smal! com- 
munities almost exclusively for the small-business man; in the large 
communities itmight well swing the other way. 

Mr. McKinnon. There are programs cadens where the large 
company will take over the vocational program which the Govern- 
ment will finance, and that large company will get the benefit of the 
people that are trained, but it leaves the small industrialist completely 
at a loss, does it not, under a program like that ? 

8$6267—51—pt. 1——-44 
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Mr. Sr. Crater. It does the way you describe it; yes. Those are the 
ones that we have been hearing about. Relatively few of them have 
was ogg in California. 

Mr. McKinnon. They are financed by the Federal Government in 
large part, but the little man doesn’t get the benefit of it? 

Mr. Sr. Ciare. It would appear so. 

Mr. McKinnon. If the State took over the program and ran it as 
a State facility, it would be run for the small industrialist? 

Mr. Sr. Crate. It would be run without regard to the size of the 
industry. 

Mr. McKinnon. It would make trained labor available to the little 
man. In other words, the Government should delegate its funds to 
the State department of education and have it administered by your 
vocational system under the State which would make all labor avail- 
able to all manufacturers instead of being channeled through the large 
contractor for his benefit? 

Mr. Sr. Criarr. There is no question in my mind but what that 
would be an advantage to the small employer to have trained workers 
available through the trained educational system. 

The Cuarrman. Mr. Hill. 

Mr. Hix. Just one question: What effort has your department 
made to make a survey of the State to find out where your small 
manufacturers are and the type of equipment and machinery they have 
and also the quality of the men or workmen inside the organization? 
What type of survey have you made, if any, of the whole State? 

Mr. Sr. Crair. I do not have any State-wide study at my fingertips. 
The work that you describe is essentially the work of the division of 
development and stabilization of employment to assist communities 
to make those studies. We have assisted a number of the communi- 
ties to make studies to get the kind of information you suggest. So 
far as I know there has been no State-wide accumulation of the data 
by the State department. 

Mr. Hut. If you are going to ask the local communities to make a 
survey of their possibilities in regard to small manufacturing con- 
cerns, you would certainly have to furnish them with ideas and plans 
and records. After they had collected the information, you could file 
a basis wherein it would be worth something after you conducted the 
survey. You haven’t even done that. 

Mr. Sr. Cramer. Yes. One of things I mentioned in the course of 
this prepared thing was that a publication has been put out which 
lists the bare outlines of the community at stake, not in detail, but 
that is available and is at the places where industrialists go to get that 
information. We have it in all of our local offices, of course. It is 
information about the labor force. It is information about the peri- 
odical changes in the labor force, some information about typical 
wages, some information about the concentrations in different indus- 
tries, workers in different industries, information of that sort that 
we have available and is published and is available anywhere in Cali- 
fornia. Further detail we are of the opinion can best be evaluated 
by local communities, and, therefore, we are recommending that com- 
munities do that initial work and then forward that themselves to 
such centralized points as the industrial departments of the banks 
and soon. The department of employment had not taken that step. 
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Mr. Hit. You see what is behind my question. Someone comes 
along and says thus and so in regard to the manufacture of articles 
we need immediately, but when we are back two or three thousand 
miles away from that little business we cannot tell—I am talking about 
a Congressman—he cannot tell whether the proper equipment is in 
that little manufacturing shop or not. I have already met that. We 
do not know. 

No. 2, we do not know the type of workmen he can put his fingers 
on to operate the machines to make the type of equipment that is 
necessary. We do not know how he goes about getting his raw mate- 
rial; we have no idea about his financial situation. That is not our 
business. I simply say that is not our business at all. That is not 
what a Representative is supposed to do. We are supposed to have 
the information if we are going to contact the Army or any procure- 
ment officer. If he wants to know what the situation is in that little 
plant, we should be able to have the information or supply him with it. 

Mr. Sr. Cuair. Our experience is so constantly changing that it 
takes a very active organization to keep it up and evaluate it. 

Mr. Hitt. That is important. 

Mr. Sr. Cuair. That is important, and we, therefore, are recom- 
mending the organization of community committees to take that kind 
of responsibility to see to it that that is kept up and that the informa- 
tion is available in your office or in an industrial office where it can 
be most readily used. 

Mr. Hitz. That is all, Mr. Chairman. 

The Cmarrman. Thank you, Mr. St. Clair. Is Mr. Doub in the 
room? Will you come up? 

Before you give your name and position I would like once again to 
go over the list of representatives of the Government agencies. Is Mr. 
John Judge in the room? 

Mr. Juper. Yes, sir. 

The CuHarrman. Will you come up here and take a chair. Mr. 
Merril Woodruff ? 

Mr. Wooprvurr. Yes, sir. 

The Cuarman. Mr, Woodruff, will you do likewise? Mr. John 
Tolan. Mr. Robert Bradford, Will you take one of those chairs there 
and sit down, please? Maj. J.W. Mayo. Mr. A. P. Burleand. Cap- 
tain Schaff. Proceed, Mr. Doub. 


STATEMENT OF DONALD V. DOUB, CHIEF ENGINEER, PACIFIC GAS 
& ELECTRIC CO., MEMBER OF SAN FRANCISCO CHAMBER OF 
COMMERCE 


Mr. Dovus. My name is Donald V. Doub, chief industrial power 
engineer for the Pacific Gas & Electric Co., a member of the San 
Francisco Chamber of Commerce industrial advisory committee and 
chairman of the electronics section of the chamber’s industrial devel- 
opment committee. I am appearing before this Congressional Small 
Business Committee in the interest of small manufacturers of San 
Francisco and the bay area. 

In behalf of the board of directors of the San Francisco chamber, I 
wish to take this opportunity to thank the honorable Members of the 
House of Representatives Small Business Committee for the oppor- 
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tunity to appear at these hearings. and to convey the thanks of our 
organization to you individually for traveling this distance to hear 
problems of small-business men of this area. 

Since the beginning of the Korean conflict, the activity of the San 
Francisco Chamber of Commerce has gradually shifted from normal 
community development and servces to those directly related to the 
defense effort. 

Immediately following the passage of the Defense Production Act 
of 1950, the San Francisco chamber sponsored in cooperation with the 
California Senators the first northern California and Nevada De- 
fense Mobilization-business conference. Nearly 1,000 manufacturers, 
distributors, and other businessmen from northern California and 
Nevada assembled at the Fairmont Hotel on September 6 for an all- 
day conference designed to assist all businessmen, small and large, 
who were interested in or concerned with the prosecution of the 
country’s defense program, to organize their activities to the best ad- 
vantage. Basic information regarding the Nation’s industrial mobili- 
zation program was presented by top Washington executives of the 
small business divisions of the Department of Defense, General Serv- 
ices Administration, Reconstruction Finance Corporation, and the 
Department of Commerce. An inspiring keynote address was de- 
livered by Harry Blythe, Chief, Industrial Mobilization and Plan- 
ning, Department of Defense. 

As an indication of the interest created at this conference, nearly 
200 small-business men completed forms which were distributed at 
the meeting and designated their interest in defense production and 
posed problems typical of those then being faced by small manu- 
facturers. 


It may be well to point out that there are about 4,000 manufacturers 
in the San Francisco-Oakland metropolitan area and over 90 per- 
cent of these factories fall into the Bureau of the Census definition of 
“small business.” 

Because of the many problems confronting small-business men 
as a result of controls, regulations, and procurement procedures set 
forth in the Defense Production Act, inc avon Fs demands have been 


made upon local agencies, including our chamber of commerce, the 
National Production Authority regional offices of the Department 
of Commerce, local Government purchasing agencies and local pro- 
duction planning offices of the Munitions Board. 

The industrial department of the chamber of commerce has es- 
tablished a mailing list of Government award synopses and bid in- 
vitations and in the chamber’s weekly bulletin edits a regular column 
entitled, “Business in Defense.” The department also cosponsored, 
with the Metal Trades Association, a producers and distributors 

“mon Noveraber £7 for the purpose of clarifying National Pro- 
duction Authority sedert and regulations. 

Generally speaking, it has been the experience of small manu- 
facturers in this area that the present system of priorities and al- 
locations, within the framework of NPA regulations governing in- 
ventory control and DO ratings, is discriminatory against small-busi- 
ness men. The declaration that certain percentages of basic ma- 
terials would be allocated to defense production has created arti- 
ficial shortages of materials available for normal civilian production 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 683 


by diverting these materials far in advance of the actual need for 
them in defense production. For example, it appears that the in- 
ability of small manufacturers to obtain supplies of strategic and 
critical metals for their normal production purposes has been out 
of all proportion to the demand to date for these metals for purely 
defense purposes. 

On the other hand, large manufacturers appear to be in a generally 
more favorable position with respect to materials. First, because 
they are larger and therefore preferred customers of basic suppliers; 
secondly, because they are usually in a better position financially to 
absorb the losses caused by material shortages; and third, they are 
better able to withstand the shock of certain critical shortages because 
of their diversification and ability to concentrate on those items which 
do not require critical materials. 

Another problem which confronts many manufacturers, both large 
and small, in this area is the inability to do a reasonable amount of 
future planning because of the lack of information regarding the 
extent and aceeleration of defense production work to be expected in 
this area. Six months ago there were many rumors to the effect that 
large prime contracts to be allocated to the San Francisco Bay region 
would seriously tax the productive capacity of all shops large and 
small. To date, the number of prime defense contracts obtained here 
can be counted on the fingers of one hand. 

Since employment in this area is presently at a higher peak than 
at any time since World War II, small manufacturers who are in a 
doubtful position regarding their ability to obtain defense work are 
losing their skilled employees to more essential appearing jobs or to 
larger manufacturers offering more security. 

Because of the time lag between issuing invitations to bid in Wash- 
ington and the dissemination of the information in this area, there 
is frequently not sufficient time for local manufacturcrs to prepare 
bid information before the bids are closed. 

To summarize, the major problems plaguing small manufacturers 
in this area are: 

(1) Material shortages; 

(2) Inability to do future planning; 

(3) Difficulty in holding skilled labor; and 

(4) Insufficient time to prepare bids. 

Before closing my statement, I should like to cite a typical example 
of one segment of bay area small manufacturers who are attempting 
to solve their problems by combining their planning efforts to assist 
in the defense mobilization program. The San Francisco chamber’s 
electronics section has recognized for a period of several years the 
importance, for defense or war production, of some 25 or 30 small 
electronic manufacturers in the San Francisco Bay region. This 
group has management, engineering, skilled labor and facilities which 
are capable of producing large quantities of high-quality electronic 
products. Recently, at the instigation of the chamber’s electronics 
section, these manufacturers have been organized into an association 
which is preparing to present to Government procurement agencies 
information on their combined productive ability and capacity. 

I should like to introduce to you at this time the temporary chair- 
man of this electronics. I think you have already heard from him— 
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Mr. John M. Karr, owner and chief engineer of the Karr Engineering 
Co., Palo Alto. 

The Carman. Thank you, Mr. Doub. Mr. Multer. 

Mr. Muvrer. Mr. Doub, I think the set-up throughout the coun- 
try is the same to this extent: that the procurement offices of the 
various defense services have set up offices throughout the country. 
We have a long list of the offices of this area. In addition to that, 
the Department of Commerce has set. up field offices throughout the 
country including many in this area. Now, what I would like to 
know, and I think the members of the committee would like to know 
is why your small-business man is not getting the information that 
is supposed to be made available. Is it because he doesn’t go to these 
officers for the information? Is he sitting back waiting for them 
to give him the information? What is the acle? 

Mr. Dovs. I think at first that was true. The small-business man 
didn’t know where to go, and he didn’t have the initiative that he 
should have had at the Sosinuine: But through the chamber of com- 
merce facilities and the representatives of the United States Depart- 
ment of Commerce out here and all the other groups that are working 
to solve this thing I think he very readily became aware of the places 
to go to get the information, and I think that situation is cleared 
almost entirely at the moment. 

Mr. Mutrer. In addition to the information what, if any, is the 
obstacle that prevents him from getting the contract ¢ 

Mr. Dovs. Well, from the number of complaints that we have, it 
seems that by the time the information gets out here somebody else 
who has representatives in Washington has the contract. 

Mr. Motrer. I think you will observe that we have almost as many 
representatives here of the various Government agencies in this area 
as small business, and I hope before we get though here they will 
have an opportunity to tell us why the small-business man is not get- 
ting the contracts. I can’t understand this question about there being 
too short a time in which to get your bids in. I know the way we 
are doing it in the East is that the bid is advertised or request is 
sent to the men who would be interested in making an offer and they 
submit this offer locally. I should think the purpose of setting up 
the local procurement offices throughout the country and in this 
area is so that the small-business man can submit his offers here and 
not have them sent out to some distant place. 

Mr. Dovs. Well, the complaints that we have had up to this time 
seem to indicate to us—I am speaking now as the chamber of com- 
merce—that there is where the difficulty exists. Now, what the actual 
ramifications are I am not prepared to say. But apparently there 
have been contracts particularly for some electronics goods that have 
been obtained at the Washington level which might have been bid 
on here had they known about it soon enough, and it is possible that— 
I don’t know whether Mr. Karr brought that point out or not—some 
of the boys have fared rather badly in that respect. 

Mr. Mcurer. He touched upon it very generally in a general state- 
ment. I think we would like to know some specific instances so we 
can judge just what the trouble is. J 

Mr. Dovs. Would you like to ask John some more questions on 
that ? 
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Mr. Mutter. I hope that some of the men who will appear here 
on behalf of business will give us some specific instances as to what 
their difficulty is rather than just the general statement we have had 
up tonow. We can try to find out from the men who are representing 
the Government here what the answer is to that and clear it up before 
we leave here if possible. 

Mr. Dovs. I have a number of instances here of other types of diffi- 
culties, not that bidding one, but on material shortages, that might 
be of interest, but that particular point, I haven’t much data on that. 

Mr. Murer. Your material shortage is one that each businessman 
will have to solve for himself, is it not? If we ever get to the point 
of rationing and allocations, then we will have to see that small busi- 
ness gets their share of materials. What can the committee do now 
to aid the small-business man in getting materials if the supplier 
won't give them to him? 

Mr. Dovn. I would not know. The only thing as we see it is the 
difficulty that the small-business man is encountering at the moment, 
and undoubtedly, there will be regulations and controls that will 
come along which are calculated to help. In the meantime, some of 
these fellows are quite hard-pressed, and I was particularly impressed 
with one instance here where this firm is doing work for Benecia 
Arsenal and naval air station and some other Government establish- 
ments in the area and making switch gear of one kind or another, 
and they can’t get the copper they apeil: They have to make substi- 


tutions. It is costing them more because of the substitutions, and 
it is not exactly what the people want. It is that type of thing. I do 
not class it as too serious at the moment, but some of the smaller 
manufacturers have stated that unless things do change they are going 


to be in dire straits because of it. 

The Caamman. Mr. McKinnon. Coming back to the order situa- 
tion, when an invitation for bid is let is it released in Washington 
before it is received in San Francisco? Is there a differential that 
favors the easterner over the westerner ? 

Mr. Dovs. That is our understanding, that these bids become avail- 
able there, and by the time the information gets out here these fellows 
do not get a look-in. 

Mr. McKrynov. Is that also true not only geographically but in 
size where the big firm with a representative in Washington gets the 
inside track on it ? : 

Mr. Dour. That is our understanding of it. 

Mr. McKinnon. In your opinion it should not be too difficult to 
reg a certain release time throughout the Nation on these invitations 
to bid? 

Mr. Dovs. If that were possible, I think it would help greatly. 

Mr. McKrxwon. In this way it may increase the chance of getting 
a wider interest and a wider bid? 

Mr. Dour. In my opinion, yes. 

Mr. McKtxnon. Coming back to shortages of materials, as I un- 
derstand the way the armed services are working some of this ma- 
terial control, when a bid is considered or an item is considered to go 
into manufacture or even being considered to go into a bid stage, the 
material is more or less earmarked and set to one side and an inven- 
tory control planned, is that true? Do you know about that? 
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Mr. Dovus. No, I am not familiar with the workings of that. In 
our own business we do not get into it, and I have heard mention of 
it, but outside of the fact that, of course, everybody is familiar with 
the DO procedure at the moment. 

Mr. McKinnon. Which is only a fishing license more or less. 

Mr. Dous. That's correct, and this same company that I mentioned 
a moment ago tell me that on the DO-97 which is an MRO, that it is 
almost impossible to get anything in the way of materials. 

Mr. McKinnon. In material production we are still producing as 
much as we ever did. 

Mr. Dous. Apparently, yes. 

Mr. McKrynon. Do you know where it is going ¢ 

Mr. Dovun. We wish we did. Maybe we could get a hold of it. 

Mr. McKinnon. Do you know of any large or unusual inventories 
in the San Francisco area ¢ 

Mr. Dovun. I don’t personally, no. You take on the DO-21 that the 
company I mentioned is using for the Benecia Arsenal and naval air 
station they are having difficulty with that. 

Mr. McKinnon. Their regular source of supply is dried up? 

Mr. Dovs. Apparently, yes. 

Mr. McKinnon. Can't the source of material tell them where it 
is going ¢ 

Mr. Dovun. None has come through to us. They just say, “We 
haven't got it.” Oh, there is lots of feeling about this thing, lots of 
hearsay. I certainly would not want to quote it into a record, because 
I don’t know, and I don’t think but people do know. All we know is 
they say, “We go to our suppliers, and they tell us, ‘Unless we have 
a certain DO number, they can’t even sell it to us.’ They haven’t 
enough. 

Mr. McKinnon. But these fellows are not buying more than they 
bought historically ¢ 

Mr. Dovn. No; apparently not. I don’t think they are buying any 
more than they would normally have done. 

Mr. McKinnon. But they are not able to get their normal historical 
supplies at the time. 

Mr. Dous. That is apparently the case. There is one example here. 
A tank and welding han here in town said that they normally get 
about 800 tons of plate and 40 tons of sheet a year. That is per 
month. But they cannot get that. That is their normal ran. 

Mr. McKinnon. That is what they have been buying the last sev- 
eral vears / 

Mr. Dous. That’s right. They can’t get it now even with this DO- 
21 and certainly not with their DO-97. 

Mr. McKinnon. Let me ask you what Government agency issued 
the DO order and for whom is this stuff being turned out at the pres- 
ent time in the national defense effort ¢ 

Mr. Dour. You mean for this particular one? 

Mr. McKinnon. Yes. 

Mr. Dour. That, I don’t know on the tank and welding unit. You 
see they are turning down many orders extending delivery to 8 
months; the situation is getting steadily worse. They are daing some 
work for Navy. More than that they didn’t elaborate on it. 

Mr. McKinnon. Is there some agency that has contact with that 
particular company ? 
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Commander Wenerovius. I don't know about it specifically, but it 
is probably in my office. 

Mir McKinnon. We would like to have some information this 
afternoon on that. Can you get some information on that this 
afternoon / 

Commander Wenorovivs. If Mr. Doub can give me the contract 
number, 

Mr. Dous. We can get it from the manufacturer. I haven't taken 
the contract number on any of these. 

Mr. McKinnon. Could you get that for the commander? What 
we are trying to do is pin some of these things down as a specific 
example to see what we can do in a general way. 

The Caairman. May I add to what Mr. McKinnon has said that 
the reason we have these Government representatives here is so that, 
if you have specific complaints, we can call them to their attention 
and get specific answers, and if we cannot get the answer today, we 
will expect the answer by tomorrow at the latest. 

Mr. Dir We would be very happy to get very specific data on it. 
We can get the contract numbers and find out the DO's they are 
using and names also. 

Mr. McKinnon. I think it will be helpful to us, and it would be 
helpful to you if you give us specific examples where these fellows are 
failing to get their historical supplies, and we can trace down and 
see what happens to the stuff and see what the little fellow is not get- 
ting in the way of staff he should be getting. We would appreciate 
your information on that. 

The Cuairnman. Mr. Hill. 

Mr. Hitt. I have a question. You mentioned delay in information 
on bids, particularly, the further away from Washington you get, the 
slower the information. Of course, in the last 3 or 4 weeks I have had 
some actual experience on that, and it is not any hearsay, as far as 
1 am concerned. I wish it were, because these fellows have got their 
fighting clothes on, and they aren't getting their information. I can 
give the committee the names and firms and the president and vice 
president and secretary and the board of directors. if they like. What 
do you knew about this scheme that is going on now to do away with 
all bids that is going on under your nose, and they are going to nego- 
tiate these contracts? Tell me how you are going to find out what is 
going on out here in San Francisco, that is going on right now. Then, 
I want to tell. you something we have discovered. Do you know any- 
thing about that? They have quit bids entirely, and they are nego- 
tiating all these contracts; do you know about that ¢ 

Mr. Dove. I heard something like it. 

Mr. Hitt. We already find where we are out in the cold and no 
possibility of getting any heat. The second thing is this: Our com- 
mittee will show by its work that we have been doing that right at the 
present time; I think it is 92 percent in the last 3 or 4 weeks have been 
changed from bids to negotiation, and you haven't got a Chinaman’s 
chance to find out about the negotiation until some company has the 
contract. That is what is going on, and that is what we can prove. 
This thing is serious, and I think vou made a wonderful statement. 

The Carman. May I say, Mr. Hill, that I agree with you, so far 
as the defense effort is concerned practically all the business is going 
to big business, and the little guy is being left out in the cold, and we 
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want to find out specifically just what the reasons are, because we want 
to do the best we can to correct this inequitable situation as it exists 
at the present time. Mr. Shelley. 

Mr. Suetiey. Mr. Chairman, rather than ask a question I want to 
pose to Mr. Doub two things that seem to me to be criticism of the 
present system, and ask his thought on it: One, if they are going to 
follow the practice of giving defense contracts to big business, which 
as it is being carried out now is putting many small businesses out of 
business, then they certainly should cut back on the control of raw 
materials to the extent they can, since they are not in 100-pereent 
defense production, and let the small-business man get into civilian 
production. Is that one of the points that you have in mind? Sec- 
ondly, you find a problem on the part of small-business men in getting 
information. He is asked to go to a dozen different sources, and there 
is no single office of Government which coordinates the information 
from all the various departments of Government. Have you bumped 
into that problem ? 

Mr. Dovn. Well, that has been pretty true, but I think the United 
States Department of Commerce is doing a splendid job on that right 
at the moment. 


Mr. Suetiey. In correcting that situation ? 
Mr. Dovs. Yes. 
Mr. Sueviey. Those are the only two points I want to make. 


The Cuatrrman. Thank you, Mr. Doub, for your very interesting 
testimony. The committee will stand in recess for 5 minutes, but be- 
fore we do so | want to make an announcement : If there are any in the 
room who wish to testify who are not on the docket, I would appreciate 
it if you would take the matter up with Mr. Don Bradley, who will 
make arrangements for you to do so. Before we recess I will once 
again check the Government witnesses, because I believe I have missed 
naming a few in going over the list. Mr. Merrill Woodruff, of NPA. 
Lieutenant Colonel Gurnee of the Army Quartermaster Corps. Maj. 
J. W. Mayo. Mr. A. P. Burleand, Navy Air Force Procurement. 
oo Schaff of the Navy Twelfth District Supply Office. 

The committee will stand in recess for 5 minutes. 

(A 5-minute recess was taken.) 


AFTER RECESS 


The Cuarman. The next witness will be Mr. Ken Moelter, manager, 
raanufacturers division, Oakland Chamber of Commerce. Is Mr. 
Moelter in the room? The next witness will be Pat McDonough, the 
McDonough Steel Co., Oakland, Calif. Sit down, Mr. McDonough, 


and proceed. 


STATEMENT OF PATRICK W. McDONOUGH, PRESIDENT, McDONOUGH 
STEEL CO., OAKLAND, CALIF. 


Mr. McDonovuen. I might tell the committee that I have a prepared 
talk, and I have given Mr. Don Bradley copies of it, so if you wish, 
you can get the copies from him. I might also state that I have come 
here to talk generally. I haven’t come here to ery on your shoulders, 
because I know it won’t do any good. I have come here to give you my 
personal opinions, and I will read them to you. 
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The Cuatrman. The only thing, we have told the witnesses that 
they will have 5 minutes, and then they can file a statement in addition 
to that oral statement. 

Mr. McDonoveu. It won’t take much over 5 minutes. 

The Cuatrman. Be sure you do not exceed the 5 minutes. Proceed. 

Mr. McDonoven. This won’t be a waste of time, I can assure you of 
that. 

The speaker, Patrick W. MeDonough, president of the McDonough 
Steel Co., 800 Seventy-fifth Avenue, Oakland, Calif. MeDonough 
Steel Co. was founded January 1, 1924. McDonough Steel Co. is a 
steel-fabricating plant employing from 100 to 400 men according to 
business conditions. During the war McDonough Steel Co. received 
the Army-Navy E award from three renewals. The McDonough Steel 
Co. manufactured LCM invasion boats at the lowest price in the 
country, despite being in competition with other manufacturers located 
in the Middle West, East, and South, where labor conditions and wages 
were more favorable. 

I have come here with no illusions. I do not think anything that 
I may say is going to cause any favorable upsurge in small-business 
conditions. I might further state, and with no disrespect to your 
committee, neither will small business receive any impetus due to 
the peregrinations of this Small Business Committee. You will hear 
plenty of words which in the end will be compiled in rough book form 
and then stacked away with other similar works and to be referred 
to in the future as, “What is this?” But, as a committee, I recognize 
that you have an assignment and a duty to perform. This same thing 
has been going on for years by similar committees and you at this 
time happen to be the human material. 

It has been my experience and my fixed opinion that Congress has 
at only one time ever done anything really helpful to “all business. 
That was the enactment of Public Law 603 during the Second World 
War that brought into life the Smaller War Plants Corporation. 

The Smaller War Plants Corporation was authorized by this law 
603 to do four things, all of which must be present to bring about the 
needed help of small-business enterprises. First, the power to force 
the Government agency about to award a contract to award it to 
small business. Second, it had the power to state that such and 
such small-business enterprise was capable of performing the contract. 
Third, it was in a position to supply this small enterprise with engi- 
neering ability and business knowledge. And fourth, most impor- 
tant, it had the finances to loan to sana tT basineet so that the particular 
contract would not suffer from the lack of finances. 

The very name of the Corporation set up by Public Law 603 was 
enough to almost incapacitate it from its beginning. Namely, 
Smaller War Plants Corporation—not small, but smaller. Because 
of its help to small business, Smaller War Plants Corporation, per- 
haps at the behest of big business and banking interest, after War Two 
was placed in line to be hammered on the head and to submit to hav- 
ing its throat cut simultaneously. 

The carcass of the Smaller War Plants Corporation was moved bod- 
ily to the Department of Commerce under a division known as the 
Small Business Department. None of the afore-mentioned powers 
went with the transferral. Consequently, the new agency had all the 
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life, vigor, and vitality of an Egyptian mummy. But, worst of all, 
this movement of the Smaller War Plants Corporation to the Depart- 
ment of Commerce brought Small Business into a rarified atmosphere 
where it would be difficult for it to breathe and do business on a basis 
of social equality. It was like telling a person that lived most of 
his life in a Third and Howard Street flophouse that we are gomg 
to close this joint so in the future it would be in order to go to the 
St. Francis Hotel and make arrangements for lodgings. 

In all my years I have known but one small-business man that 
attempted to do business with the Department of Commerce. After 
a fusillade of telegrams and letters, he felt that all was not lost, 
because he learned that they certainly have some very good letter- 
writers in Washington. 

Small business is to big business what the rabbit is to the hound and 
has equal chance for survival. I do not come here to attack big business 
in any way. The most popular way to get smal] business mentioned 
favorably is to attack big business. 

Big business, in the United States, has done a wonderful job. As an 
illustration, when I was a kid learning the boilermaker’s trade on the 
San Francisco waterfront, every business had its own power plant, 
consisting of boilers whose capacity depended on the size of the busi- 
ness. The machines were operated by a long line of shafts and belts. 
Today we go to each machine and push a button to get independent 
electrical operation. And, it is fair to say, that the present effective 
and efficient operation by individual motors is done at a cost much 
less than the labor cost alone of operating the former primitive boiler 
power plants. 

It took big business, such as the Pacific Gas & Electric and others 
to have the foresight and financial courage to bring about the present 
day industrial development. You do not have to be very smart to 
know how backwards our industrial development would be if we had 
waited for small business to build power plants, or worse still, had we 
been forced to wait for the Government to act. 

Other big businesses, such as the auto, electrical companies, textile 
mills, coal corporations, railroads, and airplane companies have done a 
remarkable job solely because the project to be done was a big busi- 
ness operation and could only be done properly by big business. 

Even the large steel companies from whom I must beg and wheedle 
every pound of steel I get have done a magnificent job, though their 
subsidiaries, who are in direct competition with me have their steel 
worries minimized by being a member of the family. American great- 
ness is due to a great part to the efforts of the big business in the 
United States. It has enabled everyone of us to buy almost any neces- 
sity at less than one-fourth the price that the same article would cost 
anywhere outside of America. When I mention cost I am not referring 
to the illusory dollars and cents. There is only one economic cost and 
that is how many hours did one labor in exchange for the desired 
article. 

Small enterprise in this district is being affected detrimentally by 
the fact that Government navy yards are building up a labor empire 
while the various shipyards and small enterprises are trying to get 
along on a day-to-day basis. I am sure that a vast amount of work 
being taken on by governmental shipyards should be done and can be 
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done just as well and at a less labor cost if the work was contracted out 
to private enterprise. This would enable the work to be done where 
labor resides and not require the disadvantage of daily movement of 
labor to the oftentimes far distant navy yards. 

I wish to point out that various individuals and such organizations 
as the California Manufacturing Association are doing their best to 
help small business in their dealings with the Government. But, if 
anyone or any organization thinks that they can help small business 
with the present governmental set-up and attitude toward small 
business, then they must believe that they can stop the fog from rolling 
in by standing in the middle of the Golden Gate Bridge and waving 
their arms. 

I made a trip to Washington as a representative of the steel fabrica- 
tors of northern California. I contacted quite a few Senators and 
Congressmen. All wanted to be helpful and were solicitous about 
the progress I was making. In fact, many of them asked when I 
was going back to California. 

You do not hear of any congressional committees set up to look 
after the interests of big business. It is obvious that big business does 
not need a committee. Our Government provides for big business 
completely. They have a Department of Commerce and a member of 
the Cabinet to look out for their interests. Big business has effective 
contacts with both Houses of Congress. And, of course, big business 
has over a thousand lobbyists or good-will men permanently located 
in Washington who act as pressure units. 

You can pick up the paper any day and read where some big busi- 
ness is going to build a new $40 million plant. The next day, a $30 
million plant, and the next day where another big operator is going 
to build a $2 million plant anticipating a war contract. 

This is going to be done with your and my money and further that 
the amount spent will be deductible from income tax and can be 
written off in 5 years. 

What kind of an economy are we living under where one segment 
of our economy is built up by governmental money and profits are 
guaranteed, while small business is ignored entirely. 

Compare this with the Government’s attitude toward small busi- 
ness. Permit me to give you my own experience in the last war. 
And, of course, it applies to most other small enterprises. When it 
was decided to step up the production of invasion boats from 10 to 20 
a month, in order to have our bid considered we had to specifically 
agree to the three following fundamentals: (1) That no Government 
facilities would be required. (2) That no contractors’ facilities 
would be required. (3) That our labor situation was adequate. You 
can skip the first two requirements, but as to the third, we were a little 
chary about that one. Not being magicians, to be truthful we didn’t 
feel that we could suddenly double our production without at least 
some increase in employment. 

In conclusion, I wish to recommend that Senate bill 533, also 
known as the Small Defense Plant Corporation, should be passed 
immediately at least as a stop-gap. Such a governmental organiza- 
tion would permit small business a place to go at least on a social 
equality basis. And perhaps there would be some in that organiza- 
tion that would have the faculty of talking and thinking in small- 
business terms. 
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If Congress is serious in bringing small business (the most im- 
portant part of our economy) into ithe activities of the Government, 
they should establish at once a Small Business Department of the 
Government with Cabinet status. There are over 3,000,000 small 
businesses employing 100 men or less. There are approximately 3,000 
large businesses employing 1,000 men or more. Just consider, a thou- 
sand to one, yet, treated not just as orphans, but orphans with an 
illegitimate background. I might mention that the Department of 
Labor was not considered as of sufficient importance and dignity to 
receive Cabinet status until 1913. Let’s eliminate the sham battle 
that goes around small business and give to small business, which is 
the backbone of our free enterprise system, the dignity and facility 
of Cabinet status and thereby place it in a position to participate 
fully in governmental matters. 

The CuarrmMan. Thank you, Mr. McDonough. Mr. Multer. 

Mr. Muurer. I have only been on the coast a short time. I have 
already learned that the Californian can give us as colorful a gripe 
as any New Yorker. I wasn’t a member of the Small Business Com- 
mittee of the House until this session of Congress, so nobody can 
accuse me of tooting my own horn when I hand to you two documents 
which very clearly and plainly show that Sdeereniicenaiiie of this com- 
mittee up to this time over a 10-year period. Iam asking you to take 
them with you, and I think you will find that this committee has been 
doing a good job in helping small business. No questions, Mr. Chair- 
man. 

The Cuarrman. Mr. McKinnon. Mr. Hill. 

Mr. Hixt. I have two or three things I would like to know more 
about, especially you. Now, after hearing all of your talk here I do 
not know whether you are a small-business men or a big-business man 
or whether you are against business as a whole or whether you are 
for it. Would you make that plain? You start out by raising hell 
with the committee, and you wind up by telling us what a wonderful 
thing small business is. What conclusion do I have to come to! 

Mr. McDonovex. You have to draw your own conclusions. 

Mr. Hitt. I am going to be more confused than when I came out of 
Washington when | listen to you. 

Mr. McDonoven. I am not a supergenius. I cannot eliminate 
confusion. 

Mr. Hix. But you can increase it. 

Mr. McDonoven. I put the information you want in the foreword. 
Do you want to read it? I read it once. 

Mr. Hitt. I read it. 

Mr. McDonoven. Do you want me to reread it ! 

Mr. Hm. I can still listen. I like to talk too. 

Mr. McDonovan. Talking is not my business. Manufacturing is 
my business. 

Mr. Hu. You are talking to small business with twenty-odd years 
of experience. Iam notalawyer. I am innocent of that. 

Mr. McDonoveu. I might tell you about myself. 

Mr. Hitt. What kind of a firm do you operate? That is what I 
want to know. How many men do you employ? 

Mr. McDonoven. I will have to read it. 

Mr. Hitx. Mr. Mansfield is in a hurry. 

The Cuarman. Go ahead and read it. 
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Mr. McDonovuen. If you don’t mind, Patrick W. McDonough, 
president of the McDonough Stee! Co., 800 Seventy-fifth Avenue, 
Oakland, Calif. McDonough Steel Co, was founded January 1, 1924. 
McDonough Steel Co. is a steel fabricating plant employing from 100 
to 500 men according to business conditions. 

Mr. Hirt. How many do you have today ‘ 

Mr. McDonoven. 150. 

Mr. Hux. How many do you expect to have a year from now / 

Mr. McDonoveu. Maybe none the way things are going. During 
the war McDonough Steel Co. received the Army-Navy E Award 
with three renewals. The McDonough Steel Co. manufactured—I 
particularly wish you to listen to this; I know where you are from— 
the McDonough Steel Co. manufactured LCM invasion boats at the 
lowest price in the country, despite being in competition with other 
manufacturers located in the Middle West, East and South, where 
labor conditions and wages were more favorable. 

Mr. Hizz. You are talking about Louisiana. I live in Colorado. 

Mr. Muurer. You don’t have cheaper labor here than in New York, 
do you? 

Mr. McDonoven. The labor was more favorable. 

Mr. Muurer. You mean they worked harder ? 

Mr. McDonoven. We bid the lowest price in the country. 

Mr. Hux. You didn’t build those boats that fell apart, did you’ 

The Cuarrman. You built not only the cheapest but the best, I take 
it, Mr. McDonough. 

Mr. McDonovcn. We didn’t have any drag or anybody looking 
out for us. 

Mr. Hutz. I have been on the Small Business Committee quite a 
long time too, and you cannot accuse us of not doing anything. 

Mr. McDonoven. I said you don’t accomplish anything, and I am 
of that firm opinion. They put it in a brown paper cover and nobody 
ever looks at it; it is filed away. 

Mr. Hut. Here is a new man on the committee that had some- 
thing to hand to you showing what had been accomplished by the 
committee. What about that ? 

Mr. McDonovau. I will be pleased to read it. 

Mr. Huw. Did you ever hear tell about the Small Business Com- 
mittee when we had a terrific battle to save small business when the 
OPA was down there to destroy every man who sold farm machinery 
and automobiles in the United States? They were going to cut 
your commission. You never heard of that ? 

Mr. McDonoveu. I know this: that Congress cannot help small 
business a damn bit. Small business has had to do its own helping. 

Mr. Hutz, All we can do is pick up a little information, and I have 
already picked up some from you as far as I am concerned as a Con- 
gressman. This is my eleventh year down there, and I have run a 
hardware and implement store for many years. I know I get many 
ideas too that I bring back to my hardware store, and this Govern- 
ment you have is just as good as you want it to be, and it is no better, 
and it will improve when such fellows as you tell us something that 
we think we ought to do. 

Mr. McDonoveu. I have told you. 
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Mr. Hux. But you start out by saying that we aren’t going to do it. 

Mr. McDonoven. That is my opinion, and I am going to suggest 
and I have suggested that it be made into cabinet status. 

Mr. Hitt. Lam one of the members that introduced this bill that you 
say ought to be passed. I think every member of our committee 
introduced this bill, and we have been pleading for hearings on this 
bill reenacting a better bill than we had before. Is that something ? 

Mr. McDonoven. I said the bill should be passed, but that is not 
going to introduce it. 

Mr. Hii. Let’s ask the question : Is it a step in the right direction ¢ 

Mr. McDonoveu. I would say it was. 

Mr. Hiru. It is going to help a little, and then you are not quite as 
bitter as you might be. 

Mr. McDonoveu. I am telling you what I think. I am not bitter. 

Mr. Hinz. I think the Small Business Committee in the House and 
Senate have an opportunity and have done a great deal of business 
asa whole. I do not distinguish between small business and big busi- 
ness. Your business might be small today but the Lord only knows 
how big it would be in 1960, so, all this business you were raising so 
much hell about, as far as my memory is concerned they started out 
in the back end of a shop with one man like Ford. You mean to tell 
me he ought to be out of business ¢ 

Mr. MeDonoven. You apparently didn’t listen to me. 

Mr. Hr. I certainty did. 

Mr. McDonoven. The first thing I told you is that big business is 
an important part of our American free enterprise system. 

Mr. Hits. And how useless we were, and then you wind up by saying 
that small business is a great thing. 

Mr. McDonoven. It is useless until you accomplish something. Not 
only that—I am not talking off the record—I was in Washington a 
year, and I was connected with the Small War Plants Corporation. I 
saw what happened to it. It was suggested that its name be changed 
to something else. I talked to various Congressmen and various peo- 
ple on the thing, and you could see immediately that big business 
didn’t want them to exist any more. That is the first thing they 
would have eliminated. 

Mr. Hitw. Let me get my thinking straight with you. You are not 
as bad you appear here. I think there is a possibility that we might get 
through the mud. ‘Take the country as a whole, you think our small 
business and big business and middle-sized business, if we clean up a 
few Spots, we will go right along. 

Mr. McDonoven. I think there are areas we have to clean up. We 
are here for that purpose. I think you can, but I don’t think you will. 

Mr. Hita.. I made quite an effort to come to this meeting personally. 

Mr. McDonoveu. I know that. 

Mr. Hr. You don’t think we are here for fun, do you? 

Mr. McDonoven. Partly. 

Mr. Hiit. You are just as badly mistaken in that as you were in 
saving that small business didn’t accomplish anything. We may 
take a little fun with us. You don’t want us to die of rot, do you? 

Mr. McDonoveu. I have seen these small business committees ‘be- 
fore. 

Mr. Hitt. We are going to help you in spite of yourself if we can. 

The Cuarrman. Mr. McKinnon. 
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Mr. McKrinnow. I will pass. 

The Cuarman. Mr. Shelley. 

Mr. Sue.iey. No questions. 

The Cuarrman. I will say that your testimony was very interesting, 
and I recall the testimony you gave before various Senate commit- 
tees in the past 4 or 5 years. I am quite sure that out of your gen- 
eral statement we will find much that will be of value, and it has been 
a pleasure to have you with us this morning, sir. 

Mr. Ken Moexrer. Mr. Rolle C. Rand. Mr. Rand will you sit 
down and give your name and position to the reporter, please, and 
confine your statement to 5 minutes, your oral statement. 

Mr. Rano. My name is Rolle C. Rand, executive director of the 
Colorado Development Council. 


STATEMENT OF ROLLE C. RAND, EXECUTIVE DIRECTOR, 
COLORADO DEVELOPMENT COUNCIL 


Mr. Ranp. I have a letter from Governor Thornton which I would 
like to read into the record, addressed to the Chairman, Subcommittee, 
House Small Business Committee, Room 307, Post Office Building, 
San Francisco, Calif. 

Dear Str: The purpose of this letter is to introduce Mr. Rolle Rand, execu- 
tive director, Colorado Development Council, Denver, Colo., who has been desig- 
nated as the official representative for the State of Colorado at the meeting 
of the congressional subcommittee to discuss national defense problems with 
area's small businesses. 

I am keenly aware of the tremendous job which all States are facing in 
this mobilization effort and am convinced that the State of Colorado definitely 
has the resources, manpower, and facilities to do its share of this program. 
I have appointed a small business committee for the State of Colorado, and 
Mr. Rand will be closely connected with the development and planning of this 
group. Any cooperation given him will be greatly appreciated by me _ per- 
sonally. 

Sincerely, 
DAN THORNTON. 


The Colorado Development Council is a nonprofit privately financed 
group brought into being in 1945 at the behest of the then Governor 
Knous to speed up the healthy economic growth of the State of Colo- 
rado, to develop its industry and resources, both present and potential, 
both natural and human, to assist where such expansion is logical and 
warranted, and to encourage industry to locate within the State bor- 
ders. At the same time it seeks to keep resident citizens aware of sig- 
nificant developments. Wherein there are gaps it attempts to bridge 
those areas. It is a quasi-official agency albeit supported by the indus- 
tries of the State of Colorado. 

Governor Thornton received a telegram from General Harrison of 
DPA requesting that he appoint a Governor’s Small Business Advis- 
ory Committee. Governor Thornton has so done. There are 37 mem- 
bers on that committee, and it is our hope that you will meet with us 
in Colorado on a later date at which time we hope to have some 2,000 
members of small manufacturing in the State of Colorado present to 
present their views. 

The Cuareman. All of them? 

Mr. Ranp. All of them, and, believe me, they will all be there for 
this reason: This is a small-business meeting. The Department of 
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Commerce defines small business as any business with less than 500 
employees. In the State of Colorado as far as manufacturing facilities 
are concerned that comprises every manufacturer in the State with 
the exception of nine. Manufacturing is the second largest industry 
in the State, so, when you discuss small business in Colorado you are 
discussing, indeed, the State of Colorado. 

Our people are pretty desperate. We find that it is true that the 
Department of Commerce has been circulating information concerning 
Federal bids. Indeed, we are a cooperative office with the Department 
of Commerce, and the regional head of the Department of Commerce 
in NPA is a member of our board of directors. We have found that 
to most of our people the nomenclature on Federal bid opportunities is 
vague. It is so vague that by the time they are able to decipher what 
is meant and they attempt to make a bid there aren't any specifications 
available for them to go ahead and follow the bid through. Another 
thing, if they should be fortunate enough to understand what is meant 
by the nomenclature presented in the Department of Commerce in the 
(Government synopsis award information, there is not sufficient time 
between the opening date of the bid and the closing date of the bid to 
get together to find out what it will cost to produce the product. Fur- 
thermore, if they are able to find out exactly what is wanted and they 
apply for specifications, they come to us with the story that the eastern 
manufacurers are taking up all the specs whether they need them or 
not, and if they don’t need them, themselves, they pass them on to their 
subcontractors or potential subcontractors. Mention was made of it 
this morning, the amount of prime contracts received by big business. 
We have some figures here which indicate that 51 percent of the prime 
contracts let to date in this Nation have been placed with 53 corpora- 
tions; that 67 percent of prime contracts have been placed with 100 
companies. 

In short, small business is not set up to do big business, and Govern- 
ment buying is in volume, not driblets, and small business particu- 
larly in Colorado is suffering. We feel that many of the problems in 
Colorado are indigenous to those of California. The great whole- 
sale markets of the 11 Western States are California, Oregon, Wash- 
ington, and Colorado. But Colorado is in peculiarly unfortunate 
position because of our geographical isolation. However, we are 
attempting to overcome that, and I would like to digress and say that 
Colorado can porduce on the same level as other sections of the coun- 
try as witnessed during the last war when we built landing barges in 
Colorado and made them available to the Navy. We placed them on 
cars and shipped them to California, and they were launched and 
tested and sent into the service areas. 

We are attempting to solve this problem through this Small Busi- 
ness Committee. Briefly, the approach is something like this: The 
council is vehemently nonpartisan where the individual Colorado 
community is concerned but vehemently partisan where the entire 
State is concerned. We are able to operate with a small staff because 
we can avail ourselves of our leaders in our respective communities 
and industry. But I emphasize “small industry.” If there is any- 
thing we have to know about power, water, labor, we can go to the 
best men in the field in the State of Colorado and perhaps the best in 
the Nation, because some of our people are considered authorities in 
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their respective fields, and get them to do without charge certain serv- 
ices which brings into being certain information which is essential 
if this program is to continue to go forward. As such we put out 
reports on Colorado power which lists all of the 79 utilities in the 
State and the feasibility of manufacturing paper from straw and 
Colorado labor supply and many other things. 

We hope to call a meeting of all the two-thousand-odd business- 


‘men in the State of Colorado and ask them to list their facilities. 


Already we have contacted the 55 procurement offices in the country 
and have asked them to give their thoughts on exactly what they 
want to know about the State of Colorado. In addition, we have 
circularized several hundred subsidiary offices. I have much of that 
information with me, but I won't take the committee’s time at this 
moment. I would like to emphasize too that much talk has been made 
of procurement offices, and he is not a Federal procurement office 
between the west banks of the Mississippi and the Ealifornia borders 
except for the one in Fort Worth, Tex. We have petitioned the Gov- 
ernor to use the influence of his office with the Colorado congressional! 
delegation to remedy this situation. We will have the combined 
opinions of the various Federal procurement offices listed on facility 
sheets and circulate them to the 2,000 businessmen who we anticipate 
will be present and ask them to list their facilities. 

We hope to establish a Washington office, because we have found 
that if vou have representation in Washington on a private basis as 
well as on a political basis, you are more apt to get the job done. 

We also hope to divide these 2,000 men into industry groups. I 
have read some figures here that 51 percent of the prime contracts 
to date have been let with 53 corporations. Of that 51 percent prac- 
tically all are considered big business. In fact, I can say unequivocally 
that all are big business. What we hope to do is take these 2,000 
Colorado small-business men, give them a voice, make them an entity, 
and divide them into industry groups such as plastic, metal fabrica- 
tions. We have the wonderful record before us that was accomplished 
by central California on pooling during the last war, and we hope to 
set them up into individual pooling operations, and by pooling them 
make them on a pooling basis big business, indeed. 

I think that just about covers it. The real purpose of my visit here 
is to participate more or less as an observer and then use this as a 
guide, so if we can get you people to come to Colorado, that we can 
»rofit oy the mistakes perhaps of some of the gentlemen that have sat 
in the seat before me. 

The Cuamman. Thank you, Mr. Rand, for a very interesting, and 
in my opinion worth-while dissertation. Mr. Multer, Mr. Mc- 
Kinnon. 

Mr. McKinnon. Have you been receiving any orders on war pro- 
curement? Has your group had any actual orders coming out of 
Washington / 

Mr. Ranp. Not on a group basis. On an individual basis we have 
had some, but out of those there were perhaps 75 percent allocated 
plants which did work during the last war. We haven't had much 
result on that at all. 

Mr. McKrxwnon. Your program hasn't been in effect very long? 
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Mr. Ranp. General Harrison sent his telegram to the Governurs of 
the 48 States on February 26, and Governor Thornton appointed this 
committee last Thursday, because the legislature was in session and 
he was occupied in many other matters. 

Mr. McKinnon. On these allocated orders are they having short- 
ages on materials? 

Mr. Ranp. There is one man listed by the name of Newsom who 
fabricates alluminum products that tried to get a Navy contract on 
aluminum bed springs for hospitals, and he traveled around a good 
deal, and he didn’t get to first base. When he tried to get specifications 
the original specs had been grabbed up by people east of Chicago, 
and he was unable to bid upon them. 

Mr. McKinnon. Do you know how many specs they put out on a 
deal like that ? 

Mr. Ranp. I haven't any idea. 

Mr. McKinnon. Maybe Commander Wengrovius can tell us about 
that. 

Commander WeNe6rovivs. Generally, one copy of the specifications 
with one invitation to bid. They are available at the contracting office 
from which the invitation to bid has emanated. 

Mr. McKinnon. That is not true in your case? 

Mr. Rann. It is definitely not, because I can with a little thought 
give 15 or 20 names and addresses of firms attempting to get specs, 
and there were none there when they tried to get them. 

Commander Wenerovius. It is possible we might not have specifi- 
cations, 

Mr. Rano. When we set up this pooling information we hope to 
place in the field, and I would appreciate it if you would sal te 
whether this is advisable or not, to place in the field two traveling rep- 
resentatives to call on the procurement offices, and if necessary the 
subsidiary offices, listing the facilities of the Colorado manufacturing 
structure. 

I want to say in fairness to the procurement officers that the infor- 
mation I have is most helpful. I listed certain things we were doing 
such as putting out a directory of Colorado manufacturers and at- 
tempting to get certain nonclassified information and make it gener- 
ally available, and I would say that 50 percent had no offices, no sug- 
gestion as to procurement. The other 50 percent were most helpful. 

Commander Wenerovius. I think your principal problem is get- 
ting your information to the contracting officers as to what you can do, 

Mr. Ranp. I disagree with you, Commander, because I do not know 
of but one or two instances where there has been sufficient time as far 
as the small manufacturer is concerned, because by the time we get 
him the information either the bid is closed or there is just about a 
week or two in which it will be open, and he doesn’t have the facilities 
or high-priced planning help to assist him in arriving at the actual or 
logical bid basis. 

Mr. McKinnon. What is the normal time allowed between your in- 
vitation and the closing of your bid ? 

Commander Wenerovius. That will depend on the exigency of the 
different situations. We try to allow 30 days normally, but in times 
of emergency perhaps we have to do it in 3 or 4 days or 5 days. 

Mr. McKinnon. What about vour negotiated contracts? Do you 
get any notices on those? 
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Commander Wernerovivs. We get no notices on those except to 
those people that are in the field. 

Mr. McKinnon. How do you get it to the field? 

Commander Wenerovius. We utilize our mailing list. 

Mr. McKinnon. It is a closed affair? 

Commander Wenerovius. May I go back to my statements of a few 
moments ago that business is gomg to have to let us know what they 
can do and get on our list. 

Mr. McKinnon. How do they go about doing that? 

Commander Wenerovius. They write in. 

Mr. McKrxnon. To the local office or to the Washington office ¢ 

Commander Wenerovius. Local office or Washington office. 

Mr. McKinnon, How many would they contact at the present time ! 
How many other procurement offices would they have to contact like 
the Navy? 

Commander Wenerovius Representatives of all three services— 
Army, Air Force, and Navy. 

Mr. Muurer. And General Services / 

Commander Wenerovius. General Services. 

Mr. McKinnon. Does the procurement office in the San Francisco 
area operate only for the San Francisco area, and, likewise they 
would have to contact each regional office ¢ 

Commander Wenerovius. There are three major offices on the 
west coast, and I mean offices that can procure in excess of $1,000. My 
office located here which does procurement for the Twelfth Naval Dis- 
trict for overseas bases. There is likewise a procurement office in 
Seattle to take care of the Thirteenth, and the one in Los Angeles. 

Mr. McKinnon. How much have you fellows brought through 


your office in the last 3 or 4 or 5 months? 

Commander Weneérovius. I will say we are in the neighborhood of 
$10,000,000 for the month. 

Mr. McKinnon. You ig ig orders for that out of this office? 


Commander WernGrovius. Yes. 

Mr. McKinnow. Is that pretty general for Seattle and Los Angeles / 

Commander WenGrovius. I would not want to say. 

Mr. Mucrer. How much was negotiated and how much was bid / 

Commander Wenerovius. We started to negotiate to a great ex- 
tent in February. 

Mr. McKinnon. When you get ready to negotiate a contract from 
your list do you pick and choose what you believe would be the proper 
contractor, or do they have time to do a little selling job on you? 

Commander WeNcrovius. No, sir. We take all that we think should 
be given an opportunity. There is an economic limit. If you have 25 
people who can give you an item, I think it is economically unfeasible 
to go to all 25. I believe if you went to 10 or 12, that you would 
achieve the element of competition which is desired in Federal pro- 
curement, 

Mr. McKinnon, Are they always the same 10 or 12, or do you ro- 
tate them / 

Commander Wencroyius. Rotate them. 

Mr. Ranp. I would like to call the Committee’s attention to this 
and point out what our problems are. I think California has its prob- 
lems, but I think they are quite similar to Colorado’s problems. I 
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would like to emphasize this. Here are four copies of letters illus- 
trating how left at the post we are. 

This office would appreciate receiving a copy of your manufacturers’ direc- 
tory when it is completed. Our Oakland district office, which is responsible for 
the plant survey program in the State of Colorado, would also find the direc- 
tory useful. 

You note there that Oakland is responsible for the plant survey 
program in the State of Colorado. 

Since most of these facilities will be within the Dallas office, it is suggested 
that you contact the officers in Dallas. 

Then we have suggested Marietta, Pa. Obviously again Colorado 
once again is suffering from its geographical isolation, and I fail to 
see how anyone can establish an integrated program with this set of 
circumstances. 

Mr. Muvrer. On that very point, but isn’t it true that very other 
area in the country must go into those particuluar places no matter 
where you are from ? 

Mr. Ranp. Not in each instance. 

Mr. Muurer. The New York man has to go to every one of those 
places. 

Mr. Ranv. But the person from the Rocky Mountain area has to go 
four times the distance. 

Mr. Murer. I think that Colonel Philipps is here. What is the 
fact as to these particular procurement agencies and the various 
distances involved ? 

Colonel Putirrs. Actually there are 55 major purchasing offices 
in the United States. They are scattered from the east coast to the 
west coast. Insofar as the Air Force is concerned, purchasing is 
centralized in Dayton, Ohio. 

Mr. Muvrer. That is, centralized there for the entire country ? 

Colonel Puitires. Yes; all major procurement comes out of Dayton, 
Ohio. Army and Navy both have purchasing offices scattered through- 
out the country. Some of them buy items on which there are dupli- 
cations. Some of them are specialized procurement where they buy 
certain items in that one office and that one office alone. That is true 
of certain items that are assigned for single service procurement work. 
The Navy buys all the coal for the entire military requirements in 
Washington. The Air Force buys all of the photographie require- 
ments for the Army, Navy, and Air Force at Dayton, and there are 
certain items which are bought in only one central location for all 
the military services. Generally it is felt that the 55 major procure- 
ment offices are scattered pretty well throughout the United States. 

Mr. Mutter. In addition to that, General Services Administration 
does some general buying for all department agencies ? 

Colonel Prorprs. Certain items, housekeeping items, are bought 
for all of us. Also insofar as the release of invitations is concerned, 
the gentleman brought out the fact that the bids out in Colorado and 
California would be later than in the East. Of course, that would 
depend entirely on whether the invitation was coming out of the San 
Francisco quartermaster office or New York quartermaster office. They 
are released both to the Government Printing Office in Chicago for 
the synopsis and released to the people on the bidder list at exactly 
the same time. The mail lag is the only difference that I know of and 
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how soon an individual will receive the invitation to bid. The pur- 
chasing offices generally have the responsibility for furnishing speci- 
fications on the items which they procure. 

Now, since advertised bids have gone out to the Department of 
Commerce, that, of course, has gotten the information out to the manu- 
facturer as to what is to be purchased. It has at the same time worked 
a great hardship on the procurement activities, because of the fact 
those synopses are distributed to some 6,000 locations throughout the 
United States. The procurement officer has to guess; he knows how 
many people he has on his bidder list. He will send copies to all of 
those. He has to guess how many people are going to read it off the 
Department of Commerce synopsis and ask for drawings and specifica- 
tions. At times they are running short of specifications; at times the 
cost of reproducing the drawings is very siban if they make a 
bad guess. We are trying to correct that. We are trying to have 
enough specifications. 

We suggest to all manufacturers as fast as they can that they secure 
the inventory of military specifications from the Army, Navy, and 
Air Force, and as they go through that write to the various offices 
and gather up the file and cover the type of items they want to make. 
That is particularly helpful, and that is one of the reasons why all 
invitations do not carry all of the specifications. They generally 
carry the basic specifications and quite often not the reference speci- 
fications, because a good many manufacturers have built up libraries 
of the specifications and it is felt it is a waste of money to continue 
to send the same specifications out to the same people time after time. 

Mr. Murer. I think you have covered that phase of it as far as 
bidding is concerned rather completely. How are we going to help 
men in Colorado who may be invited to negotiate something in Day- 
ton, Ohio, or New York or Washington ? 

Colonel Pritiers. We ask because of the increase in negotiations, 
we are asking that all of the manufacturers become registered with 
the ert. offices that buy their items. By being registered on 
the bidders’ list they will automatically receive a chance to negotiate 
in turn. By that I don’t mean they will get a chance every time. 
They will get a chance every three or four times or every five or six 
times. But the first must be registered on the bidders’ list. It is a 
popular conception that procurement officers carry a procurement list 
and an advertising-to-bid list. 

The reason now that a great many procurements are being nego- 
tiated is because of the defense policy to broaden the base of our pro- 
curement. In negotiation a procurement may be split among as many 
as 50 or 60 manufacturers. If that same invitation goes out on adver- 
tisement, according to law it must go to the lowest responsible bidder 
so that in order to broaden that base and spread the procurement 
across the industry as far as possible they have been attempting to 
negotiate where it is an item that can be split among a great many 
manufacturers. 

Mr. Meurer. Thank you very much, Colonel. 

Mr. Ranp. First of all, when the colonel said that these officers are 
scattered they are, indeed scattered, because Montana, Wyoming, 
Idaho, Colorado, New Mexico, western Kansas, and Nebraska, the 
Panhandle of Texas, Arizona, all of which have economic interests, 
are completely neglected as far as the procurement office is concerned, 
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and what the colonel also said illustrates again more effectively than 
I could possibly say it, that the West is suffering at the expense of the 
East, and I do not mean that to sound quite as chauvinistic as it does. 
It isa fact. 

I would like to throw in one suggestion here, and that has to do 
with material shortage. At the present time, short of all-out war, 
I think we can get many odie that are in short supply abroad 
by lowering certain tariff restrictions. Primary raw material short- 
ages lie in the metal group. They basically affect the economy of 
many materials, Yet, sources of supply other than United States 

roduction are available in Belgium, Luxemburg, Germany, Japan. 

rhe economic barriers stop the flow of these materials into the Untied 
States. Most small producers have felt that tariffs of 30 percent on 
ingot or 40 percent on sheet as adjusted through 1950 is too high. 
Expansion to United States capacity is not expected to take effect for 
many years. There is no valid reason why any restriction should be 

laced on iron and steel imports during the transition period. There 
is every reason to lower these items. As an example, the effect of 
unbalanced import controls and tariffs can be found in the plight of 
small plastics. One manufacturer found his source of supply dried 
up last November. At that time he employed 200 men and women, 
but today he is pounding the pavement trying to obtain a Government 
contract for some small part made of plastic in order that he may 
continue operations. His working force is down to three men. 
Think of the effect of this situation on the economy of our country. 

Mind you, I am not advocating lowered tariffs on a per se basis 
but as an expedient to solve these problems. 

Mr. Mutrer. Are there materials for import for plastics? 

Mr. Ranp. From Belgium. 

Mr. Mcuvrer. The complaint I have been getting, our domestic man- 
ufacturers will not use the imported steel. There is plenty of it avail- 
able, but they will not use it, because it does not meet our specifications. 

Mr. Ranp. All I know is a hungry small manufacturer will utilize 
whatever he can get as jong as it comes close. It has to pass specifica- 
tions, of course. 

Mr. Mcurer. That is the complaint I have been getting. When 
anybody has come to me—and there are many—I said, “How about 
the imported steel? I understand there is considerable around.” He 
said, “We cannot use it.” 

Mr. Ranp. There is a gentleman on this program, president of the 
American Steel & Iron Works, by the name of Jones, and he will be 
an authority on that subject. 

Mr. Muurer. We will be glad to hear from him. 

The Cuareman. Mr. McKinnon. Mr. Hill. 

Mr. Huw. Mr. Rand, don’t you think while we are in nice sunshiny 
California thta we could influence the present chairman of this com- 
mittee to hold a hearing in Colorado similar to this wonderful meeting 
that is being held here today? 

Mr. Ranp. Yes; with all due respect to California’s much vaunted 
hospitality, I think we could make it very pleasant for the committee. 

Mr. Hii. We can get a large crowd of small-business men to attend 
a meeting. 

Mr. Ranv. In Colorado you can get a small-business man, and he is 
independent. 
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Mr. Muurer. We won't be accused of going there for fun ¢ 

Mr. Ranp. We will furnish the fun. 

Mr. Hua. Mr. Mansfield, who is from Montana, knows what we 
need in the mountain section, and he has already told me that our 
committee is looking favorably toward the day when we can hold a 
meeting similar to this in Colorado. 

The Cuamman. Mr. Hill, if I can make one suggestion. He said 
all 2,000 would testify. He would have to cut that down somewhat. 

Mr. Ranp. All 2,000 will be present. We will have the subcommit- 
tee chairman in the various groups testify except for incipient poli- 
ticians that may be present and want to take the floor. 

The Cuairman. Thank you, Mr. Rand. Is there anyone here repre- 
senting the delegation from Nevada ¢ 

Mr. Jones of Colorado, will you answer that one question, that Mr. 
Multer raised and that Mr. Rand said he thought you would be able 
to comment on ¢ 

Mr. Jones. With reference to foreign steel 

Mr. Muurer. Yes. 

Mr. Jones. We have not used any foreign steel in our particular 
plant. I understand there is quite a lot available. “I cannot tell you 
as to the desirability of the steel, but the thing that perturbs me is, if 
Belgium, France, Germany can export steel to the United States, why 
do we have to send steel over to Europe? Why can’t we keep the steel 
over here and let them handle their own economy over there with the 
materials available? I understand there is a lot of stuff being ex- 

rted from the United States. That is a very peculiar thing, I think. 
We cannot buy steel here, and, frankly, on that subject on DO orders 
it is my understanding now that you get a contract from the Govern- 
ment with a DO, and it takes from 8 to 9 months to get shipment. 

Mr. Murer. Then, you would not try to remedy the steel situation 
by lowering the tariff on the imports but you would try to make the 
domestic steel available first for domestic consumption and complete 
the requirements of the domestic users before we let it go out of this 
country ¢ 

Mr. Jones. That would be my suggestion ; ves, sir. 

The Cuarrman. Will you give us your full name and position / 

Mr. Jones. L. A. L. Jones, president of the American Steel & Tron 
Works, Ine. 

The Cuamman. Your address? 

Mr. Jones. 4245 Fox Street, Denever, Colo. 

Mr. Huw. I would like to ask Mr. Jones a question. I think for 
the benefit of the group you should say a word about the plan you 
are working out now to Sates about a proper cooperation of your small 
manufacturing firms in Colorado. 

Mr. Jones. In last August and September I was in Washington and 
talked with Colonel Tindle and Mr. Clark, of the Munitions Board. 
We realized we were a small company and could not be considered for 
large contracts with the Government. So, it was my idea to organize 
a pool of various companies such as machine shops, galvanizing plants, 
and various exponent industries which could handle a contract for 
end items. I was told back there that they were very keenly aware of 
the part small business would have to play in defense mobilization. 
They were very much in accord with the idea we had of forming these 
pools. They also pointed out that the Rocky Mountain area due 
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particularly to its safety factor is being considered very much in 
Washington for the manufacture of end items. 

So far nothing has been done to get anything in Colorado. I think 
we haven’t more than $5 million worth of contracts in the whole State. 
I formed this pool of 12 companies in Denver. The total assets are 
about $2 million. I made a survey of every plant, listed all of their 
machinery, their equipment, their plant facilities, and I spent 30 days 
on it in February and March. I contacted all of the procurement 
offices up and down the coast. I found out that in the main they were 
buying end items or emergency items. I was told that my best oppor- 
tunity for contracts would be to go back to Washington, talk to the 
Munitions Board and get on the approved list for negotiated contracts. 

I sent a letter with the survey to the Navy Procurement Office in 
Washington 3 months ago asking to be put on the bidders’ list. To 
date we have received nothing. 

The Cuarmman. Just a moment, Mr. Jones. Commander Wen- 
grovius, can you investigate that and find out why Mr. Jones has not 
received a reply and do what you can to see if he comes up to regula- 
tions that he be considered for this particular aspect of the procure- 
ment question ? 

Commander Wenerovius. Yes, sir. 

Mr. Jones. We have a manufacturer in Colorado who bid on a 
million and a quarter dollars for the Navy. He was low bidder, and 
he didn’t receive the contract. He told me they sent a man back there 
to find out why, and they could not find out why. His manner was so 
insistent, he talked to one of the admirals, and he was practically 
thrown out of the admiral’s office. The admiral told him that they 
had no intention of giving that contract to this firm, and I later under- 
stand—this is purely hearsay, and I think the Small Business Com- 
mittee is in position to stress this particular thing—but I understand 
the company that got the contract had a letter of intent before the 
bids were even sent out for consideration. 

Mr. Muvrer. May we have the name of the company ¢ 

Mr. Hitz. We are now taking care of that. Mr. Victor Dalmas 
is working on that. 

Mr. Jones. I have a bid of a firm in Denver, a bid consisting of 
three schedules. It is my understanding each schedule is supposed 
to be awarded unto itself. He was low bidder on two of them, but 
on one he was not. The total bid of this low bidder presumably was 
lower than the total bid of the Denver man. He was awarded the 
entire lot. 

Mr. Mouurer. When it was offered originally it was offered with 
the statement that it would be offered in three parts? 

Mr. Jones. That is the way the bid was written, and they reserved 
the right of awarding individual items or the schedule in its entirety. 
I have a copy of the bid with me. 

Mr. Muvrer. Are you checking that? 

Mr. Hix. I don’t know about checking that, but I do not think 
the Small Business Committee has had that. 

Mr. Jones. It came up last Saturday. 

Mr. Hutt. We are doing some work on it in spite of- what you 
heard a while ago. We are still working. 

Mr. Mutter. I think we ought to have it. 
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The Cuamman. Mr. Jones, can you furnish this committee with 
that information and the names of those two companies and all the 
necessary detail so that we can look into this matter and find out 
what the story is? 

Mr. Hitz. We have it on the first company; we have everything 
complete. We are not quitting: We are investigating it and work- 
= it and expect to continue. 

r. Jones. I would like to say one thing on the colonel’s state- 
ment about specifications. We heard about a bid from the Navy 
Department last December. It came to us from one of our suppliers 
in the East. They gave us the bid number and all the information 
pertaining to the bid. I wired the Navy Department for copies of 
the specifications. I didn’t hear anything. I wired again, and I 
didn’t hear anything. Finally, I wrote to one of the lieutenants 
I had contacted and asked him what was the matter. Finally, 5 days 
before the bid was opened I received a copy of the bid, no draw- 
ings. Two days later I received the drawings. That gave us about 
3 days to get our bid in to Washington. That is something I just 
cannot qidavetend: When we make a specific request for a specific 
invitation why can’t we get the bids to Denver? 

I might say when I was on the coast here I placed the facilities of 
our group with all of the procurement officers I talked to. So far 
we haven't received any invitations of any kind whatsoever. 

The Cuarrman. Thank you, Mr. Jones. We will try to see what 
the story is on those instances you have given to us. Is Mr. Chet 
Cary in the room? Mr. Cary, will you sit down and give your posi- 
tion and whom you represent ¢ 


STATEMENT OF CHET CARY, INDUSTRIAL COMMITTEE, FRESNO 
CHAMBER OF COMMERCE; ALSO LEGISLATIVE COMMISSIONER 
FOR THE CITY OF FRESNO 


Mr. Cary. Thank you, Mr. Chairman. This is somewhat of a 
contradiction. I am here today to represent the industrial committee 
of the Fresno Chamber of Commerce and the city officially as the 
legislative commissioner of the governing body and as the executive 
secretary of the Fresno Central Labor Council. 

Mr. Mvutrer. That is contradictory ; that shows that we are unifying 
for an all-out effort. 

Mr. Cary. I would like to make everyone believe that. Sometimes 
it is a little difficult. 

I am appearing at this hearing today as a representative of the 
industrial committee of the Fresno Chamber of Commerce; also, as 
legislative commissioner for the city of Fresno, and as executive sec- 
retary of the Fresno Central Labor Council. 

It is my purpose to call to your attention, as briefly as possible, some 
of the conditions that are beginning to appear in our locality that 
are comparable to conditions that existed in our area at the beginning 


of World War II. You will recall that there was a period of from 
1 to 2 years’ lag before small businesses and small industries were able 
to obtain war contracts. You are all familiar, I am sure. with the 
hardships that were experienced by all small business enterprises, by 
the cities where these enierprises were located, and by the workers 
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themselves. These hardships were brought about by material short- 
ages which curtailed the normal operations of small manufacturing 
and maintenance and repair plants. During this period of World 
War II plants were closed down, local businessmen in many cases 
were forced out of business, a great deal of surplus —— was left 
standing idle in the smaller communities, and many workers were 
forced to leave their homes and travel to the highly congested areas 
in order to obtain employment. These people went into areas where 
the housing problem was so acute the Federal Government was com- 
pelled to spend untold millions of dollars to build additional housing 
in the highly congested districts where war plants were located. 

It is our hope that in the beginning of our present national emer- 
gency this condition will not be allowed to repeat itself. The groups 
that I represent are all deeply concerned because the effects of cur- 
tailment of work in our smaller plants are already becoming appar- 
ent. Some workers have already been forced to leave our area in 
search of work elsewhere, and our businessmen are beginning to feel 
the pinch. 

During the lait war there was set up in Fresno a very successful 
00]. Over 2,000 items were made by the members of this pool. Over 
$5 million worth of work was turned out principally through Navy 
contracts. The Central California War Industries of Fresno, a non- 
profit organization which obtained the Army and Navy E award with 
four stars, did a splendid job. This organization has been reactivated 
under the same management and with a general manager by the name 
of Earl Griffith. Many of the same firms who participated in the 
former pool are again members in the reactivation of the present pool. 
We are sure that given the opportunity we can do a better job than 
was done in World War II. 

We have available more and better facilities, we have available more 
skilled and semiskilled labor; where housing is concerned, there is at 
the present time, in the city of Fresno alone, over 1,000 vacancies, and 
there is an additional 1,000 units under construction which will be 
available in the near future. We have the things needed to success- 
fully contract with the Government and carry out the manufacture 
of war materials and the maintenance and repair of equipment. 

There seems to have been a clearly rE pe laid out by the 
Federa] Government as outlined by Charles E, Wilson and the Senate’s 
Small Business Committee, to help small business and to place war 
contracts in these small plants throughout the Nation. This, we be- 
lieve, is good thinking. 

The decentralization of industry has been thoroughly discussed and 
met with the approval of the great majority of our officials in the Fed- 
eral Government. It is clearly apparent that when we recruit workers 
to expand existing facilities or to bulid a new plant in our large indus- 
trial cities, we immediately create problems of housing and schooling. 
But if, on the other hand, we place some of these contracts in the small 
communities where the facilities and the labor and the housing are all 
available, we avoid setting up additional problems to be overcome in 
our mobilization effort. 

We have in our community of Fresno machine shops that did an 
excellent job in the manufacturing field for the Navy. We have ex- 
cellent facilities for the overhaul and repair of equipment, such as 
bulldozers, tractors, and rolling stock. All of this type of work was 
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handled successfully in Fresno through the local pool during the 
Second World War. You will recall the procedure that was developed 
during that war and used by many of the procurement offices in nego- 
tiations with these pools. ‘This procedure was called a type C contract 
which provided for the actual cost, plus a fixed fee, and the record of 
the work handled through our local pool shows that the costs were 
even less in most cases than work contracted for in other areas under 
the firm-bid type of contract. We are sure that this can be repeated 
in Fresno. 

There was introduced in the House of Representatives on January 
17 of this year, a bill, H. R. 1600, that would create the Small Defense 
Plants Corporation and would preserve small business institutions 
and free competitive enterprise. 

The CuHarrman. I would like the record to show that every member 
of the Senate and House committees, both Democrat and Republican, 
joined in introducing those particular measures. 

Mr. Cary. That is my understanding. We believe this to be an ex- 
cellent piece of legislation, and we feel sure that if the intent of this 
bill is carried out without undue delay, that we will have a much de- 
sired relief for the small business groups located in the smaller and 
more sparsely populated areas. 

As a representative of the groups named above, I respectfully re- 
quest that the members of this committee urge that immediate action 
be taken to carry out the intent of bill H. R. 1600, which would provide 
the ways and means for defense work to be allocated to smal! business 
enterprises in the smaller towns and cities throughout the country. 
It is my firm belief that this would be of great benefit to the mobiliza- 
tion effort itself, as well as seeing that justice is done to the small busi- 
ness groups, to the workers, and to the various localities throughout 
the United States that are now being overlooked insofar as their efforts 
to produce are concerned, for national defense. 

To summarize, in our minds there is no apparent reason, either 
political or economic, for not allocating these contracts to small busi- 
ness and industry, particularly to those firms which are organized as 
nonprofit organizations similar to the Central California War Indus- 
tries of Fresno, which did an outstanding job in World War IT, except 
that there appears to be some difficulty in having the instructions and 
volicy coming from the top to the local procurement officers. We 
elieve that this should be done without any undue delay. 

The Cratrman. Mr. Multer. Mr. MeKinnon. ’ 

Mr. AicKtnnon. In endorsing H. R. 1600 I have had some people 
from the banking field talk to me to the effect there is no need of 
another governmental iending agency, that the banks are able to take 
care of all these Government organizations sufficiently without such 
an organization. What is your experience with that ? 

Mr. Cary. My experience is that some measures would not lead me 
to always go along with the banking group. We know that they, just 
as we are, are somewhat selfish. We are inclined to see our own side 
of the picture. I am not a banker certainly. We have had a great 
deal of publicity recently with the RFC. Granted there were things 
that went on that shouldn’t, but the RFC has done a splendid job, and 
I think, too, that wherever needed there should be additional financing. 
I am not an expert in that field, and I probably could not answer all of 
your questions regarding it. 
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Mr. McKinnon. With your experience in Fresno and that partic- 
ular area and with your smaller plants have you noticed that sometimes 
these smaller plants may have a sound financial possibility over a long 
term that is too long for a bank to finance under the Federal and State 
regulations ? 

Mr. Cary. We had no trouble in the last war, and I see no reason 
why we should have it this time. We were able to handle everything 
we could get. 

Mr. McKinnon. I am talking about financing. 

Mr. Cary. We were able to finance any of the operations that we 
had. That pool operates in that the members of the pool, themselves, 
know who can handle it, how far they can go, and how much they can 
clo, so that the financial end of it was no moe sh to us in the organiza- 
tion that we had there in that locality. 

Mr. Hitt. Well, I was going to say that there is much more to that 
bill than just the financing, because that bill sets up a program. If 
these small business firms wish to get together to work as an entity, 
then this bill gives them the privilege or the opportunity of promoting 
the very thing that you have spoken about, ng I might add for your 
information that this committee has used every bit of the pressure that 
we have on hand to insist that we be given a hearing by the committee 
that proposes this legislation. Keep in mind that we are not a legis- 
lative committee. I didn’t mention that to the gentleman awhile 
that was tearing into us, but we are only a committee that pec Laconia a 
gets the information, speaking of the House now because that is the 
only place that we particularly work at this time. 

At this time, notice I said that. But the point is this: that we can 
only recommend and provide the information so that the proper com- 
mittee may have the hearings and we can go and place before that 
committee the reasons why we think this Small Defense Plants Cor- 
poration Act should be passed immediately, and I hope, 1 really do 
when we get back, return from this pleasurable trip—I hope to see 
a little of California—that we can bring enough pressure to bear that 
that bill will be brought out on the floor, and if we bring it out on 
the floor of the House, we will have no trouble passing it. 

Mr. Cary. In the outlying communities we are Tonia concerned. 
We saw in the beginning of World War II our city almost become 
a ghost city because of people being forced out in the surge of em- 
ployment in the larger areas, and we don’t want to see that repeated. 
We do have the machinery, and we can handle the jobs if we can get 
them. There is no question about it. We did it successfully before, 
and this allocation of materials at the present time even where you 
have a DO, if you are in manufacturing, say of agricultural ma- 
chinery or something of that nature where you have an allocation 
set-up of perhaps 85 percent, we find we can only get 35 percent of 
that 85 percent, so our normal manufacturing, our normal operations 
are being curtailed to the extent that our people, skilled and semi- 
skilled, are already leaving our area and going to the area where 
work is available. 

Mr. Hitt. 1 would just like to add one other word to keep you up 
on what is going on, not that the committee needs any defense. The 
Committee on Agriculture of which I have been a member for a good 
many years, not longer than 2 years ago held a meeting in regard to 
the shortages of steel for the manufacture of agriculture implements. 
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There are 1,600 manufacturing plants throughout the United States 
making or manufacturing agricultural implements. The total con- 
sumption of all the steel manufactured in the United States by all 

icultural implement organizations is only 3 percent, and yet, the 
Agricultural Department testified that within 60 days all agricul- 
tural implement concerns would be down to 50 percent of the manu- 
factured farm equipment they produced in 1950, which means in our 
territory where we have no labor, farm labor, any excess, where we 
have been mechanizing our industry like you have in this cotton area 
in California, we are going to be so short of repairs we are wonder- 
ing how we are going to get the food to feed the people which is just 
as Important as the manufacture of machine guns. 

Mr. Cary. We are an agricultural area, of course, and we are wor- 
ried for the very same reasons. May I say to you that we in the 
labor group follow these things very closely, because our people are 
definitely affected by anything that happens to small business or to 
the manufacturer. We follow the record. We follow our records 
in Congress. I am well aware of your record, Mr. Hill, the same as 
the balance of the Congressmen in our United States Congress. 

Mr. Hu. I don’t want to leave you without any faith, because just 
lately since I left on this trip, already the top boys have said, “We 
had better allocate a little more steel to pono manufacturing.” 

Mr. Cary. I am not without faith. It has been our experience over 
a long period of time that sometimes it is necessary to build a fire to 
get a little more rapid action, and if there is anything that we can do 
to apply a little more heat, not on this committee, but the situation as a 
whole, we would like to apply it. 

Mr. Hitz. If we have too much steam, it doesn’t hurt to pop off. 

The Cuarrman. Mr. Shelley. 


Mr. Suetiey. I cannot help but make the comment Mr. Cary is one 
of the most able men in this group, and I am very happy to see him 
here as secretary of the Fresno Chamber of Commerce. 

The Cuarrman. Mr. Earl C. Griffith. Give your name and posi- 
tion, address too. 


STATEMENT OF EARL C. GRIFFITH, MANAGER, CENTRAL 
CALIFORNIA WAR INDUSTRIES, INC., FRESNO, CALIF. 


, 


Mr. Grirriru. Earl C. Griffith, manager of the Centrat California 
War Industries, Inc., 106 North First Street, Fresno. I would like to 
take a few minutes to review the build-up of this pool in Fresno dur- 
ing the last war and what they did and spend another 3 or 4 minutes 
trying to point out what we are asking now. 

In the beginning of World War II the shops of Fresno made indi- 
vidual efforts to get work and were unsuccessful. Employment 
became less and less as time went on and finally got to a very bad 
situation with some 1,500 empty store buildings and many, many hun- 
dred empty houses in Fresno. 

Individual firms held a meeting, and each volunteered the informa- 
tion as to the amount of money and time spent in trying to obtain work 
as individuals. It was apparent that no success had been attained in 
this way. ; 

At about this time the War Production Board, through Mr. John 
Tolan, Jr., suggested the pool idea, and a nonprofit corporation was 
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formed in Fresno under the name of Central California War Indus- 
tries, Inc. This was set up through the War Production Board, and 
all clearances and legal angles passed upon. It was made up of about 
30 shops and in the beginning had approximately 200 employees. 

After some 60 days of effort we entered into a type C contract with 
Mare Island and began to perform work for them. The operation 
was highly successful both from the point of view of Fresno and from 
the Navy'’sside. It was so successful that the Central California War 
Industries and each of its individual members were awarded che 
Army-Navy E and four stars. 

During World War II this nonprofit corporation, Central Cali- 
fornia War Industries, Inc., performed about $8,000,000 of work man- 
ufacturing some 2,200 different items. According to the Navy Cost 
Department’s figures the average profit on all of these jobs was 8.2 
percent. The Renegotiation Sank made their examination and saw 
the way in which the pool operated and the profits which had been 
made and then decided that no renegotiation was necessary. The 
contract was written by the Government and Central California War 
Industries, Inc. The work was offered by the agency which wanted 
it such as Mare Island, directly to the pool manager. The manager 
decided which pool members should perform this work on the basis 
of the ability of the shop and the workload at the particular time 
that this order was being processed. As far as I know there were 
never any objections to the manner in which the work was divided. 

At present, according to the local postmaster there are over 1,100 
houses which are not receiving any mail. This means that the houses 
are vacant. There are about 1,000 houses under construction which 
are still in the hands of the builders and have not been purchased 
or contracted for. Since there is practically no defense work in 
Fresno at the present time, some of the more serious-minded and best 
mechanics are wondering whether or not they should go to a defense 
area and get a job in a defense plant while they can still get housing. 
Many of them have done so. This means that the shops are losing the 
best men to the defense areas. Controls and shortages are adding to 
the problems of the small-business men. Conditions now are fast 
approaching those prevalent at the start of World War II. 

In order to eliminate this disastrous time lag that was so harmful 
both to the shops and to the war effort, the pool has been reincorporated 
with practically the same members and officers and directors. It is 
the purpose, and the only purpose, to be ready to take on this work 
when and if it is available. great amount of work could not at 
present be placed in Fresno without disrupting the civilian work but 
a token amount, let us say perhaps 20 percent of the workload that 
we handled during World War II, could be placed in this outlying 
place of Fresno and it would settle this unrest and assure the people 
who own their own homes and who would like to stay in Fresno, that 
if the pressure becomes great enough defense work will be available. 

Whereas, the law and directives appear to be the same as in World 
War LI, we have been unsuccessful in obtaining: 

1. Antitrust clearance. 

2. Recognition of the pool as a contracting agency. 

3. Approval of a workable contract procedure. 

In our efforts to obtain these the Fresno pool has banded together 
with other pools, namely, Modesto, Sacramento, and San Jose, in an 
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association called Coordinated Manufacturers of Northern Calli- 
fornia. This association was represented in Washigton on two differ- 
ent trips by Mr. John Tolan and once by Mr. Darwin Bryan, who 
presented these problems to: 
. National Production Authority. 
2. Defense Production Administration. 
3. Navy Department. 
. Munitions Board. 
. Attorney General. 
6. Harrison’s committee. 
And yet, we have no results. 

President Truman in Executive Order 10210 dated February 2, 
1951, expressly authorized the use of the type C contract. 

All we ask is that we get the same consideration we did in World 
War II and the same amount of work under a contract procedure 
which we in our opinion think is the proper procedure for a pool to 
work under. 

The Cuairrman. Mr. Multer. 

Mr. Mutter. Did you have antitrust clearance during World 
War II? 

Mr. Grirrirn. Yes. 

Mr. Mevrer. Did you have any difficulty then ¢ 

Mr. Grirriru. None. 

Mr. Muvrer. Can you tell us what is holding up antitrust clear- 
ance ¢ 

Colonel Puutrrs. I heard Mr. Hughitt in the Small Business 
Office in the Department of Commerce Friday make the statement 
that Commerce was presently working with the Department of Jus- 
tice concerning the antitrust clearances and that they expected prob- 
ably within the next 2 weeks to have something definite out to the 
ooling activity and what steps they would take to get the clearances. 
| do not believe it has somali been settled from what Mr. Hughitt 
said Friday. He said that presently they were waiting for a state- 
ment from the Department of Justice. 

Mr. Grirrirx. They have asked us for a great deal of information 
in order to clear this antitrust and this pooling agency. We don’t 
think it is necessary. We are willing to give it. It is nothing more 
than is already in the articles of incorporation. It is practi sally the 
same thing, one of the points being that the pool is organized for de- 
fense work only and for no other reason, many other things that we 
are perfectly willing to give them but which we are not required, 
were not required to give during World War II and which we think 
is just something else, information that is not necessary. However, 
we are going to furnish it. 

Mr. Mutrer. Has any procurement agency raised the question that 
you must have antitrust clearance before you can take any contract ¢ 

Mr. Grirrita. We have not attempted to get an order in the name 
of the pool, because we think that we should have that antitrust clear- 
ance first. I do not believe that a procurement agency would now be 
authorized to enter into a contract with a pool. Iam not sure. 

Commander Wenerovivus. That is true. We are not authorized to 
enter into a contract with a pool. We expect something on that as 
Colonel Philipps said. 


sh267—51—pt. 1 46 
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Mr. Mutrer. Can you tell us why you are not authorized? I un- 
ee it is hard for you to challenge the order that comes from 
above. 

Commander Wenorovivs. In the first place, we are spending pub- 
lic money. We are expected to deal with organizations of profit. 
Obviously, a nonprofit organization without any financial capital be- 
hind them is not in position to so do. That is the first step. With 
regard to antitrust clearance we are enjoined to observe the same rules 
in business that private industry has. I can see the point behind it. 
Cooperation is not a good thing according to the Antitrust Division, 
Department of Justice. 

Basically. I think that conditions today do not exist as they did 
during World War II in that there is still available productive capac- 
ity and available manpower in the more attained industrial areas 
where we can procure materials for productive capacity under firm 

»rices. 

Mr. Murer. Then you can get it from the big fellow with the 
facilities, the larger labor facility, while these little fellows will be 
out in the cold, but if they begin to combine together they are on 
an equal footing with the big fellow ? 

Commander Wenerovius. I am perfectly willing to deal with the 
pool. I want the authority to do so. 

Mr. Grirrvirn. We are not asking it on the basis of charity, but we 
think a good place to keep the work is where the worker is and where 
he owns his own home and where he can stay, and if you do need him 
a while from now you have him. 

Mr. Muurer. During World War II there was no question about 
the pool, is that it? 

Mr. Grurvirn. They gave us the Army-Navy E with four stars. 
We manufactured below bids. 

Mr. Murer. The pool itself may get no profit, but the profit goes 
to the members of the pool. The facilities and the assets of the mem- 
mo | of the pool are all behind whatever contract you undertake to 
verform ¢ 
Mr. Geirriru. Right. I think the Central California Co. shows a 
financial rating of probably six or eight million dollars as individuals. 

The Cuarrman. You have a combination with other pools up and 
down the Central Valley ¢ 

Mr. Grirriru. Simply a loose association to try to get over to the 
people that need to be told the common problem of the pools. In 
other words, instead of Fresno, Modesto, and Sacramento doing these 
things individually in Washington we simply try to band together 
and send one person with a common problem. As far as the type C 
program, President Truman in an Executive order expressly author- 
ized the use of that type of contract which we are asking for, but he 
tied a couple of things to it which makes it impossible from a pro- 
curement officer’s point of view to enter into that type of contract. 
There is nothing wrong legally with that type of contract, and from 
our operation in World War II we think that is an ideal way for a 
pool to operate because of many, many things which I could go into. 

Mr. Murer. You have advised the various procurement agencies 
that you are ready to operate and take comteatiaa . 

Mr. Grirrirn. We have sort or around about advised them, be- 
cause we don’t have antitrust clearance, we can’t go to them. We 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 713 
? 
have as individuals bid on a few things, and we have been successful 
bidders, but very small. 

The Cuamman. Mr. McKinnon. 

Mr. McKinnon. Did I understand you to say your World War II 
contract was workable but a few things have been changed since that 
time / ' 

Mr. Grirrira. Our type contract and our articles of incorporation 
are practically the same as World War Il. We got antitrust clear- 
ance on that basis of nonprofit corporation. Now, they are asking us 
for a lot of information which we personally do not think is necessary. 
They okayed it and we had antitrust clearance before without any 
of that, I think probably because they needed the work badly. As 
the commander said, the situation is different now. It is one, let us 
ay, stall after another. 

Mr. McKinnon. There is no difference in actuality in World War 
II and now, but the need on the Government's part is not as critical, 
and they are not cooperative; is that it? 

Mr. Grirrirx. In our request for antitrust clearance on January 15 
we heard absolutely nothing until March 21. 

Mr. McKinnon. And you still do not have it ¢ 

Mr. Grirrirn. No. We are now to submit a long list of informa- 
tion as to how many employees we have and the day I write the letter 
the situation will change. Before the letter gets to Washington the 
situation will be changed. 

The Cuatrman. Except Colonel Philipps has brought out that be- 
fore 2 weeks’ time the decision may be reached. I do not believe they 
will act until they get the information. ‘hat is what they are waiting 
for now. 

Mr. Grirriru. It takes time to get the dollar volume of 30 different 
companies, the number of employees, what was their amount ef busi- 
ness for 1950, and that sort of thing. We are compiling that informs- 
tion and sending it in, but we don’t believe that it is necessary. 

Mr. McKinnon. To whom do you send it? 

Mr. Grirriru. Metcalf, NPA. 

Mr. McKinnon. How do they fit into your picture? 

Mr. Greirriru. They are the clearing agency. We believe this also: 
that those things could be handled, if NPA, National Production 
Administration and the Department of Commerce are going to con- 
tinue this attitude of taking care of us or nursemaiding along the 
,00ls, and I say that with no criticism, I think it can be done locally. 

Ve have that office here. They know our problems, and I don’t see 
any reason why it can’t be done locally. I think that is where it 
should be done. 

Mr. McKinnon. Mr. Judge, have you passed on that? Was that 
sent through you? 

Mr. Grirrirn. Bryant sent that with you when you were in Wash- 
ington. 

Mr. Juper. I took it with me. 

Mr. McKinnon. You passed on it, O. K.'d it? 

Mr. Jupver. I took it with me, and I left it with Mr. Hill. The 
colonel mentioned it a short while ago, and I think you got an answer 
on it very recently. 

Mr. Grirrira. We have the request for all of this information. 
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The CHatran. Mr. Judge stated that he thought you got an 
answer very recently. 

Mr. Grurriru. The answer was a request for a great deal more in- 
formation. I think there are eight things here. 

The Cuarman. Has the NPA office out here, Mr. Judge, made 
any recommendation ¢ 

Mr. Juper. Not formally, not on paper, but I made it verbally. We 
have been in favor of helping pools. We always try to help them. 
I talked to them about it, and 1 think the gentleman here will agree 
with that. 

Mr. Grierirn. Yes. May I read just one or two questions? It 
says: “1. The mailing address of the Central California War Indus- 
tries, Inc.” It is there. 

Mr. Muurer. The same as the certificate of incorporation / 

Mr. Grirrira. Yes. The address is there. “Average-number of 
employees in 1950. Capitalization if incorporated and gross sales 
during 1950 of each member.” 

The Cuarrman. That information while some of it is duplication 
should be easy to compile and to send in, should it not? 

Mr. Grirrirn. It is, and we are willing to do it. They suggest two 
paragraphs which should be incorporated in the articles, and, in brief, 
they simply state that you are organized as a defense corporation. 
Those are the first things stated in the articles of incorporation. That 
is what the State of California asks you for. It is there. 

Mr. McKinnon. Do they procure items through San Francisco 
and you fellows in Fresno ean manufacture those items ¢ 

Mr. Grirriru. There are gome that we could manufacture. We 
are doing a few of them on bid. But we cannot take the bid in the 
name of the pool, but it has to be taken in the name of the individual 
because we are not cleared yet. We feel that it would be a mistake to 
enter into a contract in the name of central California. 

Mr. McKinnon. Can you bid the same as a large manufacturer 
on the same item, the same or higher or lower ¢ 

Mr. Grirriru. It depends on the article. If it is an article that 
fits, we can certainly be competitive, although we do not think that 
competitive bidding as far as a pool is concerned is a very good thing 
to do—the responsibility of the different members, and there are 
many, many things. We went through 3 years of operation on cost- 
plus-fixed-fee contract, and it worked so well on the basis of the Navy 
and cost people and material people we think we should do that 
again. 

Mr. McKinnon. But the pool operation is competitive with a large 
a aay orn ? 

) ow ogg pam If you stay with the things that you are competent 
to make. 

The Cuatrman. The thing you refer to is cost plus fixed fee? 

Mr. Grirriru. Yes; and it is dependent on the estimate, and before 
you are issued a job your estimate must be within reason in the eyes 
of the contract officers. 

Mr. Murer. That is in effect the negotiated contract. 

The Cuarrman. It is a negotiated contract; that is what it amounts 


to. 
Mr. McKinnon. Your fee is fixed before you start the work? 
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The Cuatmman. That’s right, but it is not a competitive contract 
dependent on bids. 

Mr. Grirriru. It is not. 

Mr. McKinnon. Many of these shops in central California will be 
out of business on account of the scarcity of materials until they 
receive war work ¢ 

Mr. Grirriru. They are out of business. They have cut the power, 
and their men are gone, and they are closed. 

Mr. McKinnon. Everybody looks upon a Government as an entity, 
and in reality it is many, many parts; one department is responsible 
for one thing and another department for another thing. Now, it 
seems to me from very personal observation in World War II many 
times we added to our war costs because the procurement agency in 
trying to shade a dollar, which, of course, is their responsibility, 
in trying to buy in the most convenient fashion, the quickest fashion, 
and perhaps the cheapest fashion, they put a lot of our tax wealth 
out of production. At the same time they caused a lot of community 
facility problems by concentrating the labor pools into larger areas 
where the larger facilities were located. 

Don’t you feel even though you had to bid 1 or 2 or 3 percent higher 
the over-all cost to our Government would be less in keeping with the 
decentralization than by placing them all into a few congested 
centers / 

Mr. Grirvirn. Absolutely, because if you took the housing that you 
have to build the house the people to get them into the bay area and 
Los Angeles area and charged it back to the contracts, then you would 
have a different picture. Anyone that has run a business individually 
knows that the low bid of a group of bidders is not the lowest cost in 
many cases. Competitive bidding, as we know, is not the lowest cost. 
We could show you some very interesting figures on me erials that we 
made in World War IIL that we did on a type C and then bid them, 
and in many cases we could get more money on a bid basis than we could 
on type C, considerably more and did. We have those cost records. 
They are a part of the Navy cost records. 

Mr. Mckinnon. On the other hand, you would not want to get 
too far away from the competitive bidding, would you, and get these 
things in the completely negoitated contracts ? 

Mr. Grirrirn. We are set up to do a very small job in particular 
items. If you decided you wanted to make airplanes and tanks, Fresno 
would be no place to put it, but if you want repair parts for sub- 
marines and ships and you want them fast and you want six of this item 
and if you ask a big company to do it, it disrupts their whole produc- 
tion method. You could put it in Fresno and it fills up one shop and 
you get it cheap. 

Mr. McKrtnnon. How many procurement offices do you contact to 
sell your products ¢ 

Mr. Grirrrrn. Now we are working first on antitrust clearance. 
We haven't contacted the Navy Purchasing Office, but they are the 
people that we look to that we would like to work for, because we 
worked for them in World War II, and we know their problems and 
we know what they procure and we are set up to make those items. 
We know we can make them. We are looking too, we would like to 
work for the Twelfth Naval District as being the most economical 
contact from the Government’s standpoint. We think that is where 
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we should get their work. Fresno could only put two or three 
thousand people to work. It is not a big problem. It is a little prob- 
lem to do a lot of good for a small community. The same thing is 
true of these small places. 

Mr. Huw. Of the firms that operated under this cooperative pro- 
gram in World War II what percentage of them are willing to go 
along now! In other words, how much satisfaction did they get out 
of the program that you refer to? 

Mr. Gamveneet: 100 percent. 

Mr. Hu. 100 percent ? 

Mr. Grirriru. Yes. 

Mr. Hiux. I hope my Colorado boys are listening to that, because 
that is what we need. 

Mr. Grtrriru. The pool manager in the central office during World 
War II was praised 100 percent by the Navy after they looked us 
over, and they said, “if we had to contract with 30 small companies 
to get this done, we would have to have quite a force. You do that, 
and it is a properly chargeable cost, because you are doing a job 
somebody has to do if the Government has to deal with 30 companies. 
It takes a lot of personnel.” They allowed it as a proper cost to that 
contractor, and those costs ran a fraction of 1 percent. 

The Cuarmman. Mr. Shelley. 

Mr. Suetiery. No questions. 

The Cuarmman. Thank you, Mr. Griffith. Before we recess for the 
morning I would like the record to show that Mr. Leo McCormick, 
of OPS, is here with us representing that agency, and Lt. Col. Bernice 
C. Philipps, the Small Business Office, Munitions Board, Washing- 
tion, D. C., is likewise among us. The committee will stand in recess 
until 2 o’elock sharp. 

(Whereupon, at 12 noon, the proceedings were recessed to 2 p. m., 
of the same day.) 

AFTERNOON SESSION 


The Cuatrman. The committee will come to order, and the first 
witness this afternoon will be Mr. Cyril Thomas. Mr. Thomas. 


STATEMENT OF CYRIL THOMAS, PRESIDENT, SACRAMENTO WAR 
INDUSTRIES, SACRAMENTO, CALIF. 


Mr. Tuomas. I would like to substantiate first the statement of Mr. 
Griffith, of the Fresno pool. I happen to be the president of the 
Sacramento War Industries. We had a pool in Sacramento. The 
pee he stated to the committee were similar to the problems we 
iad in the Sacramento area. At the present time we do not have 
the people moving away from Sacramento that they had in Fresno. 
There is considerable work there in military installations. There is 
a feeling that was very prevalent during the last war of uncertainty 
whether we are going to have any contracts or whether we are not 
going to have any contracts, and so far we are telling our people that 
we have nothing definite. 

We did lose a lot of them during the last war due to the fact they 
moved to Richmond Valley, Vallejo, and so forth, because we had 
nothing definite. There was a point brought up by one of your com- 
mittee whether pools could operate as manufacturers, and I would 
like to state one case up there. 
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The Cuarrman. | think we understand the pool situation pretty 
well, and what we want to do is to get specific examples of difficulties 
that you and the other businessmen are encountering. I believe that 
your predecessor did a good job of explaiming the situation in gen- 
eral. We want to have specific cases so that we can get the answers. 

Mr. Tuomas. We have nothing definite we can give them in the 
way of a contract. We are trying to get the contracts as stated by 
Mr. Griffith so we can go back to the men, especially outside of 
Sacramento, in the communities that worked with us before where 
they do not have the work that we have in Sacramento, that if they 
need something definite, that we can tell them either we are going to 
have the work or we are not going to have it. In going to the agen- 
cies we have nothing definite we can tell them due to the fact we 
haven't the type of contract we need to work under. 

The Cuarmman. As far as this committee is concerned there is 
really nothing you could tell us until this agreement is reached by the 
Commerce and Justice Departments relative to the monopoly pro- 
visions which seem to have some bearing on your particular kind of 
a pool; is that correct ¢ 

Mr. Tuomas. Yes; our problems are very similar to what they have 
in Fresno; correct. 

The Cuarrman. In other words, you have no problems until you 
get this matter straightened out ? 

Mr. Tuomas. We have the problem of people moving away if we 
don’t straighten it out. 

The Caiman. It all depends on this: As far as your difficulties 
at the present time are concerned it is not a matter of a lack of co- 
operation with Government agencies. Rather, it is a matter of waiting 
until this pool arrangement is agreed to. 

Mr. Tuomas. So we have a policy set up that we can work under. 

The Cuarrman. Go ahead. 

Mr. Tuomas. You mentioned about the pools. The main thing is 
that we are not after the big business, and we do not care about the 
larger pools that might be iemnail But when you can take various 
small businesses and get them together the way we did up there and 
ecomae things. we did things up there that even some of the large 
uusinesses could not do. It is a matter of record. I am not going 
to go into that. 

Today we have been approached to do repair work to get items 
back imto use, and we are not able to do it. We asked them, “Why do 
you come to us?” “Well, there is no one else interested in it.” You 
can’t put it on a firm bid because we don’t know whut we are bidding. 
“How much do you want done?” They don’t know themselves. They 
say. “Don’t you have a contract that we can give you a contract on a 
fixed fee?” We say, “No; we are not operating that way. Most of 
the companies up there are too small to go out and do it, but if they 
band together as a unit or pool, they can do it. The Sacramento in- 
dustries did a job last war that is very commendable. In the sub- 
marine program we got things done. They had to have things done 
in co many days, and they were done. 

We are not asking you for work. We are asking you for a con- 
tract offering our services, in order that we may do what we did before. 

The Cuatrrman. You agree with what Mr. Griffith said when he 
preceded you on the stand ¢ 
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Mr. Tuomas. Right. 

The Cuamman. Mr. Multer. Mr. MeKinnon. 

Mr. McKinnon. Specifically, what would you recommend? If you 
were writing a rule, what would you recommend ? 

Mr. Tuomas. A type C contract that a pool can operate under. We 
operated under the type C contract that was set up before. We had no 
trouble with it. We could give an estimated cost, and the job would 
be out. I realize the situation; it may not be in quite the emergency 
status it was before. If we do not get ourselves set up, we are in no 
position to do it today. We are trying to get a policy and a contract, 
so if you do need it, we will be ney: If you don't need it, there is no 
harm done. 

Mr. McKinnon. If they don’t use you in the next year or so and 
an emergency develops, you won’t be here to operate in an emergency ? 

Mr. Tomas. They won’t be here. They went out before, and 
like everybody else we had to train the personnel. Why not use the 
personnel we have here today and can be used. I know this: That the 
cost on some of the items we made as stated by Mr. Griffith was cheaper 
than you can go out and bid them. 

The Crairman. Mr. Hill. 

Mr. Hitz. No questions. 

The Cuarrman. Mr. Shelley. 

Mr. Sretitey. I would like to have the gentleman repeat for the 
purpose of emphasizing in the record what I think is a very important 
objective of this committee and a very important problem: that if a 
solution to this problem of small business being, to use an expression 
which I think expresses it very well, boxed out of defense production 
contracts or left out continues, that in a year or so there will be no 
small business left to any appreciable extent. There will be many 
of them just out of business. Is that a fact or not a fact? Is it a 
sound supposition ¢ 

Mr. Tromas. When you say all small business I am not in position 
to speak for some of the other men that were in here. I do know what 
took place before in our area, and some did go out of business. I hap- 
pened to be working for a company that was shut down during the 
last war—gold mining. We had 350 men in our company, and they 
shut down areas in Grass Valley, and were it not for the type C con- 
tract, we would have done nothing for the war effort, because our men 
would have scattered, but due to the fact that the type C contract was 
made available we came down here; we worked and kept our morale 
up and did a job in the shop that I think is very commendable. We 
do not expect to be shut down this time, but we were during the last 
war. It wasn’t a case of going out of business. 

Mr. McKinnon. What is happening to mining now! Are miners 
getting supplies and necessary equipment ? 

Mr. Tuomas. I think you know what is happening in the mines. It 
isa very tough situation, because we are not getting things; no. What 
is going to happen again, the companies up in that district from the 
Grass Valley and mining area are Pekin to this type of war contract 
where they can keep their men in the shops and carry on until the 
emergency is over. But as long as the price of gold stays the way it 
is it becomes more difficult to operate. So we are hoping to take them 
in and use them in the war effort. 

The two mining companies I am speaking about were the main fac- 
tors in the pulley-block program. When we first started they asked 
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us to make 25 blocks. We never saw the blocks before. They were to 
be made at Navy specifications. You use them for hoisting things on 
ships. A year and a half later they were deliveri ing 14,000 ) completed 
blocks to Mare Island every month. They were giving them 14,000 
blocks, and were it not for that type of contract that we could go in 
and work out the details, work out the production schedule, we would 
never be able to do it. I have had word from the men at Mare Island 
Navy Yard that there wasn’t another firm in the United States that 
would take that contract before because it had to be built to a Navy 
specified block. We took it on because we didn’t know what we were 
doing. 

Mr. Suriey. But you did it? 

Mr. Tuomas. But we did it. 

Mr. Sueuiey. One other question, Mr. Chairman: In the area you 
come from, northern California, in which agriculture is not as broad 
up in the mountain area as in other sections of the State, is the type of 
business that you are talking about pretty much the economic back- 
ground of that area ¢ 

Mr. Tuomas. Up in the area I mentioned it is mining. It is mining 
and small manufacturing. 

Mr. SuHetiey. Small manufacturing? 

Mr. THomas. Small manufacturing, yes, sir; in northern California. 

Mr. Suetzey. That is all I have. 

The Cuarmman. Thank you, Mr. Thomas. Is the delegation from 
Nevada here this afternoon ¢ 

Mr. Pine. My name is Ed Pine. 

The Cuarrman. Will you sit down and give the reporter your name, 
your address, and your business connection. 

It might be well to ask Commander Wengrovius to clear up one 
oint in relation to the testimony which was recently offered, aa that 
is to the effect, as I understand it, I believe, that it has been brought 
out in this committee hearing that these industries individually are 
eligible for, and some have been given, contracts by the war defense 
agencies, but that as far as the pool itself is concerned nothing can be 
done until the matter of the antitrust is cleared up by the Department 
of Justice. 

Commander Wencrovivs. The type C contract as such is not an 
iNegal contract. We do have authority in some. We do not have the 
authority locally to enter into a type C. The question is, Under what 
circumstances and with whom? 

The Cuarrman. As of now it is not possible for you to enter into 
such a type C contract with a pool ? 

Commander WENGRovIUS. That's s right. 

The Cuarrman. But it is with an individual concern ? 

Commander Wenerovivs. That’s right, under certain circumstances, 
research and development ; that is the only type of contract. 

The Cuarrman. Mr. Pine, will you proceed. 


STATEMENT OF EDWARD PINE, CHAIRMAN OF DELEGATION 
REPRESENTING STATE OF NEVADA, RENO, NEV. 


Mr. Pixe. We in our area are also going to be forced out of busi- 
ness and are rapidly being forced out of business chiefly because we 
are in an area that is not considered a defense area and there is very 
little defense work going on. Our people by the restrictions that 





720 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


have been put down by NPA such as M4, M-12, and M-~7 have cur- 
tailed our work considably along with regulation X and the financing 
of construction. Unless we are given some relief in that area, when 
you do need us to help out in the war effort or in any effort, defensive 
or in any way that you will need us, we won't be there to help. 

One of the main reasons is that at the present time our personnel 
is being dissipated and is leaving our area, and the men who are 
trained in the type of work that we can perform are leaving and going 
to another location. Then when you do need us we won't have the 
trained personnel, and we will not be able to hold our crews together 
to do the type of work that we can perform. The M-12 and M~/ have 
worked a very distinct hardship on us, because in many cases our 
contractors, for example, have purchased their copper for a long period 
of time to put into buildings, and now it is restricted, and we can’t put 
it in. The aluminum, the same thing. The men have this material 
in storehouses waiting until their jobs got to the point where they 
could use it, and we are about to be restricted on the use of it and 
won't be able to, and we cannot find substitutes at the present time. 

The CuHarrman. Well, specifically, Mr. Pine, what types of indus- 
tries are you here representing this afternoon ¢ 

Mr. Pine. The steel industries, especially those that are in the 
structural business. Our structural work has been very small in that 
area. We feel that we could get some contracts or some work from a 
defense necessity that would use those people to advantage. But we 
cannot do any work in that area, because it is building chiefly, and M—4 
has restricted our building, and there will be no more building in our 
area. Between M—4 and the regulations on credit we are out. 

The Cuarrman. Mr. Multer. 

Mr. Mourer. How many industries approximately are there in your 
State? 

Mr. Prxe. We have five small fabricating businesses in our area 
that could handle steel work. We also have a large number of lumber 
mills that could make foot lockers, pallets, or cartridge cases or such 
as that. By the time the contract information gets to us and we make 
application for the plans and apa ng we are told at that time 
the plans and specs are not ready yet, but they will be soon. By the 
time we get the contract the contract is bid, and we cannot bid against 
them. We cannot get the required information at the time. 

Mr. Suewiey. I want to ask the commander a question on that very 
point. Were you listening to that point? I think the gist of it was 
there was a little conflict with what you said this morning which I 
want to ask a question about. You said this morning in passing that 
generally the specs go out with the invitation to bid. 

Commander Wenerovivs. I would like to qualify that. 

Mr. Sueitey. I think he said the opposite, and Colonel Philipps 
said the opposite. I know of some cases on Navy jobs where the invi- 
tation to bid went out, and included with it was, “If you are interested 
in bidding, yet us know and the specs will be forwarded.” In about 
15 days they got the specs. They took a look at them. The drawings 
Miwon not complete, and the bid had to be in by the next day or 2 days 
ater. ‘ 
Commander Wenerovius. I think that might be possible under 
certain circumstances, but I think we are confusing specifications with 
regard to drawings. I mean the specifications printed by the Govern- 





i | 


6 /_-=| hee oe 


ee el 


fh > het eee 


—_ 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 721 


ment Printing Office in Washington. Rarely do we send those out 
unless we are asked for them. But in drawings we have to send a copy 
of drawings to each interested bidder. They have to make written 
application. The drawings in contrast with specifications will not be 
available to an infinite number of bidders. 

Mr. Suetiey. And that does create a time lag in getting them? 

Commander Wenorovivcs. That could conceivably create a lag. 

Mr. Sueuixy. That is the point you just made. 

Mr. Prine. One of our lumber mills up there contacted one of the 
bidding agencies for the making of filing cases and the agency which 
was requesting the contract said that we could obtain it from a well- 
known manufacturer of filing cases, but we could not get it in the time 
that was required. The manufacturer would not furnish us with his 
drawing, therefcre they could not bid the filing cases because it was 
part of his manufacturing process, and we were unable to bid it because 
we could not get the drawings. 

Mr. Sueiiey. Did he get the bid? 

Mr. Prine. I don’t know whether he got the bid. 

The Chatman. Mr. Hill. 

Mr. Hutz. No questions. 

Mr. Pine. This is Martin Schwamb, a steel fabricator from Nevada. 


STATEMENT OF MARTIN SCHWAMB, STEEL FABRICATOR, 
RENO, NEV. 


Mr. Scuwamn. My name is Martin Schwamb, 300 Morrell Avenue, 
Reno, Nev. Much has been said here about the pool services. We ran 
into a situation up here in Nevada specifically—probably it is true all 
over the country—where some private building is going up, and you 
have got to have an okay from the Government in order to put up that 
building. Through writing a lot of letters you get the O. K., but 
where is the priority to get the material from’ We put up a bank, 
56 bridges whete there is reinforcing steel, no priorities, but all the 
projects are O. K.’d by the Government to go ahead and put those 
projects up. Eventually, we are out of material. What are we going 
to do? They are talking about the fact that small business should 
survive in case the Navy needs us or the Army needs us a year from 
now. We won't be there. It is just impossible. 

We send our material out on the different jobs which are O. K.’d by 
the Government. We are out of materials. 

The Cuarreman. Mr. Multer. Mr. McKinnon. Mr. Hill. 

Mr. Hitz. What materials are you out of? 

Mr. Scuwamp. Structural steel, reinforcing steel, wide flanges. We 
get sheets from New York at $400 a ton over ceiling price, $170. 

Mr. Hitz. That would be gray market. 

Mr. Scuwamp. We don’t know. It is through the mail. 

Mr. Hiri. What has that got to do with it? You say you are build- 
ing a bank building? 

Mr. Scuwampn. Yes. 

Mr. Hitt. Why would you want to build a bank building now? 

Mr. Scuwamps. The bank has to put up a building, and they got 
authority to do it. 

Mr. Hitz. You want to construct a bank whether it is necessary or 
not. Do you think it is necessary to have a bank building or not ? 
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Mr. Scuwams. The Government gave them the O. K. 

Mr. Hiri. The Government let them go ahead and then refuses to 
let them have the material ? 

Mr. Scuwamp. Yes. 

Mr. Hitt. That is a fine Government. 

Mr. Scuwamps. I am not talking out of my head. 

Mr. Hit. That is in the city of Reno? They started a building and 
stopped. I thought they took everything away from everybody in 
Reno, Nev. That is why you need the bank for the other people ! 

Mr. Scuwams. That might be so too. 

Mr. Hitt. I think you are right. I think they ought to have the 
steel to build the bank building. 

Mr. Scuwamp. In the last flood there was a number of bridges 
washed out. All the bridges are going to be replaced. I furnish the 
reinforcing steel for it, but I haven’t any priority. 

Mr. Murer. You have the stock on hand, don’t you? 

Mr. Scuwams. Some of it. 

Mr. Hut. You mean the roads would be impassable if you can’t 
build the bridges? 

Mr. Scuwams. If you can’t get across, naturally. 

Mr. Hitt. I suppose the folks would think you ought to drive 
around on a side road. 

Mr. Scuwams. My question is: How can we replace our stock after 
the Government approves a building or a bridge and doesn’t give us 
any priority to replace our stock. 

Mr. Mutrer. Why worry about building up your inventory until 
you have used what you have? 

Mr. Scuwamp. I am not talking about building up an inventory. I 
don’t want to sell it all over. Suppose the Government comes along 
and gives you a war contract. 

Mr. Mutter. Then they give you a DO contract to get it. 

Mr. McKrxwnon. Do you fellows run into a lot of difficulty when it 
comes to gray markets? 

Mr. Scuwamp. I haven't bought anything on the gray market yet, 
and I don’t intend to. 

Mr. McKinnon. How much do you get under normal markets? 

Mr. Scuwamnp. I started my program in 1939. I couldn’t buy any 
shipments. There is Kaiser. In 5 or 6 years from now I begin to buy 
steel for shipment from the mill. I get asked, “How many thousands 
of tons did you buy in 1939?” Tn 1939 TF was lucky to pay a $20 bill on 
steel. How can I be competitive if I have to pay warehouse prices? I 
can't. It is strictly a competitive business if we pay on things like 
that. We have $11 a ton on freight. 

Mr. McKrynon. There isa lot of steel available on the gray market? 

Mr. Scuwame. I don’t know. I can’t afford to buy it. I am under 
a ceiling price. If I pay $40 a ton for sheet steel, I would be broke. 

Mr. McKrynon. What have vou got this year compared to last year? 
I don’t know how many carloads you have. 

Mr. Scuwame. I have about the same amount of steel on hand T had 
last year. 

Mr. McKrxwon. And your shipments come in about the same? 

Mr. Scuwame. They don’t. 

Mr. McKrynon. In the next 6 months it doesn’t look as if you would 
get as much steel as you had the last 6 months? 
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Mr. Scuwames. Definitely, no. 

Mr. McKinnon. What do your suppliers tell you? 

Mr. Scuwams. About steel ? 

Mr. McKinnon. Yes. 

Mr. Scuwamps. They say I didn’t get any steel 5 or 6 years ago. 

Mr. McKinnon. What about the big fabricators and the subsidiary 
fabricators in the big steel companies ¢ 

Mr. Scuwams. I don’t know. You pick up a certain amount of the 
steel from them which they cautiously sell out. If they don’t like you, 
they don’t sell you. 

Mr. McKinnon. The orders they give to construct the bank building 
are dependent on the fact that you ean find the steel for the bank build- 
ing. That is the hazard you have to take when you take the order, it 
seems to me. 

Mr. Scuwame. That is the survival of small business. What are we 
going to live on in the meantime? 

Mr. McKrxnon. Do your suppliers have price lists that are available 
to all, or do they have two or three more price lists? 

Mr. Scuwamp. I don’t know about the price list. We have a stock 
list, but most of the time it is blank. 

Mr. McKinnon. Jack, you have ceilings on steel now, don’t you? 

Mr. Toran. Yes. 

Mr. McKinnon. What is your office doing about the gray market 
that you find advertised in the daily newspapers and Journal of 
Commerce and other publications ¢ 

Mr. Toran. I know that the direetor of enforcement, Mr. Morgan, 
has had somebody on that situation in New York. As I understand 
this gentleman, he has the warehouse prices as against the mill price, 
and then he has the possible gray market that he doesn’t appear to 
have any facts on. Have you been offered that steel ? 

Mr. Scuwame. $400 plus freight. 

Mr. Toian. I have Mr. Morgan’s man here on the east coast. We 
would be glad to get an inspector on that. I was in Reno Friday and 
Saturday, and we are appointing our enforcement people. 

Mr. McKinnex. Would vou like to sit down with him tomorrow 
morning ¢ 

The Cuarmman. Would you like to give us the name? 

Mr. Scuw.ms. I haven’t got the name. 

The Cuarrman. Would you be willing to give this committee the 
name of the party who offered you sheet steel at $400 a ton? 

Mr. Scuwames. | haven't got that. It happened 3 or 4 months ago. 

Mr. McKinnon. A man, if he is a supplier but not a manufacturer 
and he buys steel at one price, is he allowed a differential to sell it at 
a higher price than a regular supplier? 

Mr. Totan. The order, which is not issued yet, the order as all these 
orders will permit historical pre-Korea and mark-ups based on his 
actual cost. He is frozen as to what he sold his products for. He is in 
a bind now if there is an increase. 

Mr. Suetiey. Does that allow mark-up to the individual purchaser, 
or is it a flat mark-up all along? 

Mr. Touran. This is the basis of the roll-back. That is, when we 
bring out the order on steel, say, the plate manufacturer, which I guess 
you might describe him, plate and structural manufacturer, he will 
get the same mark-up he made as against his actual present costs he 
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had pre-Korea. We will go through the steel business, and we will 
make them roll it at their same mark-up, so, it may involve a roll-back 
of prices or a slight increase of prices. It is a teclimique of control 
across the board which is opposed to the first price thing which is 
freeze to date. 

Mr. McKinnon. Your order won't allow a new man to come into the 
field ¢ 

Mr. Toian. Our order will »Jlow a new man, but we won’t be able to 
direct a new man to the servic ‘s. because we will leave the market free 
as it runs at the present time. We will leave the market free, and the 
customers are serviced based upon the discretion of the business that 
does the manufacturing and supplying. 

Mr. McKinnon. Have you heard of any instances where they are 
going back 10 or 12 years ago on a man’s historv ¢ 

Mr. Toran. No, sir. 

Mr. McKinnon. It is based on the last 2 or 3 years? 

Mr. Toran. You build up a customer pattern and follow that pat- 
tern subject to the DO’s and other priorities. 

Mr. McKinnon. The thing I am trying to find out, if a new man 
comes into the picture, he buys from a regular supplier at an X price 
and then we add X plus 10 and you would be within the price order. 

Mr. Toran. Not now. 

Mr. McKinnon. You are shutting out the gray market that way ? 

Mr. Toran. He is frozen at his level. Until we get an order out 
which will permit him to take on new higher-priced orders and go 
back to historical mark-up position. 

The Cnarman. How feng has there been a control price on steel ? 

Mr. Totan. The general freeze order of the December-January 
period. 

’ The Cuarrman. When did it come in? 

Mr. Toxian. Last December. 

The Crarrman. You were offered that $400-steel prior to last 
December ¢ 

Mr. Scuwamp. No, sir. 

The Cuamman. Since December ? 

Mr. Scurwames. Yes, sir. 

The Cuatrman. Would you be willing to go over the matter in detail 
and give them all the information ? 

Mr. Scuwamp. Yes. 

The Crarrman. If you can get the name of that $400-a-ton steel 
man, I suggest that we get fall informmtion on this particular case. 

Mr. Toran. It is not gray market: It is black market. 

Mr. Scuwamp. It is not a steel company that offers these sheets. 

The Cratrman. We would like to know how they get that material, 
what they pay for it, and through what market it flows. There are a 
lot of questions you can ask in connection with $400-a-ton steel. 

Mr, Toman: We have the first case in the country on automobile 


black market out of this region, and we are prepared to move. 
The Cuarrman. Thank you, Mr. Schwamb. 
this to our attention, and we will go over it very careful 
oughly. 
Mr. Mutrer. I think the previous witness mentioned about M-7. 
zs it not so that the effective date of M-7 has been postponed for 30 
ays? 
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Mr. Tonan. Yes, sir. 

The Cuatrmman. Mr. W. J. Duecker of the Stockton Coordinated 
Manufacturers. Mr. W. C. Coldwell, Coordinated Manufacturers of 
Santa Clara County. 


STATEMENT OF W. C. COLDWELL, MANAGER, COORDINATED MANU- 
FACTURERS OF SANTA CLARA COUNTY, SAN JOSE, CALIF. 


Mr. Cotpweti. My name is William C. Coldwell, 62 Sharpe Ave- 
nue, San Jose, Calif. I am Manager of the Coordinated Manufac- 
turers of Santa Clara County, Inc. I would like to agree with every- 
thing that Mr. Griffith, of Fresno, said and also with everything 
that Mr. Thomas has said. With reference to several items that I 
have read that you would like to have brought up here I would like to 
mention procurement. I visited a very large number of the procure- 
ment offices in the district here, and I ran into one Chemical Pro- 
curement Division, Oakland Army Air Base. Lieutent Colonel Ben- 
dixen is the head of that procurement office listed as a prime pro- 
curement office. According to the captain I talked with they have ont 
in existence since the last war or 1946, and they did procurement in the 
sum of $200,000. As a result they haven't much to do, and I do not 
believe the coast out here is getting adequate procurement compared 
to the East. 

The CuarrmMan. The total amount ? 

Mr. Cotpweit. The total amount has been $200,000 in procurement 
listed as a prime contracting procurement agency. 

The Cuamman. Colonel Bendixen is here. Colonel, do you have 
anything to say on that ¢ 

Colonel Benpixen. We are set up for mobilization planning. We 
are doing a little procurement but not much. 

The Cuarrman. Is that figure correct ? 

Colonel Benprxen. It is less than that. 

The Cuarrman. Go ahead, Mr. Coldwell. 

Mr. Cotpwe.u. Along the line of material controls it has hampered 
our membership a great deal specifically in foundries and machine 
shops. A lot has already been said here, that they cannot obtain this 
critical material, and as a result they are going out of business. There 
was a point brought up to me the other day where there was a job 
for the Government on Mare Island, and he tried several places to 
secure this material and could not even get it to place a bid. It wasn’t 
available. 

On the regular business that they have to do, civilian business, why, 
the controls have cut into them to such an extent that they are grad- 
ually going out of business and very fast. 

The Cuamman. You belong to this proposed combine with the 
Fresno and Stockton Pools? 

Mr. Cotpweti. That’s right. 

The Cuatrman. Are the individual concerns in your area having 
any luck getting any kind of war contracts to manufacture end prod- 
ucts and the like? 

Mr. Cotpwe.i. On firm bids we have, I think, at the present time 
somewhere around $10,000 in contracts bid by the individual member 
which is a very small amount compared to the cutbacks on material. 
In other words, we have to have something to offset that control of 
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these critical materials in procurement. It is absolutely necessary or 
the smaller manufacturer won't exist when the time comes that you 
need him. 

The Caamman. Mr. Multer. Mr. McKinnon. 

Mr. McKrxnon. I wonder, what is your group doing in the way 
of coming up to the procurement offices and getting work? 

Mr. Cotpwets. I have been spending the last 2 weeks involving 
my full time visiting procurement officers. 

Mr. McKinnon. What is the experience you run into? 

Mr. Co_pweiy. Well, in Colonel Bendixen’s office, they haven't 
anything there. Others, when they get something they will let us 
know. We have gotten some work through Mare Island for the 
individual member for him to bid on, but there just isn’t—I don’t 
think that these procurement offices are getting an adequate amount 
of procurement to be done. 

Mr. McKinnon. Your experience leads you to believe that the 
procurement is being centralized on the east coast and not being cen- 
tralized to the west coast ¢ 

Mr. Covowett. Definitely. If such a thing exists as exists in Colo- 
nel Bendixen’s office where there is nothing to procure, definitely, it 
is being held back. 

Mr. McKrynon. During World War II what was the efficiency rat- 
ing of the west coast plants around the Bay areat How did they 
stack up against the east coast war work / 

Mr. Corpweii. I would not be qualified to answer that. We are a 
newly formed group. We are patterning ourselves after Fresno, 
Stockton, and Sacramento. 

Mr. McKinnon. Colonel Bendixen, I don’t suppose you were out 
here during World War II. 

Colonel Benptxen. No, sir. The Chemical Corps did a lot of pro- 
curing out here. They bought out here. 

Mr. McKinnon. It was turned out on time and the price basis was 
good ¢ 

Colonel Benpixen. I don’t know about the price basis, but it came 
out on time. 

Mr. McKinnon. You have heard the men say that they won't be 
here when you need them unless we do something right now or in the 
immediate future. Have you got the impression in talking to them 
that that is the case? 

Colonel Benpixen. I have sent the word back, and I have taken 
the word back. 

Mr. McKinnon. So far there has been no result ¢ 

Colonel Benvixen. Yes. There have been a lot of contracts let out 
here that I didn’t let. We are doing other services for Chemical 
Corps. 

“y McKinnon. Your mobilization planning could cover a wide 
field. 

Colonel Benprxen. Our mobilization effort is very great. We have 
incendiary bombs. 

; Mr. McKinnon. Do you have much scarce material going into that 
thing ¢ ‘ 

Colonel Benpixen. We haven’t had a requirement for them yet. 
We aren’t making them yet. They are in the planning stage. 
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Mr. Moxrer. Can you tell us where they are doing some of the pur- 
chasing that the men on the west coast are complaining is all going to 
the east coast / 

Colonel Benpixen. We have five other offices, one in Dallas, one in 
Boston, New York, and Chicago, and in Atlanta. I think New York 
and Boston are doing a great deal more than we are, and I think there 
is a reason for it. ‘hey have more industry back there. 

Mr. Murer. Do you want to add anything to that? 

Colonel Putirrs. It doesn’t in any way eliminate the west coast 
manufacturers from bidding on the items that are being built in 
Boston and New York. They can bid on any of those. If they even- 
tually decentralize some of that procurement to San Francisco, they 
will send certain items out here to be purchased, but a manufacturer 
can bid on any one of those activities that are buying for the Chemical 
Corps. 

Mr. McKinnon. How does he go about bidding on that ? 

Colonel Puitirrs. The items that he wants to furnish, if they are 
being bought in New York, he should become a registered supplier 
in New York, if bought in Boston, a registered supplier in Boston. 
In other words, he should get on their bidder's list so he will receive 
notification when they are going to buy. 

Mr. McKinnon. It seems to me our basic problem is that we have 
small industrialists who are being forced out of business because they 
can’t procure materials to go along with commercial work. The ma- 
terial is being furnished for war production, but the war work is not 
coming to the proper channels so the small fellow is being forced to 
stay in civilian work because he can’t get the supplies and he can’t 
stay in war work because he can t get the bids. 

Colonel Purmsrrs. The first thing he can do is find where all the 
items are being procured and get on the list of suppliers of the pro- 
curement officers so he doesn’t lose any possibilities coming out of all 
the offices all over the country. 

Mr. McKinnon. These smaller manufacturers should be kept alive, 
isn’t that true / 

Colonel Puitirrs. Yes, sir. 

Mr. McKinnon. Don’t you think the various procurement officers 
should have some interchange of items that are needed between Bos- 
ton and San Francisco so that these fellows in the San Francisco 
area can find out what items are being bought instead of having to 
register with the office?’ Don’t you think that inconvenience would 
be more than offset by the advantages of being in production ¢ 

Colonel Putirres. I am sure they can tell him what items are 
bought, or the Munitions Board can tell him what items are being 
built by the office. But in order to receive actual notification they 
have to be on the individual suppliers list. There is no central list 
that they can be on to receive notice of all the procurement. The only 
way they will get all of the notifications is to be registered with every 
office that buys that item. 

Mr. McKinnon. The order comes out of Boston, but the O. K. has 
to originate in Washington / 

Colonel Puiirrs. It would come out of the Chemical Corps pro- 
curement center up in Maryland. 

Mr. McKinnon. Why could not those centralized offices spread that 
information to all of the procurement offices and give the information 
as to what office will be making the purchase ? 

84267 —51—pt. 1——47 
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Colonel Puttires. Well, sir, it is not the policy to disseminate that 


information to anyone until the actual invitations to bid go out. Then, W 
it is given out to all the suppliers. If they were to send that informa- n 
tion around, I think it is based on the fact that some people would li 
find out about it sooner than others, and it would be an unfair advan- n 
tage. So, when they put it out they want it to go out to all the sup. 2 
phers at exactly the same time. li 

Mr. McKinnon. You have no way of knowing when these orders n 
are going out of Boston ¢ 

Mr. tome He can find out by registering with the Boston office. o 


Colonel Benprxen. He can also find out from me in the case of 
Chemical Corps items. 


Colonel Pumirers. The Quartermaster would be able to help him E 
out, that is, coming out of the New York Quartermaster office, but Oo 
they would not give the notification. They would not know about it le 
until they made it available to all known suppliers. t! 

Mr. McKinnon. These various local manufacturers by cera d a 
your office could find out that Boston is buying a certain type of prod- t] 
uct, that Dallas or Fort Worth is buying a certain kind of product h 
and on down the line, and if you are interested in buying that prod- t 
uct, you can register in that office ¢ 

Colonel Pxuviers. -If he was interested in supplying gas masks to h 
the Chemical Corps, I am sure that the colonel could tell him that 
the Boston office, for example, was buying that particular item so is 
so that he could be registered with that office. \ 

Mr. McKiywnon. That would not be too difficult a problem to do s 
that, would it? h 

Mr. Cotpweti. Colonel Bendixen is acquainted with the men out c 
here, and if the procurement is done by the East, they are going on 
paper work, where he may see a facility out here that is much more p 
desirable to make a given product than what some procurement agency 
back East would have. a 


_ Mr. McKinnon. Colonel Philipps, could we ask you another ques- 
tion? On your negotiated contract will there be any notice that the 


Boston office is negotiating a negotiated contract?) What chance would t 
a man have of knowing ae that? It is only a matter of invitation, 
isn’t it, to negotiate ? c 

Colonel Puitiers. On competitive negotiation if he were on the sup- t 
pliers list of the Boston Procurement Office, he would receive notifi- ¢ 
cation. 

Mr. McKrywnon. What percentage are competitive and what per- p 
centage are negotiation ? 

Colonel Printers. If they send out a notice of negotiation to 25 t 


suppliers with a schedule of the item they want to buy on negotiated 
procurement and all those suppliers send in their best price, it is a 
negotiation, but it is still a competitive negotiation, and price and 


other factors will also be taken into consideration in determining t 
who will be awarded that contract. | 

Mr. McKinnon. As Mr. Coldwell mentioned a moment ago, in a 
Boston they are going to pick out 25 suppliers to negotiate. Maybe h 
there are 25 to a hundred concerns that can turn it out. Maybe a con- t 
cern out here in San Jose could do the best job, but the men in Boston 2 
would not know that, and they would not necessarily be invited to I 


compete on the order. d 
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Colonel Puiirrs. He would not be invited every time. They 
would take a percentage of suppliers and invite them, but they would 
not take the entire list. If they had 150 people on their suppliers 
list and they were going to negotiate a procurement and they felt to 
notify 25 would give them the competition desired, they might notify 
25 this time and on the next procurement notify the next 25 on the 
list and so on until they completed the list. But all 150 would not be 
notified every time. 

Mr. McKinnon. Those will be different items, and they might be 
out of step for the fellow that they might be contacting. 

Colonel Purmrers. That’s right. 

Mr. Suettey. Colonel, suppose it is gas masks being handled in the 
Boston office and this gentleman and his group do apply, they are put 
on the list and it is going to be a negotiated contract, not a bid contract, 
looking now and evaluating the human equation, the Boston men in 
the Boston office are familiar with the plants they have visited, prob- 
ably the general labor supply in the area, the general conditions in 
the area, but they don’t know anything about this plant clear out here, 
how does he get in? He is on the list, but there is a human factor 
there. I am wondering how you overcome it. 

Colonel Puitirrs. When he gets on the list, how well he described 
his plant means a lot as to what type of facilities he is offering, how 
thoroughly he lists his facilities with that procurement office which 
is the most important factor, what they know about the plant, because 
while his plant may have been inspected by the Chemical Corps in- 
spectors, at the same time it doesn’t mean that the procurement officer 
has seen the plant. It is the imspectors that visit it and not the pro- 
curement officers. 

Mr. Suetiey. Doesn't the procurement officer check with similar 
plants in the area ? 

Colonel Puiirrs. But they might check with inspectors in the 
area, too. 

Mr. Suetziey. Do they though? 

Colonel Purrprs. I still think they keep in contact with the inspec- 
tors out here. 

Colonel BenpixeNn. On almost every important negotiation that has 
come out in Boston, New York, Chicago, and Dallas in the last year 
they have asked me for the names of facilities that they could get in 
contact with in this area. 

Mr. McKrynon. You are acquainted with what the Santa Clara 
pooling arrangement has available? You have inspected those plants ? 

Colonel Benprxen. I do not know that our inspectors have been 
there yet, but we know of their organization. 

The Cuamman. Thank you, Mr. Coldwell. 

Mr. Cotpweti. There is one other thing I would like to bring up, 
firm contracts with near impossible delivery dates. I went over to see 
the Army Medical Division in Oakland, and they had an order over 
there that they gave me 48 hours to turn over to my members to place 
a bid on, and the bid was so urgent in their estimation that it would 
have to be placed by phone within 48 hours, confirmed by mail, and 
then you had 5 days to complete the contract which entailed around 
20,000 feet of lumber to be pre-cut and delivered to the Oakland Army 
Base and then assembled there with the labor of the pool member. I- 
do not think it was a possibility unless someone knew in advance that 
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the contract was coming up and was prepared for it. I was wonder- 
ing if there is such a thing exists that someone would know in ad- 
vance of all this rush that was going to be involved there. 

Mr. Muurer. When did this happen? 

Mr. Cotpwett. This happened a a week ago. 

Mr. Muvrer. Has the contract been let ¢ 

Mr. Cotpwetn. I didn’t check into it. In other words, it was so 
absurd that I didn’t bother following it up. 

Mr. Muurer. Did you tell that to the people that you were in con- 
tact with? 

Mr. Cotpwein. I turned it over to the member, and the member 
dealt directly with the procurement officer. We could not operate as 
a pool. Whenever I receive an invitation to bid, 1 turn it over to the 
logical member to bid on it, and I don’t know just what he did do on it. 
There were 48 hours to place the bid, 20,000 feet of lumber to be pre- 
cut and hauled to the Oakland Army Base, and men were to be sent up 
there to assemble the mattress crates. That was 400 mattress crates 
to be assembled. 

Mr. Muurer. They were going to ship out the mattresses to some 
distant point and they wanted them crated ¢ 

Mr. Cotpwetn. Yes, sir. I believe it would be impossible for any- 
one to bid on that without previously knowing that the bid was going 
to be placed in that manner. 

The Cuamman, It does seem unusual that they would accept bids 
by telephone. 

Mr. srepesonli eg To be later confirmed by mail. 

The Cuatrman. There could be many a leak on a telephoned bid. 

Mr. Cotpwetu. Yes, sir. 

The Caarmman. Thank you, Mr. Coldwell. We will look into that. 
Mr. Gilbert, of the Tri Counties Manufacturers Corp. 


STATEMENT OF PAUL F. GILBERT, PRESIDENT, TRI COUNTIES 
MANUFACTURERS CORP., SALINAS, CALIF. 


Mr. Gitserr. My name is Paul F. Gilbert, president, Tri Counties 
Manuracturers Corp., P. O. Box 1170, Salinas, Calif. My reason for 
being here is that I would like to see everything done that is possible 
to further the action toward approving pools and the manner in which 
they operate. Ours is not a complete pool at the present time. We 
are in the formulative stage. The other gentlemen who have testi- 
fied previously have past performance to rely upon in their remarks, 
and we do not have. Our problem in our area, I believe, is consider- 
ably different from some of the other areas mentioned, such as Fresno, 
Stockton, and San Jose. We have no large industry in our area, anc 
based on the 500-man-plant arrangement apparently, we have no 
industry. The largest plant we have in our area has 48 employees. 
At the present time our membership drive is under way, and we have 
53 signed-up small manufacturers, and we hope that the membership 
will reach close to 100. We have embodied in our pool three coun- 
ties—Santa Cruz, Monterey, and San Benito, 

Now, it might interest you to know that originally, that is, we have 
had testimony at a number of meetings where individuals have 
attempted to try to get war work, not so much from Government 
agencies as they would from large prime contractors. In almost all 
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cases we have been told that we are too small to be dealt with, and until 
the war program gets into the larger scale, about the only oore we 
have to get business will be after the prime contractors have dished it 
out to a few of the larger companies, and they, in turn, after their cu 
is filled and overflowed, we would be able to have some business. We 
have actually, or rather. in the early stages, several months ago it was 
suggested both by members of Navy and several large prime manu- 
facturers, one of the largest being Food Machinery Corp., one that 
has this tank program under way, that we form in a body so that we 
could do a job that eventually we would receive approval. It was 
known at the time they could not do business. So, we have gotten 
under way the movement to form into this group, which we have done, 
and we have been fortunate, indeed, in having Mr. Darwin Bryan and 
Mr. Tolan, who was previously connected with the Coordinated Manu- 
facturers of Northern California, who have directed us and done a 
splendid job. 

At the present time in our area, especially relative to the poo! and 
what we have accomplished to date it sums up to this: Individually, 
we have little chance to get business. Collectively, as it now stands 
today we stand im exactly the same position. There isn’t any chance 
for us to do business because of the fact that the clearance that we need 
for the pools, and incidentally, one of the items I haven’t heard men- 
tioned here since I have been at the meeting is one of the clauses of 
the Walsh-Healey Act. We need clearance on one of those points 
as well. 

The Cuarrman. Did you have it during the last war? 

Mr. Giinert. No; we did not. There was a war industry in our 
area, but it didn’t function satisfactorily because it was a privately 
promoted arrangement, and with the monetary deal set up as it was, it 
ran into a lot of difficulties. There was one war contract given to 
the pool in Monterey County at that time. TI believe that is the only 
one that operated in that area for submarine doors, but they were 
only 20 percent into the contract when the war ended. During the 
last war our area was very seriously hurt by people moving from the 
area leaving it, and, of course, being an agricultural area many of the 
agricultural workers left. We had instances that in the city of Sal- 
inis itself at the peak of the war there were 1,100 empty houses in 
Salinas. At the present time we are getting close to the point now 
where we will be running, we have the problem now very much as it 
was at the start of World War II. Only, we feel in our area, because 
we have no large area, we are feeling the effects of it more rapidly 
than some of these concerns who are in the other areas more thickly 
populated and those that grew during the last war and have been 
able to maintain a fairly large business. 

At the present time small! business in our area which includes cities 
like Santa Cruz, Watsonville, Montery and in San Benito County 
we have Hollister and as far south as King City, smal! businesses are 
now dropping by the wayside and especially such businesses involved 
with repair work and a lot of the small repair shops. When there is 
some repair work available from Mare Island, we could do a job for 
them. At the present time collectively through our pool we cannot 
do business. We would like to do it as soon as we can. We have an 
instance of one shop in Watsonville who in the past few years has 
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had seven employees, Today he is down to the owner only, and he 
will be forced out of business very shortly if he cannot receive some 
sort of additional help. In other words, the businessmen are willing 
to help themselves if we can get the help in getting the order or pro- 
curement. 

We have one machinery manufacturer, a small shop, only five em- 
ployees who has been making polishers for apples. We do have to 
polish apples. It is in Watsonville. At the present time his pro- 
duction schedule has been at the point of about seven or eight ma. 
chines a year, but it is important to him. It has been the main livli- 
hood. A recent ruling prohibits any manufacture of those machines. 
He is making his last machine right now. His only course right now 
is to supply parts and material for our packing plants in the area 
under regulation M—4 and this deal 97, order for maintenance, but it 
means that his business would be cut down terrifically. 

In our area we have big diversifications of industries, everything 
from boatbuilding. We even have stonecutters and diamond cutters. 
We have several specialties in the field of manufacturing very fine 
camera parts, and we have naturally the regular run steel fabricating 
plants and manufacturers of argricultural equipment. Incidentlly, 
they are feeling this very greatly. They are being caught on the 
material supplies, and when we talk about steel and = oy steel, I have 
been out in the field checking in the past 2 weeks, and I find that 
many of the shortages involved that are hurting are the component 
parts that a small manufacturer must buy from a large manufacturer, 
not what he manufactures himself but gears and shafting and things 
of that nature which I find today he is cut off from, but he might 
be able to get bar-stock steel. Roller chain, it is impossible to obtain 
any. 

The Cuarrman- Do you think when you get your pool approved— 
and I assume it will be approved—that you will then be in position 
in combination with the other pools to be able to do more for the 
businessmen you are representing here today ? 

Mr. Grizert. I do. 

The Cuatrman. In your opinion it is a matter of getting this poo! 
agreement acted on as quickly as possible ? 

Mr. Gupert. That’s right. 

The Cuatrman. Mr. Multer. 

Mr. Murer. I am wondering whether or not some of the small- 
business men that get orders discontinuing the items could not find 
another purpose for the item they are manufacturing. You men- 
tioned the apple polisher. There must be dozens of items that require 
»olishing. - New York recently General Thomas of the Air Force 
had an exhibit in which he had many of the prime contractors come 
in and subcontractors from all over the community, and I think the 
same thing might be done in all the communities throughout the 
country. They found there as a result of what they did the Bendix 
Co. was scouring the country to get somebody who could tie in wires, 
and as a result of that exhibit they found a man making fishing 
tackle who is now in the electronics business supplying a necessary 
item for Bendix Co, ’ 

I think there could be a cooperative exhibit here. Probably the 
services can arrange it. I am sure that General Thomas would make 
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available to them the same plan that he developed there, bringing in 
your prime contractors, bringing in the subcontractors and letting 
them see the various items that are going into these different things, 
and you will find a dozen different uses for things that you think 
you cannot use. 

Mr. Gitzert. That’s right. In the course of forming our pool many 
of the names of the individuals mentioned here at the hearing today 
from the Navy Department and Commander Wengrovius and Captain 
Wulff and also, as I said, Mr. Tolan and Mr. Bryan would help us 
in forming our pools, but another one that has been so helpful to us 
in trying to give us the proper information is Mr. Woodruff of the 
National Production Authority. 

You must realize that we haven’t known just where to turn, and 
we are trying to follow a course, so to speak, that will give us the 
best chance to continue and to stay in business. Most of the branches 
that we have talked to have been very favorable to the idea of pools, 
but nothing can be done. 

The CuHarmman. Mr. Gilbert, is this committee to assume on the 
basis of what you have just said, as far as the Government agencies 
are concerned and their representatives you have received from them 
the fullest cooperation ¢ 

Mr. Gipertr. That’s right. 

The Cuarrman. Mr. McKinnon. Mr. Hill. Mr. Shelley. The next 
witness is Mr. Car] Roth. 


STATEMENT OF R. A. JOHNSON, ELECTRIC PRODUCTS 
MANUFACTURER, MODESTO, CALIF. 


Mr. Jounson. Gentleman, I am not Mr. Roth. I am here in his 
place. My name is Mr. R. A. Johnson. I am an electric products 
manufacturer in Modesto and a member of the defense peal in Mo- 
desto. 

The Cuarmman. Proceed, Mr. Johnson. 

Mr. Jounson. I am a representative of 33 firms in the Modesto 
area who have formed a working pool under the title of “Modesto 
Defense Industries” for the 9s, om of securing war contracts to re- 
place the civilian work that has been lost to our community. 

The Cuarrman. What is the population of Modesto? 

Mr. Jounson. The population of Modesto is approximately 47,000 
people including the surrounding area. 

re CHAIRMAN. You have a 10 percent unemployment problem ¢ 

Mr. Jounson. That’s right. We are receiving no defense orders. 

Our small business is threatened with the laying off of men. 
The Cuarmman. Mr. Multer. Mr. McKinnon. Mr. Hill. Mr. Shel- 
ey. 
Mr. Suetiey. Just one thing: If I understand you correctly, at the 
present time there is surplus housing in the area. 

Mr. Jounson. That’s correct, sir. 

Mr. Suetiey. Has that increased over the last 5 or 6 months? 

Mr, Jonnson. Yes, it has. 

The Carman. Thank you, Mr. Johnson. Mr. Roy Seagraves. 
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STATEMENT OF ROY SEAGRAVES, INDUSTRIAL INFORMATION 
SERVICE, BURLINGAME, CALIF. 


Mr. Seacraves. My name is Roy W. Seagraves, and I have a pre- 
pared statement which I will read, and then would like to elaborate 
on it. Iam an attorney in Burlingame, Calif. 

If I understand correctly, the purpose of this hearing is to develop 
a basis or means for greater participation by the small producer in 
Government contracts or orders occasioned by the present emergency. 

My own efforts in this direction have been largely confined to San 
Mateo County and have consisted primarily in making available to 
the producers in this area the Consolidated Synopsis of Contract 
Award Information, both published by the United States Department 
of Commerce Field Service. 

In this connection, over the past 6 months certain points and con- 
ditions have manifested themselves which mitigate against the pro- 
curement of Government contracts by the small producer and which 
render difficult the securing of subcontracts from prime contractors. 

Some of these points and conditions are as follows: 

The limited time factor for submission of bids, in most cases. has 
prevented the small producer in this area from preparing and sub- 
mitting a bid. Since the bid forms must be, in most instances, pro- 
cured from an eastern source, and since these forms have, in many 
instances, arrived without specifications, there has been insufficient 
time remaining after the arrival of bid forms and the procurement 
of specifications for the west coast producer to submit a bid prior 
to the opening bid date. Instability of prices of the raw material 
required for filling these contracts, notably in the case of lumber, has, 
in a large measure, prevented the small producer from submitting 
a firm bid. 

Passing for the moment from the prime bidding field to the sub- 
contracting problem it should be pointed out that in recent weeks 
the published lists of contracts awarded have noticeably increased 
in volume, while the synopsis of procurement information lists have 
noticeably decreased in volume. These changes indicate a probable 
increase in negotiated contracts as contrasted with bid awards. 

Since the synopsis of contract award information is very limited in 
descriptive matter, it is somewhat difficult for the small producer to 
determine what prime contractors have been awarded contracts in 
which they might be able to participate through subcontracting. 
There appears to be at this time no feasible method for bringing the 
small producer in touch with the prime contractors. The former 
does not know what phase of the prime contract the latter desires 
to have produced by subcontractors; and the latter does not. know 
what the former is capable of producing as a subcontractor. 

Due to the great diversion of procurement offices, there appears to 
be a great deal of confusion and misinformation among the small 
producers, and a great need for one central clearing agency through 
which these small producers can obtain the desired information and 
through which the prime contractor and the subcontractor can be 
brought together. , 

It is recommended that there be established one central agency 
through which all Government procurement facilities shall function. 

It is further recommended that such an agency create a means for 
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registering the capabilities of all small producers who are interested 
in the procurement of either prime or subcontracts. It is further 
recommended that all prime contractors be required to make known 
to this agency what phase or phases of their prime contracts they de- 
sire to have cei wd, through subcontractors. 

It is believed that this clearing method will result in the elimination 
of much confusion and in the bringing together of both the procure- 
ment agencies and the prime contractors with the small producer who 
desires to either obtain prime contracts or to subcontract. 

Some 6 months ago the lists were beginning to be disseminated by 
the United States Department of Commerce field service on calls for 
bids and bids awarded. The chambers of commerce in the different 
areas were making this information available to the small producers, 
but in our particular area they did not choose to do so, so I did it myself. 
We haven't got a pool down there. We haven't started to form a pool, 
but I took it upon myself to make this information available to the 

producers down there that wanted it, under the name of the “Burlin- 
game Industrial Information Service.” There has been no charge for 
that service. It is there for them in the office if they want it. 

I represent at this particular time manufacturers of lumber prod- 
ucts, plastics, two machine shops, electronic service, and a manufac- 
turer of aluminum crutches who has a machine shop. 1 would like to 
point out certain conditions that have come to my attention during 
the past 6 months which might act against the obtaining of contracts, 
prime or subcontracts, by small manufacturers in our area. The first 
point I would like to raise is the time factor. I have heard the state- 
ments made about the bidders’ lists and suppliers’ lists previously. 
There is quite a bit of difference, as I understand it, between a bidders’ 
list and a suppliers’ list. The bidders’ list you can get on by merely 
asking that you name be placed on it and indicating the type of prod- 
ucts you are interested in bidding on. You have to send it to every 
procurement agency in the country that you are interested in receiving 
bids from. The only branch that coordinates its supplies of bids and 
specifications is ordnance and arsenals. If you find a bid on the 
United States Department of Commerce’s procurement information 
list in the East and you call Oakland and give them the bid number, 
they will supply you with the bid and usually the specilications. 

The other branches of the service do not do that. You have to send 
direct. to the field office from which this particular bid originates or 
eall for bids on the procurement list. We have experienced this difli- 
culty primarily on lumber products. You send for a bid; by the time 
you get the bid you have a very few days left to get your bid in. Usu- 
ally we don’t get the specifications with the bid. We have to hunt it 
out. We do not have time to send back East where most of the calls 
for bids originate for specifications. 

I had several bids for file folders. ‘They were based on a Govern- 
ment specification. We traced through the San Francisco office to 
try to get the specifications, and we finally located them, and they 
didn’t have one sample to give us to show us what type of file folder 
that we had to supply them with to fill this bid. We did not bid on 
them. 

The second problem we encountered outside of the time factor is 
supply. The paper stock supply is very limited. It is controlled in 
some way so you cannot get the raw materials. The small producer 
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in this area cannot bid, because he cannot assure himself of the raw 
materials necessary to fill the order within the time limited in the 
bid itself where he binds himself to fill the order within a specified 
number of days. He cannot do it; he doesn’t have the raw materials 
to do it with. 

I want to point out another thing: We bid on several box shooks 
contracts through Oakland. I know of one bid that went below cost, 
was below cost, and that bid was awarded to somebody who was follow- 
ing the practice that was followed during the last war to get your 
foot in the door when you would bid below the cost of the product, 
and that is where the supplier’s list comes in, to get on the supplier’s 
list. 

This lady was talking about supplier’s list used for negotiated bids. 
Some people bid below cost to get on the supplier’s list so when they 
come to the point of negotiated bids they will be contacted for a ne- 
gotiated bid, and they can make up their profit in that way and that 
they lost on another contract, and don’t think that it is not going on 
in this area. 

= Mo ter. Can you give us the names of companies that are do- 
ing that? 

r. Seacraves. I can find one bid in our office that went below the 
cost of Weyerhouser Lumber Co. 
“nen Motran. Will you furnish us the details, the name and details 
about it ¢ 

Mr. Seacraves. I didn’t bring it with me. 

The Cuarmman. Will you do that by tomorrow ? 

Mr. Seacraves. I will do my best. I will go to the office in the 
morning. 

The Cuamman. Send it in. Put it in the mail and send it special 
delivery. 

Mr. Seacraves. I will dig it out. There was the Valley Lumber 
Co. in San Jose, the gentleman that I represent was bidding, and we 
were second low on the bid, and our bid and the other fellow’s bid was 
below our cost by a substantial amount and below the cost of the 
other bids. 

The Cuatrman. With whom was the bid placed ? 

Mr. Seagraves. The Oakland Army Base. 

The Cuarmman. Do we have a representative from there? Could 
you answer that question ? 

Colonel O’De.ti. I cannot answer the question, because I am not 
familiar with it. 

Mr. Seacraves. I will give you the number of the contract. 

The Cuarrman. Will you send a report to this committee on it? 

Colonel O’De tt. I will. 

Mr. Mutrer. You will telephone the colonel so that he can check the 
contract ¢ 

Mr. Seagraves. As soon as I get through if I may have the address 
to contact you. 

I represent another manufacturer in our county that manufactures 
aluminum crutches. It isa new product. It hasn’t been on the mar- 
ket before, and he didn’t operate during the base period established by 
the Government. We have obviously got a hardship case here, a man 
who has built up a new patented item. This is an adjustable crutch 
that is fitted to suit any size man or weight without buying a whole 
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lot of crutches. You buy one crutch, and it is adjustable. There are 
only two kinds, men’s and children’s crutches. 1is man has started 
a new business. It is on a new patented item, and he has reached a 

int where he cannot fill his orders, and that is an item that affects the 

realth and welfare of the Nation, and I think it should be given special 

consideration. It is but one instance. 

The CuHarrman. Have you taken that up with any of the Govern- 
ment agencies ¢ 

Mr. Seacraves. I have had a request for a special priority that I 

yut in. 
wis Suetzey. It has been taken up with Congressmen Anderson and 
Shelley. 

Mr. Stieriia. Have you taken it up with NPA? 

Mr. Seacraves. I am writing a fallow sap letter as soon as I get the 
form. 

Mr. Mcurer. There is nothing for us to do, because you haven't been 
turned down by the Government agency. There is nothing wrong 
with that situation. It is a normal procedure that should be followed 
where we have emergency regulations that you should go to the agency 
that has jurisdiction and get permission to carry on. 

Mr. Seacraves. I intend to do that. Now, the next point I want to 
bring up is on subcontracting. Before I leave prime contracting I 
have certain recommendations that I want to make when I get through 
here, and the recommendation I want to make affects both. In sub- 
contracting there is no feasible plan at this time where the small man- 
ufacturer can be brought in touch with the prime contractor. He 
hasn’t got the money to go and call on these people: I have written 
literally hundreds of letters with a complete prospectus of the capa- 
bilities of these different individual producers, sent them to the prime 
contractor based on the list published by the Department of Commerce, 
and, by the way, that list doesn’t tell us much. We don’t know what 
they are going to subcontract or what phase of the operation they 
are going to do themselves. When we send them our prospectus of 
what we are capable of producing and are interested in producing 
they do not use it. 

ut of hundreds of letters I think I have received five acknowledge- 
ments of receiving the letter, stating that they have filed it with their 
Procurement Division and maybe we will hear from them. 

The Cuarrman. Have you written to your Congressman ? 

Mr. Seacraves. Ask Mr. Shelley. 

Mr. Suetiey. He has. 

Mr. Seacraves. I feel this: That it is necessary at this time to set 
up an agency with regional offices having as its primary function the 
bringing together of prime contractors and subcontractors in this way : 
That they should be given the opportunity to register with this agency 
their capabilities and the fact that they are available and ready to 
produce certain items and what their plant has at this time. 

Mr. Muurer. Will you then have the Government agency tell the 
prime contractor what subcontractor he should employ ? 

Mr. Seacraves. No. I want the Government agency to require the 
prime contractor to file a list of what items he is going to contract or 
subcontract. 

Mr. Mutter. That is done now. 
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Mr. Seacraves. Aren’t the prime contractors required to indicate 
that ¢ 

Colonel Pauuirrs. They do have information to the field officers on 
a lot of the subcontracting that is going to be done, not all of it. 

Mr. Mcurer. Don’t you require investigation of the subcontractor 
work? 

Colonel Putters. On certain items. 

Mr. Muvrer. Not all? 

Mr. Seacraves. There is no place where the small manufacturer 
can find out what items the prime contractor is interested in subcon- 
tracting. It would be an endless job for him to try to go through 
the various agencies and procurement offices to get these items. That 
should be centralized. 

Colonel Pumirrs. Through the Thomas plan which General Thomas 
carried out in the New York field office and which will be carried out 
in the Air Force field offices, whether it will be a one-time thing or a 
continuing activity will depend on the success of it throughout the 
United States, a plan is already under consideration to carry that on 
further. May I also clarify what I said about bidders list and sup- 
pliers list. What I meant to indicate was that each procurement office 
maintains one list, whether it is called a bidders list or suppliers list 
or something else. We generally refer to it as the suppliers list, be- 
cause a bidders list more or less indicates that it only refers to that 
type of bidder, but there is only one list in both procurement offices. 

Mr. Seacraves. Do you know whether or not in negotiating bids, 
whether a preference is given to people who have already filled or are 
filling a contract in negotiation of future contracts ¢ 

Colonel Putmirrs. I don’t think I quite understand. 

Mr. Suetiey. For past performance on a contract is priority given 
to them in getting a contract? 

Mr. Seacraves. If they have bid and gotten a contract, are they 
given any more consideration than somebody that hasn't had one at 
all? 

Colonel Purrers. I suggest that you ask the commander who is a 
procurement officer. 

Commander Wenerovivus. I would say that a current suppRer or a 
historical supplier is given no preference. IL will say this, however: 
That if we have a bidders list for a given item containing 30 names 
und we keep a record of people who submit bids, we make sure that 
we include at least those people who have submitted bids in the past 
in future procurements. 

Mr. Seacraves. Along with those who have received contracts. 

Commander Wenerovius. Because obviously, we have noted the 
extreme reluctance on the part of the suppliers to even acknowledge 
the receipt of invitations. 

Mr. Seacraves. It never happened in my office. 

Commander Wenérovivs. But it happens. 

Mr. Mutter. There is one exception to what the colonel and com- 
mander have referred to, and that. is this: Where a development con- 
tract has been let the person who has that development contract will 
probably be given preference when it comes to negotiating for the 
continued supply of that item until somebody else comes on the scene 
who says, “I can make that item for less money,” having in mind what 
the Government has already spent on the development of the item. 
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In other words, for me to come along and say, “I will produce that 
item for a penny apiece against the man who developed it at a cost 
to the Government of $150,000 you have got to take that into account. 
That person who has a development contract may get the preference 
when the Government comes along to negotiate a contract for addi- 
tional items of the same kind. Isn’t that true 

Commander Wencrovius. If you have reference to tooling charts 
and things like that, I would say he is given a crack at it, because it 
will result in the best deal for the Government. If 25 percent of the 
item can be given to tooling, it is spending money to duplicate. 

Mr. Seacraves. When I spoke of the entree or foot in the door | 
didn’t have in mind new items which required tooling. I was talking 
about box shooks specifically. 

Mr. Muurer. We would like to have the specific information or 
that item. 

Mr. Seacraves. That I will get you. I think I have covered the 
field pretty well. The thing that b think is most vital at this par- 
ticular time is the clearing agency for these bidders, not only on the 
subcontract basis but on a prime bid basis. 

The Chatman. Mr. Seagraves, it would seem to me that the an- 
swer, in large part. would ve met if the Congress would once again 
re-create the Smaller War Plants Corporation with its regional! offices. 

Mr. Seacraves. | would be inclined to go along with that. 

The Cuamman. Do you have any more questions to ask of the 
Government witnesses / 

Mr. Sracraves. | don't think so. 

The Cuamman. Mr. Multer. 

Mr. Murer. Just one thing: You referred to this bid for box 
shooks and the lack of specifications. Just what, if anything, if you 
reeall, did the Government bid call for when asking for box shooks / 

Mr. Seacraves. I used the term “box shooks” in a general way. 
This particular bid could have covered ammunition boxes. It was a 
box put together with serews, and there were definite drawings and 
plans for it. There have been a great number of those of different 
sizes, shapes, and some have hinges and some have the lid screwed on 
and so on. I have received most of them in the office, because we are 
very much interested in that item. We haven't gotten a bid yet. We 
haven't obtained one contract. 

Mr. Mvvrer. You haven't had the award of a contract ¢ 

Mr. Seacraves. No. We have bid on a number of items. There is 
one item which I neglected to mention, and that is the instability of 
irices on the raw materials which has affected our ability to bid on 
eed items. There has been an unstable market. We could not be 
sure without using too great a margin for error of being able to give 
a firm bid on lumber products, because there has been as much as a 10- 
percent fluctuation in a matter of days on the price of lumber, and, 
unless the price of lumber is stabilized—and I don’t know whether it 
has been or whether anything has been done; I haven't seen any OPS 
order on lumber as yet, and I have been getting them in the office— 
unless the price of lumber is stabilized, the opportunity for competi- 
tive bidding by the small producer is pretty limited, and that goes for 
other items too where the price of the raw material is unstable. 

Mr. Munrer. Once the price is stabilized and fixed there will be no 
need of competition. 
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_ Mr. Seacraves. There are lots of factors besides the cost of materia! 
in building. There is the know-how and the cost of producing the 
item after you get the raw material. 

The Cuarmman. Mr. McKinnon. 

Colonel O’Dexv. In hearing a further description of the box, that 
does not apply to the procurement of my office. 

Colonel Kaiser. | believe that might be in my office. 

THe Cuarrman. Mr. Seagraves will see that the material we re- 

uested will get to you. The next witness is Mr. J. A. Gallagher of 

the East Bay Industrial Pool. 


STATEMENT OF J. A. GALLAGHER, METALLURGICAL ENGINEER, 
EAST BAY INDUSTRIAL POOL, OAKLAND, CALIF. 


Mr. Gatiacuer. My name is James A. Gallagher. I happen to be 
a metallurgical engineer and have a small chamical plant in Oakland. 
Also, I represent a group of small operators in a proposed pool. As 
well as representing these smaller operators I have endeavored from 
time to time to pick up a little business on my own behalf through 
the different agencies who are buying these different items for the 
Government. 1 have noticed throughout the day that each and every 
one of you gentlemen have tried to pin down different people who 
have come before you with the idea of finding some transgression or 
some direct action, something that precludes the little fellow from 
getting any of this business. 

The Cuatrman. Mr. Gallagher, I would not agree with your use 
of the word “transgression.” What we are trying to do is find out 
what the questions are and the difficulties that confront you and other 
small-business men. There is no implication of wrongdoing but, 
if there is, we will be interested. I want to get that definition in your 
mind. 

Mr. Gatx.acuer. There has been a lot of wrongdoing, and I have 
the evidence of it right here. I might go back a few years and tel! 
you that during World War II I was called upon by the Chemica! 
Warfare Service to process magnesium for the manufacture of in. 
cendiary bombs. At that time they were throwing away some 50 or 
60 percent of the processing magnesium in that operation. In other 
words, they would make a bomb, and, if it was defective, it went on 
the scrap pile. ‘They found in time that they could not continue under 
that plan in the absence of sufficient magnesium for their operation-. 
I developed a method and a plan to recover that magnesium. By so 
doing I saved the Government many millions of dollars. 

I am saying this to give you a little background of myself and my 
operations. At the termination of the war I had to disband this plant, 
which was no small plant, by the way, and since then I have not had 
occasion to melt any magnesium. In the meantime, I have aske:| 
Chemical Warfare and different Government agencies if they coul| 
find a place for me in this magnesium or aluminum scheme of things. 
and for your information, except for the local office here of the Chem- 
cal Corps they haven't even answered my mail. That applies not only 
to the Chemical Corps, but it applies to many other agereies in the 
country, particularly in Washington. 

In the absence of receiving any replies to my correspondence and 
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he could not at least have my mail answered, and through his efforts 
I did get some answers. As far as Chemical Warfare 1s concerned, 
they directed me to write to some place in Dallas, I believe, in Texas, 
and incidentally, that was the end of that. Beyond that I have gotten 
no satisfaction whatsoever. 

In the meantime, in connection with the small pool of which I am 
a part I have tried to bid on business as I see it coming through these 
different agencies, and my experience has been none too good. Among 
other things I have a particular gripe toward the Engineers Corps. 
We went to their office ined in San Francisco and asked them whether 
or not they would not recognize either our small pool or recognize 
any one of the individuals in the pool. They told us that by the very 
nature of our work we would have to apply in Chicago. One of my 
partners has a brother in Chicago who went to the office of the Engi- 
neers Corps and interviewed a Mr. Dodson. Mr. Dodson told him at 
that time they were thinking very seriously of putting out orders or 
contracts on two-wheel trailers and if we would have our little pool 
surveyed by the San Francisco office, in all probability we could get 
some business. We went toa Mr. Walle in the San Francisco office and 
informed him, and he told us that he would look into it. Incidentally, 
he didn’t. 

In the meantime, Chicago advised us, if we were to send a person 
back there in person, they would still do business with us. We sent 
that man back, and after spending about a week there with no result 
we were told that they did have such a contract but that it had been 
let. I later read in one of these sheets that you get from the De- 
partment of Commerce where there had been a contract let for 1,000 
2-wheel trailers and at a price of $800. 

As an engineer | will tell you that it is a physical impossibility to 
put more than two or three hundred dollars in a two-wheel trailer. 
You can buy one for $175 at Sears, Roebuck. I will undertake for 
that $800 on a contract to gold plate the body of every trailer they 
will give me an order for. 

The Cuamman. Where would you get the gold? 

Mr. Gatiacuer. The gray market. We do get some answers from 
the Ordnance Department at the Oakland Army Base. I picked up 
a synopsis and learned that the Tank Corps in Detroit: was looking 
for certain items, and I was interested in a boom. They wanted 100 
tank booms. I understand that these booms are hitched to the tanks 
for hauling in tanks that are knocked out. I sent for the bid forms, 
but I did not get them. In the meantime, I contacted the Oakland 
office that told me they were out of bid forms, but they did have blue- 
prints. I got the blueprints, incidentally, a full arm load of them, 
and 90 percent of the blueprints were obsolete. They had been mis- 
placed by others of a more recent date. I finally got hold of the 
specifications, and I took them to a man who had an overage of hy- 
draulic tubing left over from the last war, and he said, “This hy- 
draulic tubing happens to be the exact size that is called for in the 
legs of the booms, and I will sell the tubing for 25 percent of what it 
cost me.” I said, “We will frame up a bid and make them buy these 
booms whether they like it or not.” And we submitted a bid on the 
basis of that contingency. 
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Then we didn’t have a form to fill out for the bid. So, I sent them 
a registered letter to the General Ordnance Tank Center, Detroit: 
GENTLEMEN : Reference is made to invitation 2776 covering 100 booms, frame 
assembly. 
That is how it is designated. You have to get your mind in reverse 
to find out what they want. 
In the absence of the proper invitation forms which were promised by your 


Gakland office but which did not arrive, may we submit the following bid on 
the above-specified items. Quantity required 100. Price $346. Delivery de te—- 


And so forth. 
We set the delivery date ahead so they could not back out on that. 


Then we heard from be That was February 24, and the bids were 
closed on February 27. We heard from them the 20th of March and 
they said: 

Reference is made to your letter so and so. This office is in position to con- 
sider the bid. 

You bet they were, because they could not get that price from anybody 
else. I had been in their hair on other matters, and I figured they 
thought they had better get along with me on this item. 

It is requested that you return two copies of the attached blank invitation for 
bid. Your attention is invited to the fact that your bid must agree in every 
respect to the letter bid you submitted. 

That has been submitted, and what will happen to it I don’t know. 

In the meantime, I have a little plant over here, a little chemical 
plant, so L proceeded to bother all of these agencies with reference to 
chemicals, So, in bothering the arsenal in New Jersey they say to 
themselves, “We will fix that boy.” So, they sent me a bid form for 
36,000,000 of antifreeze. I have got it right here. Now, giving me a 
bid form for $6,000,000 worth of antifreeze, that is beyond my com- 
prehension. 

Mr. Muurer. What quantity is that ? 

Mr. GatLacuer. 600,000 gallons. Se, I wrote to them and told them 
that I appreciate the offer and all that but as I am situated I just can't 
fill that kind of an order, but if they let me bid on a part of it, 1 would. 
So, they don’t answer that but, in the meantime, they throw out all 
the bids. They didn’t tell me the reason why, but I think I can tell 
you the reason why. The big fellows bid the same price all the way 
through. The little fellows overbid them feeling that they could not 
qualify as to processing and all that. So, the result was that they 
threw them all out. 

Some of these gentlemen mentioned about the banks, and T will tell 
you what they will do. They will do this: If you get a $100,000 
contract and you have got $40,000 cash in the bank, they will lend you 
$60,000 any day in the week, but beyond that I will advise any of these 
fellows to stay out of the banks. They write and ask me what I will 
do, so I suggest to them, if they will pay me so much a gallon, they 
buy the material, they buy the cans and containers because I cannot 
buy them—I can’t buy a steel drum in spite of what this gentleman 
said about steel. I don’t know Mr. Tobin, but I would like to see Mr. 
Tobin buy a hundred steel drums. I cannot buy cans or steel drums. 
So, 1 suggested to them that they buy these materials. They can do 
it, beeause they bought the magnesium and other materials that I 
processed for them during the war, and I don’t know why they could 
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not in this case buy this material for me. I could save them money 
for this reason: I would fill those drums for $4 or $4.25 apiece which 
is slightly over $2. I would have the drums here filled at the point of 
delivery. Much of this is to be delivered in Oakland, much is to be 
delivered in Washington. In fact, two-thirds of the entire quantity 
at this time is to be delivered to the Pacific coast. I haven't heard 
from that proposition. 

Mr. Murer. Do you have the original offer, the original request to 
bid on that by you, what you call the $6,000,000-bid or offer or request 
tobid? I would like to see it. 

The Cruarmman. Could you bring it tomorrow morning and go 
ahead with your testimony 4 

Mr. GatLaeuer. Yes, sir. This is only one or two instances. These 
gentlemen have been trying to tie down specific cases. I do not know 
of anything that could be more specific than what T have just outlined 
to you. I might say this: that throughout this whole scheme of things 
for every 10 letters that 1 write to these different agencies I don’t get 
i reply. Why I do not know. My special gripe is this: that they 
have taken away from us our ability to make a living. If they will 
set us back 1 year, they can have their contracts and business. I don’t 
want any of it, and I think I speak for others. They come into the 
field; they make it impossible to get materials. They make it im 
possible for us to deal with each other in our own ordinary way of 
doing business. They take from us the materials that we could be 
making and selling to each other. They have just cluttered the deal 
up as far as Tam concerned. I don’t know of any cure for it. Very 
often you might ask for a cure. I don’t know of any cure. 

I think this: I think that the wrong people are handling these 
things. 

Mr. Suetrey. Who would the right people be ¢ 

Mr. Gauiagurr. I don’t know. Here we are, we are in the midst 
of a buying spree of billions of dollars, and we call in some bright 
boy off the street who is the assemblyman’s cousin and give him a 
job to buy 2 or 3 months. 

Mr. Meurer. I don't think any of them have been called in off the 
street to do any buying. I think every one of them has had years of 
experience in the service of Government, your Government and mine. 
I don’t think any of them have been called in off the street. 

Mr. Gau.acuer. You asked me the question, and I answered it. If 
the Southern Pacific Railway or P. G. & E. do not hire people whom 
they do not know or who have no background in buying and spending 
for them, why should the Government? I will assure you they don't 
dothat. I don’t know why the Government should. 

Mr. Mcvrer. I will match these people in Government today with 
any men in big business, and most of them have been borrowed from 
big business, and that is the complaint that we are getting today, that 
big business is squeezing out the little fellow. 

Mr. Gatiacner. You took one man out of big business that isn't 
doing much of a job, and that is Wilson. 

Mr. Moucrer. Would you mind giving us the name of the company 
and the contract number on those two-wheel trailers 

Mr. Gau.acuer. | will bring the whole thing in tomorrow morning. 
If vou are interested in listening to any more of these, I have got quite 
a few of them on board. 

£6267—51—pt. 1-48 
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Mr. Mutrer. Suppose you list them all up for us, because we are 
very much interested in knowing anything that is going wrong in 
the procurement program and we will try to set it right if we can. 
We came here mainly to help small business. We are looking to see 
what your problems are, and the representatives of Government are 
here so that they can try to answer those questions too. What we are 
trying to do is engage in an all-out effort to get the most in the quickest 
possible time to save this democracy of ours. 

Mr. Gatiacuer. In the meantime, time is going on, and from day 
to day these small-business men are closing their doors. We are 
having a great fatality among small business now, greater than we 
have ever had in small business in this country. 

Mr. Mutter. We want to stop that fatality if we can. 

The Cuamman. Thank you, Mr. Gallagher. Mr. William T. 
Brown of the Central Cooperative, Inc., of Oakland. 


STATEMENT OF WILLIAM T. BROWN, PURCHASING AGENT, 
CENTRAL COOPERATIVE, INC., OAKLAND, CALIF. 


Mr. Brown. William T. Brown is my name, and I am purchasing 
agent for Central Cooperatives, which is a farmers’ cooperative 
supplying farm cooperatives in northern California with farm pro- 
duction supplies. Our problem is entirely different from the problems 
that have been outlined this afternoon that you have heard. We 
purchase steel products and aluminum products from the manufac- 
turers of these commodities, and under regulation M—6 we are sup- 
posed to receive a certain percentage of supplies this year which we 
purchased last year. Our purchasing activities did not start until 
1946. 

It seems that most of the mills are supplying those that they have 
supplied for many years and are not supplying people that have come 
into the picture in recent years. 

The CHamman. What you are saying is what a previous witness 
has stated to the effect that what these mills are supplying this year 
is based on allocations as far back as 1939, and you have just started 
in this process of buying this material a year or so ago. 

Mr. Racern, We started late 1945 and early 1946. 

The CHamman. Five or six years ago? 

Mr. Brown. Yes. During the first quarter of 1950 we bought 
43,600 pounds of barbed wire from California Wire, which is a sub- 
sidiary of Colorado Fuel & Iron. We haven’t been able, we weren't 
able to get a single pound of barbed wire from them for the first 
quarter of this year. We bought bale ties from Bethlehem Steel Co., 
and they refused to deliver bale ties to us this year. They say under 
M-6 they cannot do it, and this is putting many farm cooperatives and 
farmers in real jeopardy of eiduenne commodities this year. 

Last year these bale ties went to a small cooperative in Nevada which 
is in a small community east of Reno. There are not many farm 
supply stores there, and the cooperative had been in the habit of 
supplying the farmers in that area to bale the hay which is produced 
in the area. If we can’t get the bale ties for them, nobody else will 


have bale ties for farmers to bale the hay this year. The farmers there 
will be in a predicament. 
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The Cuamman. Could Mr. Tolan tell us at this time what effect the 
M-6 order has? 

Mr. Totan. That is Mr. Judge’s department. 

Mr. Juper. M-6 assures equitable adjustment of the products after 
the military are taken out for military orders. It operates to as- 
sure an equitable distribution based on the first 9 months in 1950 
by steel warehouses and other distributors of those products to the 
civil economy according to receipts. There is a little bit left after 
that. It has to be distributed by the steel people to the customers, 
many of whom are steel fabricators who have been buying from the 
mills. It is based on the historical pattern not going back of the 9 
months of 1950. 

The CHarrmman. What would be the means of relief for this gentle- 
man and his organization to get this material which is vitally needed 
in their business? 

Mr. Jupex. There are two methods. One is to document to us some 
of the information which would show what their past history of use 
has been and let us hand that to the proper industry division in Wash- 
ington to work in cooperation with the Department of Agriculture to 
see that the allotments that are available and are remaining be di- 
rected specifically to agricultural use. 

Mr. Huw. Mr. Chairman, I would like to ask this question: As a 
member of the Committee on Agriculture we just went through this 
not over a week ago. You are not the only company that cannot get 
bale ties or baler ties. No one can get it. I would say that none of 
my implement dealers are able to get bale ties at all. No one is getting 
them. 

What the gentleman just said about the allocation of this is true 
all right, but it is a fact in spite of the allocations the farm implement 
people are not getting any bale ties. They are not allocating any- 
thing for ties. We are not getting any bale ties. A representative 
of Colorado Fuel & Iron told us that they have made an agreement 
with the manufacturers of automatic baling machines to give them 
this continuous—it is a new type of continuous wire without regard 
to M-6, and they are not giving the warehouse jobbers, I believe we 
are classified as that, any baling wire, because it is going to John Deere 
and Minneapolis Moline and other manufacturers of continuous wire 
on the basis of the number of machines they have sold in their area, 
and that continuous wire is going to their distributors and not to the 
independent distributors that handle that. 

I ate lunch with a couple of International dealers, and they both 
told me the same story, that they can’t get a bale tie of any kind. The 
bale tie order they usually give to the International Co. just came 
back “Impossible to fill.” That has happened to two International 
dealers in a week, so I think they are going to be just where they are. 

The Cuairman. Could I ask Mr. Woodruff another question there? 
On the basis of what you said would there be any hope of giving some 
assistance to Mr. Brown if he takes the matter up with you and ex- 
plains the situation as he has to this committee this afternoon ? 

Mr. Wooprvurr. I think he could, or he could do it with our district 
manager up in Reno. 

Mr. Brown. I have taken it up with your Washington office, and 
they said they could do nothing. 
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Mr. Wooprvrr. I think there have been many instanees where an 
acute situation exists in an area where they have been able to get some 
relief. 

The Cuatrm. x. Mr. Brown, you know what to do. 

Mr. Brown. ‘The other commodity that we are having a tremendous 
difficulty with is aluminum. We formerly bought from Aluminum 
Co. of America. We have had a historical record of 5 years. It is 
used extensively in this area, because the lower temperature of the 
poultry houses—and it lowers the temperature of the poultry houses— 
makes for higher egg production. For some reason at least the smaller 
distributors of aluminum have not been able to get any out of the 
company, although I am relatively certain they have distributed alu- 
minum to other suppliers in other sections of the country. They are 
being squeezed out by Kaiser and others. I don’t know who we could 
turn to m this case. 

Mr. His. 1 would say, Mr. Burton, chairman of one of our com- 
mittees, has just had meetings on this very thing, aluminum, and he 
expected to come up with an answer about the scarcity of aluminum 
just as our Agricultural Committee wants to come up with an answer 
to bale ties. We have got a revolution in stacking hay. You would 
hot expect any person in California to know anything about stacking 
hay. In other words, the day of the old stacker and the hay crew is 
over, and we are cutting our hay with a mower and immediately 
throwing it into windrows and baling it out of the windrow. You 
tell me how you are going to bale that hay when you have no baling 
wire and when you have no more stacker crews. 

Mr. Brown. Most of our hay in the area where we sell bale ties, the 
hay is shipped out. 

Mr. Hut. Et is baled in the area ? 

Mr. Brown. It is baled and then it is shipped into the Los Angeles 
area to be fed to a good many million cows down there. 

Mr. Huw. Aluminum and baling wire are exactly alike. I would 
say this: I think we will hit on a plan to solve this, and I hope it is 
done before you lose your hay crop or you lose your aluminum business. 

Mr. Brown. The matter of aluminum use, as far as NPA is con- 
cerned, it has not been restricted, and according to the order as we 
read it we are supposed to get 65 percent of the quantity we got last 
vear, but we have gotten absolutely nothing. 

Mr. Suriiey. You have the approval to get it, but you can’t get it 
from the supplier ? 

Mr. Brown. That’s right. 

Mr. Hiri. I would say, if we don’t get a solution within the next 
few weeks, we will have another emergency in Washington. 

Mr. Brown. They don’t accept our orders. I call the aluminum 
company, and they say, “We hope we can take an order.” 

Mr. Hii. This committee is doing everything we can, and all we 
can do is make recommendations, and we are on the way of making 
the proper recommendations. 

Mr. Brown. I simply wanted to tell the committee in this area we 
are having a terrific time, and, if we don’t get the bale ties, it is going 
to be bad. ; 

Mr. Muurer. Under the MP-6 order it has been effective for 30 days. 
MP-7 is not keeping you from getting the aluminum ? 
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Mr. Brown. No, sir. It is just that the supplier won’t sell it to us. 

The Cuairman. Thank you, Mr. Brown. Mr. C. 5. Masterson. 

Mr. Suetzey. | understand we have someone here from the Alumi- 
num Co, 

The Cuairnman. We will be delighted to have them. 


STATEMENT OF PETER R. MAYER, PACIFIC METALS C0., 
SAN FRANCISCO, CALIF. 


Mr. Mayer. My name is Peter R. Mayer, Pacific Metals Co. Weare 
the Alcoa distributor. Actually, we are the distributor for the 
West of the Aleoa products, aluminum products. Whether you 
have a DO or not, actually, you are better off in buying without a DO 
because DO orders are taking 1 12 to 14 months. The last time that 
the allocations were worked out 25 percent of all aluminum went into 
stockpiling, and that was on Government order, and 25 percent was 
allocated to defense orders, DO's, and 50 percent went into private 
usage, which Congress back in November said “We can find a substi- 
tute for.” 

Of course, the funny part is most people use aluminum because it 
has been a substitute for everything else, and it is the cheapest way 
of doing things. Anyway, the mills, the distributor, Alcoa deals 
directly through a distributor or direct if you have a certain tonnage 
involved. So, on all people that have bought from Alcoa clirect 
they will have a quota set up from last year. Many of them have 
been getting their quota. 

The Cuatrman. Would you say there is any hope for Mr. Brown 
getting some aluminum this year / 

Mr. Mayer. I could not speak for a cooperative or a buyer direct 
from Aleoa, but I will speak from our own expericnees. We ware- 
house it in Los Angeles and Salt Lake and Arizona. Actually you 
are almost out of business if you are manufacturmg an aluminum 
item, because you can’t buy more than 200 or 300 or 400 pounds. The 
same with the gentleman making aluminum crutches. Whether he 
had approval to make them or not, if we don’t have the aluminum, 
it is practically an impossibility. 

Mr. Hitz, What is the cause of that all of a sudden ? 

Mr. Mayer. This is, of course, quoting Fortune magazine in Feb- 
ruary. 

Mr. Hitz. Do you believe Fortune magazine all the time? 

Mr. Mayer. Whenever I read it once a year. I think they hit the 
aluminum problem when they had to come up with a certain amount 
that had to be stockpiled. The trouble had been whenever we are 
winning a war we figure it is all over, we don’t have to do any more on 
defense. If we are losing, we have to stockpile, and my opinion is 
that they set an arbitrary figure in November, or it was the end of 
October, and they came out and said the aluminum would be restricted 
as of January or February. Then there was so much pressure the 
figure didn’t amount to too much. 

This was verified through our own investigations with Alcoa. So, 
they changed it. That order has been changed a number of times. 
I see the aluminum order has been delayed another month. That 
means just another month of worrying what you are going to do 
when the deadline comes, because there isn’t that much material float- 
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ing around. The answer is that evidently there has been a lot of 
buying back East for the Army, the Air Corps. Other people are 
using aluminum or planning on using it, and the big mills have defi- 
nitely earmarked it for them. I know one instance where there is a 
3,000,000-pound order for the’ Navy, and they were told to the 
aluminum in 30 days and they got it from three mills. That, of 


course, Was a requisite. 

Actually, rs in the aluminum business today without a DO 
even on the approved list is really going to be without aluminum. 

Mr. McKrynon. You said the Navy had an order of 3,000,000 tons ¢ 

Mr. Mayer. 3,000,000 pounds. It was a converting job of tankers. 

Mr. McKrxnon. Did they get immediate delivery, or was it stag- 

red ¢ 
or. Mayer. I cannot verify this. There have been other cases 
where aluminum buyers in the Services have been assured of getting 
immediate delivery. Those are things that I don’t think anybody has 
a a about, that is, if the Government thinks they have a prime 
need for it. 

Mr. McKinnon. I wonder if they get it in for a prime delivery 
and have it sitting on the dock. 

Commander Wencrovivs. I can answer that, because we bought it. 
It was delivered 25 percent each month, and it is being used on a pro- 
gram that is set for June. We have set up our production schedule 
to use 25 percent a month as we could get it. 

Mr. Mvurer. You are not stockpiling it ? 

Commander Wenerovivs. Weare fortunate to get it. 

Mr. Mayer. The answer to the other gentleman’s question, what are 
they doing, evidently they are using it in many cases that we don’t 
know about. Actually, all the distributors are in the same position 
as the user. 

Mr. Hitz. What are you trying to do to increase your production 
of aluminum? That isa question I have been asking, and it has never 
been answered. Are you actually doing anything to get a little more 
aluminum produced ¢ 

Mr. Mayer. You can complain, you can go to congressional hear- 
ings. 

Mr. Hitz. I want to know what is being done in the United States. 
I have been run around the bush enough. I don’t need any more of 
that. I am not blaming you a bit. Don’t start me off on a fox hunt. 

Mr. Mayer. That can be answered by someone in a higher echelon. 
; Mr. Hitt. Someone can answer it up at the top, and they aren’t 

oing it. 

Mr. Mayer. I always thought it was a Congressman. 

Mr. Hirx. You can blame a lot of things on the Congressmen, but 
that won’t stick. 

Mr. Mutrer. I understand you are warehousing aluminum through- 
out this territory ? 

Mr. Mayer. Yes. 

Be nice a How much aluminum have you got in your warehouse 
today ¢ 

Mr. Mayer. I can’t give you poundage, but if we have 25 percent, 
well, let’s say 35 percent of what we had a year ago, that would be a 
good estimate. 


Mr. Mvtrer. Are you filling the orders as they come in? 
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Mr. Mayer. We fill the orders with what we have, but what the 
people are doing actually, I have a good number of small businesses 
on my direct account, and what they are doing, I can say they are 
just not taking the jobs. 

Mr. Muurer. Your accounts are not taking the jobs, and, therefore 
they are not ordering the material from you ? 

Mr. Mayer. They try. A thing has happened where prior to this 
everybody would bid on a job, a sheet metal job, would bid on a big 
construction song They would not worry. They would call two or 
three places for prices. But today the custom is to find, pin a dis- 
tributor down: “Will you have nickel, steel, or aluminum if we take 
the job?” You can generally say “No” if they amount to any tonnage 
at all, so, they are not building. 

Mr. Murer. How do you allocate the orders you get? 

Mr. Mayer. I don’t think I should speak officially for the company, 
but I will say we are allocating, as we get every call that comes in, 
we handle the account. Some people here in the audience are cus- 
tomers of ours, and beyond calling they come down, and they make 
sure when they need aluminum. It is the same people that came here 
today. Some people had enough interest to let you know how they 
feel. They are getting their opinions aired. The same way in buy- 
ing, a purchasing agent has to do more than ordinarily. He has to 
keep track of every angle. Any place he can find metal he gets it. 
It is a hardship for a salesman to sell metal or passify the customer. 

On allocation we can’t very well keep a large auditing system and 
find out who was in business 5 years ago. A big mill can do that easier 
because they are not going to get carload lots in the area, but they 
will have maybe 50 people, and a new name will be noticeable, but 
with a distributor where you have 2,000 or 5,000 customers and you 
have new men you sell over the board. 

Mr. Muurer. Are you policing the trade so they don’t hoard any of 
the aluminum ? 

Mr. Mayer. We are supposed to, but everybody reads these orders, 
and they believe what they can, and they feel they are doing right. 

Mr. McKrwywon. I understand this order coming up in the next 30 
days is a percentage reduction order, is it not? 

Mr. Mayer. Yes. 

Mr. McKinnon. When this percentage goes into effect, judging it 
from your experience in supplying the small user can the small user 
take the came percentage cut and stay in business that the larger user 
can take? 

Mr. Mayer. First of all, I think we are answering a question that 
is not going to materialize, because whether there is 60 percent or 70 
percent most of the people are getting 30 percent or 40 percent, so 
whether the ruling says 50 or 60, in a way it is theoretical. 

Mr. McKrywon. How do you account for the difference between 
actual practice and theory ? 

Mr. Mayer. I think the rules and regulations have been set up, and 
there isn’t enough material. The changes have been a bit confusing. 

Mr. McKiynon. How much have you been getting cut down by 
your producer ? 

Mr. Mayer. We have been cut down, at least we have been cut down 
a long time before this ruling since last October, to about 60 percent. 
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Mr. McKinnon. You are getting 60 percent compared to what you 
got last year ¢ 

Mr. Mayer. Yes. 

Mr. McKinnon. Are you allocating to your customers? 

Mr. Mayer. In some instances Hay bo correlated their jobs that 
are DO. Many DO jobs are filled from the warehouse. 

Mr. McKinnon. You mean your warehouse has allocated the sup- 
ply’ Your DO orders are filled from the warehouse which has been 
stored from prior production ? 

Mr. Mayer. No. 

Mr. McKinnon. You are filling your DO orders from where? 

Mr. Mayer. Our warehouses. 

Mr. McKinnon. That supply is replaced from week to week or 
month to month? 

Mr. Mayer. That’s right. 

Mr. McKinnon. When the DO orders come in they get first priority, 
don’t they ¢ 

Mr. Mayer, Not necessarily, because there has been no mechanism 
set up to regulate that. 

Mr. McKinnon. You are taking care of your own rationing prob- 
lems yourself and you allocate to your own customers. 

Mr. Mayer, Not to our own customers but to the public. 

Mr. McKinnon. Don’t you give a customer of last year more pro- 
tection than a new customer this year? 

Mr. Mayer. Every salesman has a right to sell material. Some of 
them have been in other businesses, and they come in and they are 
going to sell, and it is impossible to have a staff of men to audit. 

Mr. McKinnon. How about the problem of this man before you? 
If he has been buying stuff last year, baling ties and aluminum, and 
he comes back and places his order this year and you don’t fill his 
order and you sell to someone off the street, because you have a sales- 
man, that is, is that fair? 

Mr. Mayer. It is not that simple. When you have distributors 
with 10 men on the phone taking orders from everybody, you have 
got to treat everybody alike. Now, when the regulation comes out, 
many regulations say you can only use 60 percent and 70 percent. Mr. 
Wilson's office presumes every distributor is going to set up a force of 
50 men to set up a quota for everybody and check it. I don’t think so. 

Mr. McKinnon. That was done in the last war. 

Mr. Myer. If the manufacturer calls, first of all, it is going to be 
his problem to only produce 60 percent or 70 percent or whatever his 
allocation is. ‘The only way you can check that is to have Government 
auditors checking his invoices and material. You can’t have the dis- 
tributors doing it. 

Mr. McKinnon. Don’t you think the distributors owe your former 
customers a certain responsibility to get a delivery on what they his- 
torically purchase? ‘ 

Mr. Mayer. They do as well as they can. 

Mr. McKinnon. They don’t take many pains on it. 

Mr. Mayer. It is physically impossible to do that 100 percent. 

The Cuamman. Thank you, Mr. Mayer. Mr. Masterson isn’t here, 
and the next one is Mr. Roy W. Beaumont of the Beaumont Furnace 
& Sheet Metal Corp. 
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STATEMENT OF ROY W. BEAUMONT, VICE PRESIDENT, BEAUMONT 
FURNACE & SHEET METAL CORP., SAN FRANCISCO, CALIF. 


Mr. Beaumont. I am Roy Beaumont, Beaumont Furnace & Sheet 
Metal Corp., vice president, located at 1433 Van Dyke Avenue, San 
Francisco. Approximately last June the 19th we were fortunate bid- 
ders on one particular job for the Penn Yan housing project. That is 
a federally financed low-cost-housing unit. Around the same time 
we also were fortunate bidders in the San Mateo Union High School. 
All of these projects were to use copper. We placed orders with one 
mill at that time for 19,000 pounds of copper. The mill accepted the 
order, I believe, around August 12. It took that long to negotiate, 
and finally, we were able to get a mill to accept the order. 

Two weeks later the mill returned the order with a rejection slip. 
They were unable to fill the bill. We tried nearly every mill in the 
country, and finally in November or October—I forget the exact 
dates—one mill accepted the order, and we were notified that we could 
expect delivery in approximately 120 days. Well, all of the projects 
were long-drawn-out affairs, and it was perfectly all right to take 
120 days. 

Shortly thereafter the M-12 regulation was written. It was written 
in a very inequitable manner. The gentleman responsible for it had 
to have some basis on which to regulate the usage of copper, but in 
the contracting business materials are purchased when jobs are sold 
and not prior to that. We actually at times used considerable quan- 
tities of stainless steel, copper, galvanized iron which all depended on 
the contracts sold, and under the basis that these restraining orders 
are written, no consideration is given to the fact that the contractors 
do not use the same amount of materials each quarter of the year, but 
actually purchase materials according to sales made, and the regula- 
tion both on copper and on aluminum has been based on purchases 
made or inventories kept during the first quarter of 1950. 

Well, it just so happens that our company used the total of 1,500 
pounds of copper for the first 6 months, which is the first two quarters 
of 1950, and that placed us in a very bad position, because under the 
regulation it would take us some 10 years to fill the requirements for 
these contracts we hold. 

The CHatrman. How much did you use in the first 6 months of 
1949? 

Mr. Beaumont. Some ten or twelve thousand dollars worth. 

Mr. CuHarrman. Translate that into pounds, 

Mr. Beaumont. Those contracts were actually for the Government, 
and the totals included the labor to fabricate and to install copper 
gutters in the Presidio in San Francisco and in the Letterman General 
Hospital area. 

The Cuamman. If you reduced that to pounds, that would come 
to less peteege in 1949 than the first 6 months of 1950? 

Mr. Braumonr. Definitely no. There was, I would say, possibly 
some 10,000 pounds of copper used on the projects in the first 6 months 
of 1949. However, I did write letters to the NPA in Washington and 
informed them of the fact that we used considerably greater quantities 
in 1949. We followed those letters with a continuation of the same 
backed up with letters from the Housing Authority of San Francisco 
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and the Federal Public Housing Authority. Finally, the San Fran- 
cisco Housing Authority sent a telegram trying to expedite some sort 
of a reply so that we will know what foot to step forward with, whether 
or not the Housing Authority has to use galvanized iron or use copper. 
To date we haven’t had an answer. e did receive a rejection in 
December, December 26 for a Christmas present, and we were notified 
that it definitely could not change our status on copper, but we have 
been trying to change their mind since, and we cannot get an answer 
out of them. The Housing Authority is definitely set to get copper 
for flashings. It is a permanent construction, concrete and steel, and 
it is figured to last a 50-year period, and if they put on galvanized 
iron, it definitely will not last. 

What I would like to do, if it is possible, is to have the basic restrain- 
ing orders changed so that everybody is affected in the same manner. 
There are certain people that have purchased copper that use nothing 
but copper, and they are cut down percentagewise on the basis of what 
they used in 1950. It will probably cut down their total business 
20 percent, if the average is cut back to 80 percent of what they had 
used in the first quarter or first 6 months of 1950. 

Placed on the same footing it would wipe contractors such as our- 
selves out of the copper business entirely. at is not really equitable. 

Mr. Mouurer. It would not put you out of business. You could 
still use galvanized iron. 

Mr. Beaumont. We can only use it where it is permissible. We 
had one contract for flashings on the Aloha School, and we notified the 
contractor, Mr. Joseph Barnes, in order to live up to the Federal 
Regulation M-12 that we could not supply copper, and he notified 
us that he would have to go elsewhere to get the copper, and he gave 
us a written notification of the fact that the contract was canceled 
as of now. 

Mr. Mourer. Did he get the copper from someone else ? 

Mr. Beaumont. All he had to do was go to someone else that was 
using this grade of copper for the first 6 months of 1950. It is not the 
intention of the Federal Government to take business out of the hands 
of one corporation or company or partnership and place it in the 
hands of another. When we bid jobs it costs us money to bid them. 
Sometimes we work 2 or 3 weeks to figure a contract wp, and that 
naturally runs us considerable expense, and to have to just wipe that 
out after we are fortunate bidders seems to me to be very far less 
than fair. 

Mr. Mvutrer. Is your housing contract a fixed price contract? 

Mr. Beaumont. Definitely, and, in the meantime, allow me to tell 
you, sir, when we originally placed our order for copper it was based 
on 39 or 40 cents a pound, and today if we buy it out of the local stock 
it costs us 69 or 70 cents, and we can’t get any extras from the Federal 
Government on it. On account of the set-up we now have we are 


forced to pay a higher price where as and if they give us approval. 

The Cuamman. What are you paying for copper? 

Mr. Beaumont. We are not buying it. 

The Cuamman. If you were allowed to buy. 

Mr. Bravumonr. 60 or 65 cents a pound out of the local warehou 
whereas, it was bid on the basis of 49 or 50 cents, but it was mill pticed 
during June of 1950, 
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The Cuamman, There is no ceiling on copper at this time. 

_ Mr. Beaumont. The way the mills are working the deal so that the 
jobbers and everyone can get a share and make a profit, the mills shi 
to the poutine, the jobbers, in turn, allocate a maximum of 500 seals 
ere order which places you in the highest possible purchasing bracket. 

t is the same way in steel and in practically all materials. In steel, 
if you purchase 1,500 pounds, the price runs somewhere around 12 
cents, whereas, if you buy in poh ws it costs you $5.65 or $5.75 base. 
It doubles your cost to buy in small quantities. 

Mr. Motrer. Have you asked the Housing Authority to permit you 
to use galvanized iron instead of copper ? 

Mr. Braumonr. Yes, and until the Housing Authority receives word 
that the restraining order had been alleviated to some extent, they 
were willing to allow us to install galvanized iron, but when it was put 
in the newspapers that the copper ban had been lifted to a considerable 
extent and gutters and such things could be installed and flashings 
could be installed they turned around and said, “That being the case 
we have got to have copper.” The restraining order had only been 
lifted on its face, but the actual value remained the same. It works 
back on an inventory basis or usage basis of what was used the first 6 
months of 1950. 

Mr. McKinnon. Mr. Beaumont, I do not know whether I under- 
stand correctly what you recommend. You recommend that on these 
allocation orders that the allocation be given upon a broader base, a 
longer history. 

Mr. Beaumont. I would think so. 

Mr. McKinnon. Or do you recommend that allocations be elimi- 
nated and whoever gets the order gets the job? 

Mr. Breaumonr. It seems to me if the materials are going to be 
permitted to be used, rather than to permit a favored few to do all 
the work it should be based on a priority system similar to that which 
went on during the war that a certain job would bear a priority that 
would enable us to purchase the materials to do it. That would elim- 
inate this other tomfoolery altogether that would restrain one and 
make it permissible for another to purchase the same material. 

Mr. Mane. That would allow a new firm to go in competition 
with an old firm ¢ 

Mr. Beaumonr. Definitely, and while we are under a free govern- 
ment there is no reason why new business should not go into effect. 
We have been in business for 25 years. I favor competition, because 
competition helps business. It doesn’t hurt it. 

Mr. McKinnon. Of course, you would have your Government con- 
trols based upon the job, wouldn’t you ? 

Mr. Beaumont. If the job does not warrant the use of nonferrous 
metals, the Government would not give it a priority rating that would 
enable it to purchase the metals. 

Mr. McKrynon. Each job would have to go to the NPA office and 
get a priority. 

Mr. Beaumont. Before they would let the jobs they would have a 
priority rating the same as they did during the war, and that would 
enable them. to purchase materials in quantity by bunching their 
priorities together too. At present they won’t accept galvanized iron 
orders, because they are not able to replace the galvanizing, the zinc, 
and so on without having DO’s to replace that. 
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Mr. MoKrxynon. I wonder if that would not operate to the detri- 
ment of the small contractor and in favor completely of the large con- 
tractor. Here comes a man that picks up small ret but in picking 
up the small jobs he is buying in smaller quantities at a higher rate. 

Mr. Beaumont. You automatically have that happen anyway. If 
the quantity is a minimum of 500 pounds and the purchaser is so small 
that he just buys in a few bundles of material at a time his price, I 
say, is automatically higher, because he has to pay the delivery and 
higher basic rate. 

Mr. MeKrynon. Is there much of a spread there as there will be 
under the M-12 order now between the small purchaser and the large 
purchaser ¢ 

Mr. Beaumont. A person buying, we will say, one bundle of iron 
of a base gage, that is, 24-gage iron would be paying the highest pos- 
sible rate, and it wouid cost them somewhere around 15 cents a pound. 

Mr. McKrnwon. That is today? 

Mr. Beaumont. That is today, and a person buying in carload lots 
would buy the same material for around $5.65. 

Mr. McKinnon. One-third less. How would that spread compare, 
sav back in 1947 or 1948? 

Mr. Beaumont. Well, the iron has increased over the intervening 
time, I believe, twice. I do not remember exactly the increased cost 
per pound, but I do not believe it was over 75 cents a hundred pounds 
which is three-fourths of a cent a pound at each raise. 

Mr. McKinnon. Do you remember in 1947 or 1948 what a bundle 
of iron sold for per pound ? 

Mr. Beaumenr. I would say at that time in purchasing from ware- 
house stock we were figuring in our estimates a basic cost of around 
8 or 814 cents, and today we are figuring 1134. 

Mr. McKinnon. I want to know what a bundle sold for in round 
figures, if you know. 

Mr. Beaumont. We never have purchased in single-bundle quanti- 
ties in marfy, many vears. 

Mr. McKinnon. I am not asking about you, but you said a moment 
ago 15 cents a pound on a bundle. 

Mr. Beaumont. I would judge it was around 12 cents a pound, 
about a 25 percent increase. 

Mr. peo onrow. What about the ton price or the carload price? 

Mr. Beaumont. In carloads I don’t know what it was in 1947, 
but in 1940 it was around 414 cents. 

Mr. McKinnon. Of course, you are getting in different periods of 
comparison. 

Mr. Beaumont. The reason I don’t know, we haven’t been fortunate 
enough to get the mills to accept carload orders at this time. We sre 
buving out of the warehouse. 

Mr. McKinnon. Has the spread widened between the carload pur- 
chase and the other method ? 

Mr. Beaumont. I would say it is in the same percentage. 

Mr. McKrynoy. In the same proportion ? 

Mr. Beaumont. Yes. 

The Cuamman. Thank you, Mr. Beaumont. Mr. ©. H. Fisher of 
the Union Diesel Engineering Co. Is Mr. Fisher in the room? Mr. 
FE. Rather, Arro Co., San Jose, Calif. 
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I have been requested and I would like the committee’s attention to 
have the record show that Richard Oddie, of the Bank of America, 
will appear tomorrow instead of today. 

I would also like to insert in the record at this point, with the per- 
mission of the committee, a statement handed to me by a Mr. Dewey 
Anderson who intended to be here relative to small business in Cali- 
fornia. Is there objection? The Chair hears none. So ordered. 


STATEMENT OF DEWEY ANDERSON, Director, PuspLic Arrairs INSTITUTE, 
SAN FRANCISCO, CALIF. 


Gentlemen of the committee, I ask permission to testify on the need for imme- 
diate action by the Congress and the administration to include small and in- 
dependent business in the defense effort, and to give those enterprises which 
cannot be provided Government business such help as will enable them to sur- 
vive and to continue their important role in our free private enterprise system. 

To this end I have developed a seven-point program for action. It is the 
result of many years’ experience with the problems of small business, first as 
the executive director of the TNEC—the monopoly investigation of the Congress 
—and later during World War II as the director of the activities o fthe com- 
panion committee to this honorable body, the Senate Small Business Commitiee. 

I am a life-long Californian. My father was for many years an independent 
small manufacturer in this State. I have served my State as a member of the 
legislature and in state office. I own ranch property and a home here. My 
future and that of my children is bound up with the economic life of this great 
Golden State. The problems now confronting its independent and small business 
community are in no small degree my problems and those of every citizen of 
the State. That is why I seek to formulate the basic elements in a program 
for action that will save small business, and enable it to contribute its share to 
the defense effort and to the welfare of the people of California. 

The Nation’s economic well-being depends to a great extent on the success of 
small, independent, locally owned enterprises—those with less than 500 eim- 
ployees. Most small businesses have fewer than 100 employees, although the gen- 
erally accepted dividing line between big and small enterprise is 500 workers. 
Ninety-five percent of America’s 3,670,000 business enterprises are classed as 
small business. The remaining 5 percent include the so-called giants—the big 
corporations with their great resources, high-paid executives, and tremendous 
economic power. Sixty-five percent, or two out of three, of all gainfully em- 
ployed persons work for small independent business. 

Today the small-business men, particularly the small manufacturers, are faced 
with a real crisis. Many of them may have to close their doors within a few 
weeks or montlis. 

Their biggest problem is materials. Materials are the lifeblood of produc- 
tion. But many smal! businesses simply can't get them. Naturally, when vou 
go into a big program of military production, the manufacture of some civilian 
goods has to be cut down. This hurts many small manufacturers and fabrica- 
tors, and unless they can get military contracts or subcontracts they are ruined. 
Even when they get military orders they have difficulty obtaining materials 
unless they pay premium prices on the so-called gray market. For example, 
one Los Angeles group, the Truck Body Builders Association, recently wrote 
one of California’s Senators: 

“How can we get immediate action on the steel shortage? Our regular sources 
of supply cannot furnish it at any price; but people we never heard of before 
are calling us up offering plenty of light steel sheets at prices running 214 to 3 
times the price we have been paying, and on which we have figured our jobs. 
* * * We want some immediate action or we will be closed down for lack 
of raw materials; as will all other industries. 

On the other hand, big business dves all right in a mobilization program. 
Searcities play right into their hands. Producers of materials sell to their big 
customers first. Furthermore, many big businesses own subsidiaries which 
supply them. Government procurement officials, particularly so at the present 
time, tend to turn first to large, established firms for needed products. The big 
firms are the only ones equipped to turn out the heavy stuff; they have greater 
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access to capital; they can afford to keep representatives in Washington and 
therefore are more “hep” to the procedure of getting Government contracts. 

The little fellow is the first to be cut off when goods and materials get scarce. 
He is unable to | cep a very large inventory, nor can he turn to new sources of 
supply. He doesn't have the research labs to develop substitute products. His 
capital is limited and he doesn't find it easy to borrow. He can’t pay an agent 
to represent him in Washington. And the drafting of workers into the Armed 
Forces hurts him much more than it does big buinsess. 

Your committee is going to hear many justified complaints from California 
small-business men. You will hear that small business finds it almost impos- 
sible to get supplies of aluminum, copper, steel, plastics, and paper, among other 
things. There will be complaints that California business men have difficulty 
finding out how to get into defense production. 

Generally, these complaints are typical of the country as a whole. Unless 
we act quickly to remove the causes, we may undergo a repetition of what 
happened in World War II, when the economic casuality list was made up 
almost entirely of small enterprises. In the first 2 years of the war, 16 out of 
every 100 small-business men were forced out of business. This was because 
most of the war contracts went to big business. From 1940 through 1944, the 
100 largest corporations got 60.6 of all prime contracts. Over half of these con- 
tracts went to the top 33 compaines. Some indication that we may be repeat- 
ing this pattern is given in a report of the Munitions Board covering the fiscal 
year 1950. The Departments of the Army, Navy, and Air Force reported pur- 
chases totaling $5.4 billion for supplies, services, and construction in the United 
States in that year. Direct purchases from small companies amounted to $1.3 
billion, or about 25 percent of the total. Allocation and limitation orders have 
in effect signed the death warrant for thousands of small firms using steel, 
copper, aluminum, brass, zinc, nickel, rubber, and other materials. 

Now, it doesn’t have to be this way. We went through all this less than 10 
years ago. Out of our experience then we should be able to chart a proper course 
now. The plain fact is that the Government does not have a working plan 
which is based on the belief that independent business organizations are a rich 
asset to this Nation both in war and peace. Nor has Congress passed the proper 
laws for this purpose. Yet our experience in World War II developed a workable 
plan of operations. What we need now, and immediately, is to pick up where 
we left off in 1945, improve the machinery where possible, and save the vast 
resources of organization, skilled manpower, able management, and accumulated 
capital that rest in these thousands of small businesses. 

Here is what I propose : 

1. We finally came to a realization in World War II that there could be no 
adequate planning without a controlled materials plan. We need one now. 
This plan must take into account, on a national basis and with due regard for 
the relative importance of end products, both our essential civilian and military 
needs. We are told that such a plan is in prospect but won't be set up before 
July 1. We need it now, to make sure that defense and stockpiling needs are 
met and the remaining material is reserved for essential civilian purposes. 

2. There must be extraordinary financial action to save small factories for 
future use. We need legislation authorizing Government loans of the “disaster” 
variety, with little or no interest, to be paid back after the firm has received 
defense orders and is contributing to the defense effort. This would be strictiy 
emergency legislation. 

3. We need something like the Smaller War Plants Corporation of World War 
II to coordinate and direct the effort to keep small business alive and its produc- 
tive facilities at work. This agency was backed by strong legislation and headed 
by a good fighter, former Congressman Maury Maverick of Texas. It was able 
to demand the right of priority on contracts and participation as a subcontractor 
for competent small business on Government work. Another one should be 
established at once. 

4. There must be immediate expansion of plant capacity for the production 
of essential materials. America can have both guns and butter if industry and 
Government will raise their sights and aim for greater plant capacity. The tax 
laws are very generous to big business in this respect right now; more emphasis 
should be given to Government loans for smaller, independent firms, This will 
not only help the defense effort, it will help prevent the great concentration of 
economic power that holds nothing but danger for the American way of life. 
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5. There should be a “pooling” program to increase the opportunities of small 
companies to participate on a group basis in contracts which would be too large 
for single small firms to handle. Already several California groups have formed 
such pools—Sacramento War Industries, Inc., Central California War Industries, 
Inc., of Fresno, and Defense Industries, Inc., of Modesto, for example. Their 
facilities include foundries, and such shops as machine, woodworking, pattern 
sheet-metal, forge, welding, electrical, structural steel and plate fabrication. 
They should be encouraged and allowed to put their pooled facilities into Govern- 
ment service. 

6. There must be a conscious effort on all levels of the Federal Government 
te involve small business in the defense efforts to the limit of its ability. The big- 
business hirelings in the production and procurement agencies must be educated 
to their responsibilities to small business. Big contractors should be forced to 
use small companies as subcontractors wherever possible. Governmental industry 
advisory committees must have small-business representation on them. 

7. All Government agencies involved in the defense program must be encour- 
aged to make fuller use of public-information media to eliminate as much of the 
confusion about getting defense contracts that is traceable to lack of information. 

I believe this program would do much to help save small business from ex- 
tinction and help the defense effort immeasurably. Small business is local busi- 
ness, on the main streets and back streets of thousands of towns scattered over 
the country. Here is the seedbed of American free enterprise, the genius of 
American business growth and prosperity, the hope of our economic way of life. 

What happens to independent business in no small measure determines what 
the fate of our economic system will be. Small business should be of very real 
concern to all people having anything to do with the current preparedness 
program. For small business, and what it represents, is part of what we are 
preparing to defend. 

I urge immediate Government action to keep small business from becoming 
what I have heard bitterly described as “Exhibit A in the Museum of Mismanaged 
Mobilization.” 


The Cuamman. I have a request to call on the Maryland and Hunt- 
ers Point as to how much work they plan to or expect to farm out. 
Will someone speak to that from this particular group ‘ 

Mr. Gotpennerc. My name is C. N. Goldenberg, industrial engi- 


neer. Will you repeat the question, sir? 
The Cuarmman. How much work you plan or expect to farm out. 
Mr. Gotpensera. | can give you a figure of what we have presently 
planned, but how jong it is good for I don’t know. 
r. 


The CHatrman. Mr. Goldenberg, suppose you give us a general 
statement today and the details tomorrow. 

Mr. Gotpenserc. May I give you the details today, sir? 

The Cuatrman. I thought you said you could not do it. 

Mr. Gotpenserc. We have at the present time going through the 
farm-out section $532,891, estimated cost of farm-out work. 

Mr. Muvrer. That is presently or that you expect to farm out? 

Mr. Gotpenserc. That we will farm out in the immediate future. 

Mr. Mutrer. During what period of time do you think you will 
have allocated that work or farmed it out ? 

Mr. GoipeNnserc. We have farmed out since we started the pro- 
gram to the 26th of February of this year, $353,741. That is approxi- 
mately one-fourth of the total amount, so we are going faster now, 
and as a guess probably within the next month and a half, 2 months, 
and that is purely a guess, as fast as the paper work can be processed 
it will be farmed out. 

Mr. Murer. How many days ahead do you think that farming-out 
process will take up speed and there will be additional allocations and 
larger sums in the days ahead ? 
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Mr. Gotpenserc. That depends on the situation, sir. That is purely 
problematical. 

The Cuamman. Thank you, Mr. Goldenberg. Mr. O. H. Fisher 
and Mr. E. Rather. Mr. Ken Moelter. That concludes the hearings 
of this committee today. We will meet tomorrow morning at 9: 30, 
and I hope that you ladies and gentlemen will be with us at that time. 
Thank you and good afternoon. 

( Whereupon, at 5: 15 p. m., the proceedings were adjourned to April 
3, 1951, at 9:30 a. m.) 











PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


TUESDAY, APRIL 3, 1951 


House or RePreseNTATIVES, 
Suscommirree No. 1 or THE 
Sevecr ComMirree ON SMALL Business, 
San Francisco, Calif. 

The select committee met, pursuant to adjournment, at 9:30 a. m., 
in the United States District Courtroom, Room No. 261, Post Office 
Building, San Francisco, Calif., Representative Mike Mansfield, of 
Montana, presiding. 

Present: Representatives Mansfield (presiding), Abraham J. Mul- 
ter, of New York; Clinton D. McKinnon, of California; William S. 
Hill, of Colorado; and John F. Shelley, of California. 

The Cuairman. The committee will come to order. Our first wit- 
ness this morning, and I hope that all the witnesses will be direct and 
to the point, is Mr. Harold Ringrose. Is Mr. Ringrose here ¢ 

Mr. Rinerose. Yes, sir. 

The Cuainman. Mr. Ringrose, will you state what you have to say 
in 5 minutes and you can file with the committee any additional state- 
ments. Will you sit down and give your name and address and 
position / 


STATEMENT OF HAROLD RINGROSE, SWINERTON & WALBERG CO., 
SAN FRANCISCO, CALIF. 


Mr. Rincrosr. My name is Harold Ringrose. I am employed in 
the small jobs and alteration department of the Swinerton & Wal- 
berg Co., builders. I serve as chairman of the Construction Employers 
Council of Northern California. My address is 225 Bush Street, San 
Francisco. Our Construction Employers Council is made up of the 
various segments of the construction industry. We have held some 
preliminary reviews of the representations to be made to you gentle- 
men in order that we might save time and have all of the segments of 
the construction industry represented. During the course of the time 
that you have allotted to us we will call upon a representative of the 
general contractors, Frank R. Corker, of the central California 
chapter; a representative of the Associated Home Builders of North- 
ern California, and civil engineers and surveyors, Mr. Milton W. 
Morris; in addition to which we will call upon a representative of 
the subcontractors, mechanical men, and electrical contractors, Mr. 
William J. Varley, San Francisco chairman of the National Elee- 
trical Contractors Association. We will also call upon Mr. Jack How, 
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secretary of the Construction Equipment Distributors Association, 
to speak on behalf of the equipment people and the material people 
in this area. Gardiner Johnson, the legal counsel for the various asso- 
ciations that our Construction Employers Council embodies, will be 
called upon then for a summary and certain recommendations. 

The Cuatrman. I take it then that some of these will not be here 
this morning. Did you read off all the names? 

Mr. Rrvcrose. I have read off all the names. They are prepared 
to be here this morning. 

The CuatroMan. I hope that these individuals and yourself, if you 
have any specific questions, will bring them out so that we can get 
specific answers, if possible, from the representatives of the Govern- 
ment agencies who are here in attendance. 

Mr. Rinerose. Yes. I would like to say, just as an introduction 
to the over-all presentation that we in California construction, which 
is also socially and economically, are in an area that has the fastest 
rising population of any area in these United States today. In 20 
years the population of the State of California gained 86 percent. 
In the West, North, Central States the population gained 5.7 percent. 
If you stop construction work and put controls on them in an area 
such as that the schools and recreation facilities that those cities 
enjoy may be adequate to care for them for 5 years, but in the face 
of the growing increase in population in the State of California we 
are behind schedule. We lost time in the last war. We are losing 
time now because of these priorities that are in existence today. Our 
home building is inadequate, our recreational facilities are inadequate, 
our school systems are inadequate. 

I would like to leave you with one pertinent example—that is Rich- 
mond, Calif. Today they have 33,000 children in school. They have 
double-shifted all the schools. Now, the priorities that are allocated 
to this area must take into consideration the problems of this increase 
in population, of the necessary facilities that our people must have 
to five socially, to maintain their jobs, not to be driven out of work. 

It is along these lines that our people will make their presentation 
today. Now, I do not want to presume to call on these people. They 
know the order in which they will appear. I would just like to start 
in by asking Frank Corker, manager of the Central California Chap- 
ter of the California General Contractors, to come up, and he will 
be followed by Milton Morris of the home builders. 

The Cuamman. Fine. Thank you very much, and I wish you 
would take that chair there, and you stay there, because you seem 
to be the originator of this particular panel. 


STATEMENT OF FRANK G. CORKER, SECRETARY-MANAGER, 
ASSOCIATED GENERAL CONTRACTORS, CENTRAL CALIFORNIA 
CHAPTER 


Mr. Corxer. My name is Frank G. Corker. I am secretary-man- 
ager of the Associated General Contractors of America, Central Cali- 
fornia Chapter. I appear before you representing, including the 
members of the Central California Chapter, a total of approximately 
1.000 leading general contractors performing work in the 46 counties 
of northern California. Approximately 90 percent of this number 
are classified as small-business men. 
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The construction industry is the second largest in the United States, 
second only to agriculture. The State of California is the second 
largest in population, second only to New York. by 

According to figures prepared by the Bureau of Census, United 
States Department of Commerce, the State of California has grown in 
population more rapidly than any other State in the Union and to a 
greater degree than many areas representing several States. In the 
20-year period 1930-50, according to United States Department of 
Commerce, the three Western States, namely, California, Oregan, and 
Washington had an increase in population of 76.8 percent. In this 
same period the population of California increased by 86.5 percent. 
The total population in Califérnia is now close to 11 million and ad- 
vance estimates indicates that by the year 1960 approximately 13,500,- 
000 will reside in this State. 

Is it any wonder that we are sincerely and seriously concerned with 
our building problems resulting from this tremendous expansion 
in population ? 

fn an attempt to meet the demands of this increased population the 
present school building program in the State of California has been 
going forward at the rate of approximately $15 million per month. 
For the fiscal year 1950-51 approximately $152 million will be ex- 
pended on school construction and it is expected that for the fiscal 
year 1951-52 it will amount to $170 million. 

* Notwithstanding this tremendous school building program many 
of our children are attending classes on a shift basis because of in- 
sufficient facilities. 

Necessary State public facilities such as prisons, mental hygiene 
hospitals, State colleges and other State institutional buildings are 
going forward on the basis of $8 million per month. During the 
month of April, of this year, State public works will be open for bids 
in the amount of $18 million. An additional $83 million in construc- 
tion is already on the planning boards and will be open to prospective 
bidders beginning May 1 of this year. 

Within the past 10 days representatives of our chapter have had 
conferences with State and city officials as a result of concern on the 
part of the various State and local governmental agencies as to whether 
or not it would be possible to proceed with their already planned build- 
ing programs. The major reasons for this concern being a lack of 
qualified bidders which has been occasioned by the severe controls 
being placed on building materials. 

The small local general contractor is on the same level with the 
corner grocer, druggist, and other community merchants. He is 
absolutely necessary to the maintenance of business properties and 
homes. But, at the present time, his very existence is threatened 
because of his inability to obtain sufficient quantities of materials to 
meet the needs of the community in connection with construction. 

We strongly urge a review of NPA Orders M-1 on the production 
of iron and steel; M—6, covering steel distributors: M-7, aluminum; 
and M-12, on the production and use of copper and brass products, 
which will result in a more equitable distribution on the basis popu- 
lation inerease and resulting construction requirements. 

The west coast must have a proportionate share, for example, of 
structural steel and pipe sufficient to meet the need for extensive con- 





762 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


struction brought on by the tremendous increase in population. At 
the present time much of the steel being produced in Western States 
is being shipped to other areas away from the Pacific coast. 

On the basis of a Bureau of Census report previously referred to, 
we do not believe any other area in the United States is faced wit! 
construction and material problems comparable to those existing in 
our immediate area. 

We, therefore, strongly urge that this committee recommend to the 
Congress of the United States that necessary action be taken by the 
National Production Authority giving consideration to the particular 
needs of the Western States’ construction problems which will result 
in some action being taken to allow the small general contractor to 
continue rendering a necessary service to the people on the Pacific 
coast. 

I might say the reason I am bringing out the facilities, particular] 
in connection with the small-business man, as a result of these added 
yublie facilities it is necessary also particularly with the expanded 
lsgane-beeihliit program to have commercial facilities to meet the 
needs of the people who are coming into this area. 

The local National Production Authority officials have been some- 
what liberal in their interpretation of NPA Order M-1. We are very 
grateful for the way they have looked upon us in this area in relation 
to our needs. But we are fearful that they may crack down on local 
officials from Washington and cut us even shorter than we are at the 
present time. 

The Cuarmman. Am I to assume that as far as the Government 
agencies in this area are concerned you have received the fullest 
cooperation ¢ 

Mr. Corker. I would say to the best of their ability we have 
received cooperation from the NPA officials. 

The Cnarman. Thank you, Mr. Corker. 

Mr. Rinerose. Mr. Morris. 


STATEMENT OF MILTON W. MORRIS, EXECUTIVE VICE PRESIDENT, 
ASSOCIATED HOME BUILDERS OF SAN FRANCISCO, INC., SAN 
FRANCISCO, CALIF. 


Mr. Morris. My name is Milton W. Morris, and I am executive vice 
president of the Associated Home Builders of San Francisco, Inc. 
Our office is located at 31 Geary Street, San Francisco, and the 105 
home-building contractors whom we represent are engaged in resi- 
dential construction in northern California. 

The problems and conditions contained in this statement may well 
be conte to the hundreds of home builders in northern California, 
90 percent of whom are considered small-business men. 

The building industry is the second largest industry in the United 
States, second only to agriculture, and home building is perhaps the 
most important factor in the national economy. In times of war or 
emergency home building assumes added importance. Providing ade- 
quate and comfortable housing for defense workers, veterans, and 
civilian taxpayers is just as important as furnishing gims, tanks, 
ammunition, food, and clothing to our fighting forces. 

Our business is building houses. We have built thousands of homes 
under controls and threat of controls, in war and peace, under ma- 
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terial scarcity and during lush times. The one thing that plagues the 
industry now, particularly the small builder, is the uncertainty of 
the times. There is nothing definite as to future supply of manpower, 
materials, or mortgage money including Government-insured loans 
or guaranties. 

ome builders, large and small, ask these very important questions: 
Shall we buy land? Shall we plan X number of houses? Shall we 
grade, excavate, install utilities, survey, and do the necessary engineer- 
ing work? Shall we keep our experienced crews intact? Will mort- 
gage money be available for home buyers? What about the future 
supply of materials and manpower? Will Government compete with 
us for these two fundamental factors in home building? 

Home builders are not acquiring land in substantial volume and 
the high level of starts will subside in May or June to a dangerously 
low level unless action is taken immediately. It takes from 3 to 6 
months to translate “intentions” into “excavations.” 

It is important that members of this committee be reminded of our 
experience in the last war. During World War II the building of 
new production plants, the expansion of existing ones, and the develop- 
ment of military mobilization facilities created serious congestion in 
many communities with the lack of housing and adequate community 
facilities for defense workers resulting in serious delays in production 
schedules. Your responsibility is to anticipate and prevent such de- 
lays by surveying in advance the areas where these facilities will be 
required, If this is done it will serve a dual purpose—it will stream- 
line our defense production and maintain a sound economy by keeping 
the small-business man in business. 

We must replace uncertainty with assurance if we are to go ahead 
with confidence. Unless favorable action is taken soon to relieve the 
situation, hundreds of small builders will lose faith, become dis- 
couraged, and eventually fail in business. These will take with them 
thousands of smaller subcontractors who depend upon the small home 
builder for work and a livelihood. The ultimate result will be the 
loss of greatly needed housing in critical areas and considerable un- 
employment. The latter statement is based on the fact that the aver- 
age age of the building tradesman is past that of learning a new trade 
and cannot be absorbed in defense indust ries. 

There can be no doubt that practically all of northern California 
should be designated as a defense area. The hundreds of defense 
plants here with Government contracts and the many important 
military and naval installations make it mandatory that we supply 
adequate housing for defense workers, military personnel and their 
families, veterans, and in-migrant workers, who have been arriving 
in northern California by the thousands each month. 

Inthis regard, the nondefense worker, although a a appears 
to be the forgotten man. However, it should be remembered that for 
every new dwelling unit purchased or rented by a civilian worker a 
vacancy is created that can be made available to others. From an 
economic standpoint, and in the interests of preserving the American 
free enterprise system under which we operate, Government should 
confine its housing operations to remote areas where private capital is 
unable or refuses to undertake the job. 

The 1951 goal for new dwelling units in the United States has been 
set by Raymond M. Foley, Housing and Home Finance Agency 
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Administrator, at 850,000 new units. Of this total, we estimate that 
California builders will construct approximately 17 percent or 144,500 
new units. It is safe to predict on past experience that small honx 
builders under normal conditions, or at least with some assurance of 
materials and financing, would start and complete 50 percent of the 
State’s total. With these figures in mind you can readily understan« 
the importance of the small builder to industry, labor, and the public. 

A shortage of metals, as they appear in home construction, is no 
doubt the leading hazard in home building today, closely followed by 
a rapidly drying up mortgage market and restrictive credit curbs. 
The national goal of 850,000 units, by the way, is 46 percent under 
1950 production, a reduction of more than twice that of the 20 percent 
forced upon our nearest metal competitor, the automobile industry. 

As a matter of fact, every motorcar in the Nation carries practically 
as much weight in metal asa small home. So automobiles, which pro- 
vide little aside from transportation and pleasure, are cut back 20 
percent, while the home, which provides shelter over many, many 
years, is the hub of American family life and is an essential part of 
the defense effort, has already been reduced 46 percent. Is this logi- 
cal? Is this sound? Is this reasonable? This type of action pro- 
vides the building industry, labor, and those in need of housing full 
justification and the right to complain about the “uncertainties” of the 
future. As a matter of information, the average weight of pleasure 
cars is 3,350 pounds. The average weight of all metals in the average 
home, without substitutions, is about 4,250 pounds. 

Eight hundred and a, f thousand new dwelling units in the United 
States during 1951 would require approximate) 1,913,500 tons of 
ferrous metals and 127,500 tons of copper and brass. The present 
capacity of steel mills is 102,000,000 tons annually. On this basis, 
the demands of housing would utilize 1.9 percent of the Nation’s 
steel production. 

Brass and copper production in this country, according to the Brass 
and Bronze Ingot Institute, will be 2,200,000 tons. n this basis 
the demands of housing would utilize 5.8 percent of the Nation’s pro- 
duction of copper and brass. 

Either of fives percentage uses could hardly be considered as up- 
setting or influencing the defense production program to the extent 
of rigid or restrictive controls. 

For what it is worth to the committee, our members are now pur- 
chasing nails delivered at our docks from England, Germany, Japan, 
Belgium, and Sweden because of the shortages in that commodity at 
home. If memory serves me correctly, these countries are accepting 
Marshall-plan aid or American subsidy in some form. As for copper. 
a past president of our organization, recently returned from an in- 
spection tour of European housing design, reported that he found 
several large Sonar mines closed in Marshall-aid countries. Why 
can’t these mines be operated with American dollars in return for the 


copper which is so critically short in this country. Or does the Ameri- 
can mining industry control the situation to the point that this is 
impossible ¢ 

Archaic building codes and zoning requirements block the construc- 
tion of low-cost housing in many parts of the State and Nation by 
adding totally unnecessary costs. This confines the activities of 
small builders, who are unable to employ high-salaried personnel and 
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legal services, to restricted areas. Building codes should be perform- 
ance codes with minimum standards. 

We recommend that national building codes containing uniform 
minimum standards of performance and methods of application be 
adopted and enforced without delay. We are satisfied that great 
savings and economies in home building can be effected without any 
real sacrifice in the quality and livability of the finished house. 

Some of these economies would express themselves in dollars and 
thus contribute importantly to the fight against inflation. They would 
give the home-buying public better value, both now and after the 
emergency. ‘They could make possible the erection of far more houses 
than might otherwise be justified at this time. War or peace, the 
more waste we take out of the house, the more quality, and livability 
we can afford to build into it. 

Sacrificing nothing but waste, it should still be possible to build 
a better house with 50 percent less cast-iron pipe, 50 percent less 
cement, far less lumber, far less gypsum, far less steel. It should be 
possible to build just as good a house with 75 percent less copper. In 
other words, an all-out attack on waste could save more critical ma- 
terials and more critical manpower than could be saved by a drastic 
further cut in housing starts. 

Some of these savings and economies can be effected by the home 
builders and their architects, but by far the greater part of these 
critical savings are blocked by senseless requirements imposed upon 
the home-building industry by obsolete local building codes, union 
rules, mortgage requirements, and other regulations. These obstacles 
are all the more frustrating because they vary from State to State, 
from city to city, and from FHA office to FHA office. 


It is our hope that in this national emergency obvious reforms 
which might otherwise be delayed half a century can be put into 
immediate effect by the = ic cooperation of public officials, home 


builders, architects, land planners, mortgage bankers, manufacturers, 
and building-trades unions. FHA can help materially by reviewing 
and streamlining the widely different property standards imposed by 
each of its own 62 local offices—standards which are often much more 
wasteful than the local codes. 

But the most important part of all must be played by ODM and 
DPA through the firm and enlightened use of their emergency powers, 
including specifically their power to allocate scarce materials only to 
projects for which State or local codes, ordinances, union regulations, 
and financing requirements have been brought in line with a national 
program for minimizing waste of materials and manpower in home 
building. 

All of us, believing in free economy, would far rather see Federal 
controls on home building applied directly to save materials and man- 
power while permitting as much home building as possible, rather 
than indirectly by reducing the volume of construction while per- 
mitting needless wastes to continue. 

In addition to this use of its emergency powers, the Federal Gov- 
ernment can make a very great contribution to the attack on waste 
in building by setting its own house in order and insisting that the 
same economy standards be practiced rigidly in all its own construc- 
tion work. In the last war the Government set a shocking example of 
waste in building—most particularly housing. Whatever standards 
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are set for permanent private housing this year should immediately 
be made the maximum standards for all housing built by the Govern- 
ment, whether for civilian or military use. 

Mortgage credit is the basis of all new home construction, both for 
the builder, who constructs for sale or rental, and for the home buyer. 
The availability of satisfactory financing will in a large measure be 
responsible for the future production record of the industry and will 
be of particular importance to the small builder. Extended and im- 
pees mortgage credit facilities is an absolute necessity to the small 

uilder and the home buyer of low or moderate income. 

It would be difficult to discuss the problems existing in the mortgage 
market today in the short time allotted to me. But briefly, only insur- 
ance companies and savings institutions invest in residential mort- 
gages. ‘The mortgage portfolios of these institutions have about 
reached the saturation point with no outside buyers to relieve the 
situation. It costs money to service these loans and in ease of de- 
linquency or foreclosure there is added cost. Hence, when Govern- 
ment bonds yield 3 percent and high grade industrial and utility bonds 
approach a 314 percent yield, it is quite natural that these financial 
institutions will shun the 4 percent Veterans’ Administration guar- 
anty and the FHA 414 percent insured loan. 

It is our opinion, after considerable study and discussion with 
authorities, that a uniform rate of interest of 414 percent on veterans 
and FHA mortgage loans will encourage private lenders, without in- 
jury to the buyer and without the use of Federal funds. These loans 
will again be attractive to private capital and this condition will 
assist the builder, buyer, and Government. 

There are bills pending before the Congress which contain provi- 
sions for liberal terms of home financing in designated defense areas. 
H. R. 1272, the defense housing bill, after 244 months of desultory 
treatment, was rejected and sent back to the Banking and Currency 
Committee. S. 349, a similar measure, is now before the Senate. The 
Wolcott bill will shortly be heard by the House Banking and Cur- 
rency Committee. These delays are costly to the defense effort and 
have a discouraging influence upon the building industry, particularly 
on the small builder. 

The designation of a defense area and the relaxation of housing 
credit controls to stimulate the production of housing urgently needed 
for defense workers and others does not require a congressional act. 
An Inter-Agency Critical Areas Committee has been established, ad- 
ministered by the Defense Production Authority. 

The procedures contemplate that, upon the designation of a 
critical defense housing area, the Board of Governors of the Federal 
Reserve System and the Housing and Home Finance Adminitstrator 
will consider the relaxation of existing residential credit restrictions 
in such area, on a selective and controlled basis, in order to facilitate 
the construction of housing needed for military personnel or defense 
workers coming into the area. 

These agencies have already liberalized its terms for finaneing the 
construction of homes for defense workers in the areas of Aiken, S. C., 
and Paducah, Ky., where atomic-energy plants are now urider con- 
struction. A substantial modification or relaxation of regulation X 
and the present requirements of the Federal Housing Administra- 
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tion would prove of considerable assistance to both builders and quali- 
fied purchasers of new housing in the designated areas. 

With refernce to labor supply, at present the supply of skilled and 
unskilled labor in the building crafts is sufficient to meet the demand. 
However, the future supply of skilled labor presents a problem to 
the industry. The cooperation of managment, labor, and Govern- 
ment in the apprentice training program is mandatory if we are to 
meet the housing demands of the future. The training of defense 
workers should be separate and apart from this program. 

According to the California Department of Employment, the high- 
est level of employment in the history of the State was reached in 
1950. The low point in unemployment was reached in October 1950 
when only 3.1 percent of the State’s total civilian labor force was 
unemployed. 

Workers in the San Francisco Bay area increased 65 percent dur- 
ing the latter part of 1950—98 percent in the construction industry, 
78 percent in trade, while the general population in the bay area in- 
creased 53 percent during the same period. 

In conclusion, I should like to point out to the committee the rela- 
tionship between income, living costs, and housing costs. The aver- 
age American family is in a position today to afford better housing 
than it was prior to World War II. Its income has increased more 
rapidly than either its cost of living or the cost of building, leaving 
it with more purchasing power available for shelter than it had in 
1939. 

Moreover, this improvement has been greatest among families in 
the lower-income brackets, with the result that many more of these 
families can now enter the market for better housing than in the last 
prewar year. Family income, by all available means of measure- 
ment, has shown a spectacular increase during the last decade. 

The Bureau of the Census, for example, estimates that the median 
income of nonfarm families whose sole income is from wages or 
salaries increased from $1,431 in 1939 to $3,577 in 1949—a gain of 
150 percent. During the same period, the cost of building a house 
went up 108 percent. Another point is that the decreased cost of bor- 
rowing mortgage money over the decade has given the buyer some 
additional advantage over what he had in 1939. This applies espe- 
cially to families of veterans. 

A further point is that the distribution of the gain is such that 
many more families had the means to enter the market for better 
housing at the end of the decade than had been true at the beginning. 
We emphasize these points because we find small builders confine their 
construction activities almost exclusively to meet the market made pos- 
sible by low- and moderate-income families. 

This committee can be most helpful to our industry by— 

1. Substituting assurance and confidence for uncertainty and doubt. 

2. Urging the adoption and enforcement of national codes of mini- 
mum standards. 

3. Immediate designation of defense areas and a guaranty of suffi- 
cient critical materials to complete the job. 

4. Urging the military to file its estimated needs without further 
delay. 

5. Immediate modification or relaxation of restrictive credit curbs 
on housing. 
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6. Recommending a workable secondary mortgage market to relieve 
the shortage of available mortgage money. 

7. Recommending immediate favorable consideration of a uniform 
interest rate of 414 percent on veterans guaranteed loans and Federal 
Housing Administration insured mortgages. 

8. Supporting a national apprenticeship training program and in- 
sisting, by legislation if necessary, that all craft unions open their 
doors to deserving young men. 

Encouraging small builders to continue their operations. 

10. Confining Government housing to remote defense areas. We 
urge that favorable action by the Congress be taken immediately. 
Let it not be a story of “too little and too late.” 


STATEMENT OF MILTON W. MORRIS, IN BEHALF OF THE BAY COUN- 
TIES CIVIL ENGINEERS AND LAND SURVEYORS ASSOCIATION— 
Resumed 


Mr. Morris. My name is Milton W. Morris and my office is located 
at 31 Geary Street, San Francisco 8, Calif. I have been requested to 
make this brief statement to you in behalf of the Bay Counties Civil 
Engineers and Land Surveyors Association. 

The members of this association are all professional men—licensed 
civil engineers and/or land surveyors. Forty-eight firms are repre- 
sented in the organization and each engages in the practice of his 
profession in the State of California, principally in northern Cali- 
fornia. Of these, approximately 44 may well be considered small- 
business men. Working in the field with their employees or over 
drafting boards in the office, these men render an important service 
to the construction industry. 

Competent civil engineers and land surveyors are not made over- 
night. It takes years of study and experience. Materials and financ- 
ing are unimportant—only professional services are involved. 

he Federal Government, through its agencies, has invited competi- 
tive bidding on professional services for surveying and civil engineer- 
ing work. We believe that the best interests of the Government, the 
defense effort and the profession, would be better served if contracts 
for such professional services were negotiated. 

In the case of competitive bidding, Government agencies have no 
effective yardstick except price, and conscientious experienced and 
well-qualified persons must compete with those less qualified only by 
depressing the standards of their workmanship. 

In support of negotiated contracts for professional services, Gov- 
ernment agencies have the opportunity of investigating the qualifica- 
tions of the principal and his staff, the amount of current contracts on 
hand and such other information considered pertinent. Following 
such investigation, the man or organization best qualified and pre- 
pared to render efficient and prompt services should be selected for 
the purpose of negotiating a contract. 

In this manner, the quality of professional work can be held at a 
high level, work can be distributed equitably and the Government 
assured of full value and excellent results. . 

As a special point in behalf of civil engineers and land surveyors 
who have been established and have operated for many years in 
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California, these professional men are ready, able, and willing to 
undertake any contractual obligation for Government regardless of 
size or nature. 

However, the Government has seen fit to award large contracts for 
engineering and surveying services in California to out-of-State firms, 
and these contracts were awarded on a negotiated basis which took 
place in Washington, D. C. To date, California engineers and land 
surveyors have been compelled to submit bids on rm mg work. 

It would appear that this method of professional work assignment 
is unfair, unsound, uneconomical, and impractical. California firms 
are familiar with and experienced in local conditions. They are 
likewise licensed by the State of California. They have agreements 
with unions assuring employees of prevailing wages and excellent 
working conditions. The use of local labor presents no housing 
problem and this is important. 

We ask this committee to consider seriously the arguments advanced 
by these civil engineers and Jand surveyors, 95 percent of whom are 
small-business men. 

I would like to inform the committee in 1949 nine home builders in 
California built 20 percent or one-fifth of all the housing in the United 
States, and in 1950 we built 19 percent of all the housing in the United 
States. 

To date, the professional man in California has been compelled 
to bid on that work. We have had no chance, and I have eight or nine 
very large contracts recently awarded to out-of-State professional 
men who do surveying and engineering here amounting to about 
$22,000,000. I might also add, if the California engineer or surveyor 
was given more serious consideration in these particular contracts, 
it would at least, eliminate the housing problem, because their staff 
and employees live right in California. They are familiar with the 
conditions here. They know their way around. They are licensed 
by the State of California, and I feel that the professional man in 
California doesn’t have to take second place to anyone in the United 
States. 

The Carman. Mr. Multer. Mr. Hill. Thank you very much, Mr. 
Morris. Mr. Varley, of the subcontractors. Due to the fact that we 
have so many witnesses, and the possibility that we may have to go 
through the lunch hour | am going to hold the witnesses down to 5 
minutes. Mr. Varley, will you proceed? 


STATEMENT OF WILLIAM J. VARLEY, EXECUTIVE SECRETARY, 
SAN FRANCISCO CHAPTER, NATIONAL ELECTRICAL CONTRACTORS 
ASSOCIATION, SAN FRANCISCO, CALIF. 


Mr. Varztey. My name is William J. Varley, representing the San 
Francisco Electrical Contractors Association, 1355 Market Street. 
My purpose is to pongo the electrical contractors who, as you may 
know, do most of the work for the builders. We do appreciate the 
cooperation we have received from your price stabilization group un- 
der the leadership of Homer Porter and also the cooperation we are 
receiving under the leadership of Mr. Judge. They are working 
hard and trying to enlighten all the agencies and all the people in 
the construction field, and we have had our difficulties night and day, 
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and we do appreciate the services they are rendering. I have a rather 
lengthy paper here, and it would take approximately 15 minutes. 
Representing such a large group, is it not possible to give me a little 
more time ¢ 

The Cuarrman. Mr. Varley, I think you had better hold your testi- 
mony to 5 minutes. You had better state your problem, and then 
if you have any questions to ask or recommendations to make, do 
that. That does not include questions by the committee. Otherwise, 
if we give you 15 minutes as the previous gentleman had 22 minutes, 
we are going to have people that won’t be heard. 

Mr. Mu.rer. Your complete statement may be received in the 
record and receive our very careful attention, nevertheless. 

Mr. Varuey. I would like to have the complete statement placed in 


the record. 

The Cuarmman. It will be. We want your statement together with 
your oral testimony. 

Mr. Vartey. Basically the Government is interested in obtaining 
sufficient materials for defense through efficient control of manpower 
and materials. At the same time it is essential to keep our whole 
general economy at a high level without undue disturbance of our 
wage and price structures. 

First, we would like to discuss the problem of manpower and then 
show how the problem of manpower is intrinsically related to the 
control of materials. Later we will develop in detail problems relating 
to material control. It is recognized that the manpower is becoming 
increasingly tight, particularly in the more highly skilled trades. 
It is, therefore, essential that this manpower be used effectively. 
There are several ways to stretch our manpower: 1. Full employment. 
This is already an accomplished fact in skilled trades. 2. Employment 
of women. This is not practical in the building trades. 3. Lowering 
of employment standards. This means lower efficiency, higher costs. 
4. Overtime work. This can prove costly not only to the job but can 
also create extreme hardships, hardship conditions throughout the 
industry by increasing costs on all lump-sum contracts for question- 
able gains in the over-all average output per man. 

(The statement referred to is as follows :) 


MATERIAL AND Price ContTROL PROBLEMS IN THE SpecraALtTy CONTRACTING INDUSTRY 
UnpvEerR PRESENT GOVERNMENT REGULATIONS 


INTRODUCTION 


Basically the Government is interested in obtaining sufficient materials for 
defense through efficient control of manpower and materials. At the same time 
it is essential to keep our whole general economy at a high level, without undue 
disturbance of our wage and price structure. 

First, we would like to diseuss the problem of manpower and then show how 
the problem of manpower is intrinsically related to the control of materials. 
Later we will develop in detail problems relating to material control. 

It is recognized that the manpower is becoming increasingly tight, particularly 
in the more highly skilled trades. It is therefore essential that this manpower 
be used effectively. 

There are several ways to stretch our manpower: 

1. Full employment. (This is already an accomplished fact in skilled trades.) 

2. Employment of women. (This is not practical in building tradés.) 

3. Lowering of employment standards. (This means lower efficiency, higher 


costs. ) 
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4. Overtime work. (This can prove costly not only to job in hand but can 
also create extreme hardship conditions throughout the industry by increasing 
costs on all lump-sum contracts for questionable gains in the over-all average 
output per man.) 

5. More efficient use of manpower. There are many ways to increase effi- 
ciency of manpower: Proper plans and work methods, tools, higher morale, and 
finally and most essential, a proper flow of materials to the job. In other words, 
if we are to do our best job, manpowerwise, we must have materials. 

Perhaps the best grass-roots way of gaining our over-all end result—iaterials 
for defense, expansion of industry, and high civilian ecnomy—would be to 
muke clean-cut decisions as to defense requirements, then limit other construe- 
tion and manufacturing for civilian consumption to that which can be done with 
material still available. Then we must see to it that materials are made avail- 
able to insure completion with a minimum of waste manpower of all construc- 
tion which we are permitted to start. Since these projects are, short of all- 
out wir, going to be completed, the only question remaining is, “Are we going 
to do them the easy way or the hard way?” The following is proposed as a 
practical working program for contractors : 

1. Have NPA pass on all work to be done either by class or on large projects 
individually. 

2. Set up a simple plan under which the contractor certifies that the materials 
he purchases will be used for approved work and that delivery times have been 
scheduled in accordance with good practice to meet job requirements, 

3. Clear the way for manufacturers to secure materials to meet schedules. 

4. Permit inventories consistent with the individual building contractors 
prior practices, ha.ing him so certify when purchasing for stock. As a sound 
business principle, inventories will be reduced when proper material flow is 
assured. 


GENERAL CELLING PRICE REGULATION IN CONSTRUCTION INDUSTRY 


The general ceilins price regulation issued January 26, 1951, as written is not 
appleaple to the building construction industry. 

Section 3 states that your ceiling price is the highest price at which you de 
livered your goods or services during the base period (December 19, 1950, to 
January 25, 1951) to a purchaser of the same class. If you did not deliver the 
commodity or service during the base period, your ceiling price is the highest 
price at which you offered it in writing or by display to a purchaser of the same 
class. This means that if you sold to home owners an electric outlet at $5, $5 
is the ceiling price for electric outlets sold home owners today. 

Suppose that under General Wage Regulation No. 6 you granted a wage 
increase of 20 cents an hour to your workers and that this increased cost boosted 
the labor cost of that electric outlet by 15 cents. Suppose the materials increased 
in price (as they seem to have a way of doing under current price controls) by 
10 cents, making a total increase in your cost of 25 cents. Can you pass on 
these increased costs? The answer is “no.” We have said “no” because it is 
realized that you cannot stay in business very long under such conditions. But, 
strictly applied, that is what the general price ceiling regulation decrees. There 
is nothing in the General ceiling price regulation that says anything about a 
ceiling price based on direct costs plus your normal or base period mark-up. It 
is an across-the-board freeze on price. 


Applicability to our industry 

For the most part this business deals with custom-made installations, no two 
of which are likely to be similar from the standpoint of use or circumstances of 
installation. Therefore, there can be no constant, fixed price in our industry as 
the general ceiling price regulation assumes. Exception would be where a con- 
tractor quotes and installs at so much an electric outlet. Let us say that you 
installed and sold outlets for $5 each to home owners during the base period. 
Then your ceiling price under general ceiling price regulation is $5 an outlet. 

Most work is performed competitively with wide fluctuations in price. On 
this work we cannot advise how the regulation would apply. Neither can any- 
one in Office of Price Stabilization. Yet the order is in force. It applies to you. 
After reviewing these facts you can determine what course to follow. Again 
reviewing application of general ceiling price regulation, let us assume that in 
the base period you performed a job which you sold for $960; it comprised labor 
costing $500, materials costing $300 and you put on a mark-up for overhead and 
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service return on $160 (20 percent). Today you have a similar job. Your 
ceiling price is $960. Yet labor has gone up $50, making it cost $550, and ma- 
terials have gone up $20, making them cost $320, total cost of $870. Still, your 
ceiling price under general ceiling price regulation is $960. You are supposed 
to take the rap of $70, reducing your overhead and service return to a total of 
only $90 instead of $160. Even Office of Price Stabilization knows that you 
can't stay in business under those terms. In the motor-winding, sheet-metal, 
plumbing, and the other specialty contracting businesses affiliated with the 
building industries the same condition exists. 


What can the building contractor do about it? 


There are four things he can do: 

(1) Stop doing business until the Government gets some sanity into the price 
and wage situation. 

(2) Ignore general ceiling price regulation and risk incurring compliance 
action, which currently is very weak and is on the basis of acting on complaints 
at this stage. 

(3) Resort to subterfuge to comply. 

(4) Attempt to comply with the spirit and intent of the price-control order 
even though being technically in violation. 


THE COPPER ORDER (M-12) 

Controls upon the specialty building contractor’s use of building materials, 
and in particular copper, should be at the point of final use and not upon the 
contractor's inventory or upon the amount of business he may do as governed 
by a fixed amount of copper allowable to him. 


What the copper order (M-12) does to the specialty contractor 


1. Limits the amount of copper used to a percentage, at the present time 75 
percent of the average used for the first 6 months of 1950. There are similar 
controls on jobbers, manufacturers, etc. 

2. Limits contractor to 60-day inventory, or a practical minimum working 
inventory, whichever is less. There are similar inventory restrictions on manu- 
facturers and jobbers. 

3. Prohibits use of copper in certain forms and products. 


How the specialty contractor operates his business 


Principally firm bid work.—Unlike a manufacturing or a processing industry, 
he does not perform his work within a plant or in accordance with a fixed pro- 
duction schedule. Actually, his business consists of a number of contracted 
jobs, unforseeable as to size, duration, and number. Every job is individually 
bid in competition. There are no fixed prices. 

For efficiency in building construction under conditions such as these, where 
there is, under free competition, no forseeable way of telling which contractor 
will get the low bid and be awarded the job, there must be assurance that the 
necessary material will be available in quantity, price, and on schedule. 

The M-12 order, if enforced as written, will either drive the legitimate 
specialty contractor out of competition or will force him to operate in violation 
of the law. 

A. The inventory requirements of the M—12 order as written are inconsistent 
with the basic nature of the specialty contractor’s business. The order, illogi- 
cally, limits him to a 60-day inventory or a practicable minimum working in- 
ventory, whichever is less, but the contractor is required to bid his work on a 
firm-bid basis, and he positively commits himself to have this material available 
for the job and on schedule even though it may take several months or even in 
excess of a year to complete. Moreover, he commits himself financially on the 
price of the job and must protect himself either by getting firm quotations from 
the various distributors for delivery of materials at the necessary dates, or by 
buying the material at once upon being awarded the specialty contract. It so 
happens that today no distributor will guarantee a price long in advance, nor 
will the distributor want to hold the material in his own warehouse, lest he too 
he in violation of the inventory requirements of the copper order. So more often 
than not the specialty contractor must purchase at once at today’s prices the 
copper required for any firm bid job. If he is prohibited from doing so, he will 
be forced to drop out of competition, by either refusing to bid or by adding a 
substantial amount to his bid to protect himself against price increases, or 
against delays from awaiting results of NPA appeal procedures on inventories 
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in excess of 60 days. Or if he is determined to remain in competition he must 
operate in violation of the law. 

Inability to purchase in advance the specific scarce materials required for a 
job inevitably will lead to the growth of gray markets. 

LB. The percentage-of-use restrictions of the M—12 order, which currently limits 
the specialty contractor to using only 75 percent the copper used during the base 
period, is likewise inconsistent with the basic nature of the specialty con- 
tractor’s business. As explained before the volume of a given contractor's busi- 
ness is dependent entirely on his being the successful low bidder. If the com- 
peting contractors are limited only to those who have the copper available under 
the 75 percent-of-use limitation, there would be little competition today and the 
price of firm bid jobs would skyrocket, thus defeating the intent of the price 
stabilization program. We are told that the Government deliberately used the 
first 6 months of 1950 as the base period to which the 75 percent limitation 
applies, because it is a well-known fact that building construction was slack 
during that period, for both seasonal and general economic reasons. As has 
been explained by one of the gentlemen who preceded me, we here in the bay 
region are in an area rapidly expanding industrially, residentially, and com- 
mercially, and which is of key importance to our military defense. So the 
specialty contractor, unable to be assured in advance of the availability under 
the law of material for construction jobs which he wants to bid in competition 
with other specialty contractors, is in an unenviable position. 

He has two alternatives: (1) He may refuse, at the risk of being forced out of 
business, to bid work requiring him to use copper in excess of that allowed by this 
arbitrary copper order, or, (2) he may bid the job in recognition of the obvious 
fact that some other contractor who has the material or has no regard for the 
law will bid the job in question anyway putting himself in violation of the law 
if awarded the job. 

The proper control of copper use, as we see it, should be through a controlled 
materials plan such as was used during the last war. We have heard that the 
Government contemplates putting into effect a similar plan about July 1, 1951. 

It is therefore our recommendation that in the meantime the specialty contrac- 
tor be immediately removed from both the inventory controls and percentage of 
use restrictions as now written into the M-12 Order. The following existing con- 
trols should suffice for the time being: 

1. The M—4 Order as currently in effect prohibits construction of places of 
amusement and allows construction on the basis of essentiality of other com- 
mercial and industrial buildings only by specific license. Surely, if under this 
regulation permission is granted to construct a building, no further control should 
be exercised upon building materials other than the existing order prohibiting the 
use of copper in certain forms and products. To superimpose at the specialty 
contractor level inventory controls and percentage-of-use restrictions serves 
merely to lessen competition, increase the contractor's overhead needlessly, and 
to force prices upward. 

2. That part of the Copper Order (M-—12) which prohibits use of copper in 
certain forms and products, if modifications are made along practical lines, will 
also help suffice until a controlled material plan is in effect. This is a desirable 
type of control, since its effect is at the point of final use. 

3. The third type of existing control which constructively limits copper use is 
that on credit. Such controls will be discussed by other persons on this panel. 
Due consideration should be given, we reiterate, to the construction needs of the 
bay area, as well as, of course, to any other area in the United States where there 
is an expanding economy vital to our defense program. 

C. The small-business men in the heating, piping, and air-conditioning busi- 
nesses are at present handicapped by the provisions of the NPA Order No. M-12, 
since this order prohibits the use of any brass mill product as such in construction 
commencing on April 1, 1951. That is our own interpretation on the wording. 
Practically all of these small-business men had obligated themselves to building 
construction subcontracts prior to the time that the Order M-12 was first issued 
and purchased the materials. Now they have the materials in their warehouses 
which they are unable to use because of the NPA order. The money has been 
invested, taxes must be paid and this useless property is df no benefit to anyone. 
The restriction on the use of steel is not severe, however steel is not available 
in the quantities as is copper, therefore steel cannot be substituted for copper. 
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CONCLUSION 


We take no issue of the need to channelize or reduce the amount of copper or 
any other scarce material that may be used. 

It is most apparent that in the specialty contracting industry M-12 provisions 
in regard to percentage of use as determined by a basing period have no bearing 
on the contractor’s present need and further can have no real bearing on any 
decision to approve relief, should relief be requested. The true measure of the 
contractor's need is the approved work that he is committed to perform and the 
time schedule applying to this work. Beyond this there are also the material 
requirements for such maintenance, service, emergency and other work that he 
is called upon to perform to insure that our economy is at all times supported 
by electrical and mechanical machinery. If this is the true measure let's so 
recognize and apply relief in the simplest manner possible. 

The Cuairman. Thank you, Mr. Varley. Mr. Multer. 

Mr. Mutter. No gi 

The Cuamman. Mr. McKinnon. 

Mr. McKinnon. I understand you want this M-1 or other orders 
that are based on material allocations to be apeniiie more according to 
the job than to the contractor, is that correct ‘ 

Mr. Variey. We would like to have the 60-day inventory done 
away with and we would like to have it similar to what we had pre- 
viously with the L-41 wherein on every job you had a priority. In 
other words, when you go to the NPA and you get clearance for a 
job that job should be passed on to us. Then we will work with that 
priority plus the priority of the DO received from the Armed Forces, 
and it will make it much easier and not reflect on a 6-day inventory 
which is impossible, gentlemen, in the subcontracting or general con- 
tracting business. 

Mr. McKinnon. Thank ye. 

The Cuairman. Mr. Hiil. 

Mr. Hitz. No questions. 

The Cuamman. Thank you, Mr. Varley. Mr. Jack How, secre- 
tary, Construction Equipment Distributors Association. 

Mr. Rinerose. Yes; Mr. How is the next speaker. 

The Cuamman. Mr. How, will you please come forward and pro- 


ceed. 


STATEMENT OF JACK H. HOW, GENERAL MANAGER, EDWARD R. 
BACON CO., SAN FRANCISCO, CALIF. 


Mr. How. As a Nation we are engaged in a gigantic mobilization 
effort to avert, if possible, a war which would prove disastrous to 
our idea of freedom and economy. 

As individuals we are all more than willing to make our share of 
sacrifices necessary; however, we are bape that the mobilization 
efiort itself will not ruin our economy anyway. Frankly, we are 
worried about this, and hope that steps will be taken to avoid this 
risk. 

It is perhaps advisable to better define what we mean by preserving 
our economy—at least, in my own opinion, this means preserving for 
the individual his opportunity to engage in a business of his own 
choice; an opportunity to make profits, under the American system 
of free enterprise, sufficient not oat to pay for the mobilization effort, 
but to still have something left over to finance replacement of plant 
and some further future expansion. 
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As a State, California now contains roughly 6 or 7 percent of ba 
Nation’s population. That is a very important peal Bay of the Na- 
tion. The growth of this population has been exceedingly rapid, but 
despite the vast sums spent for construction during recent years, 
California’s plant and facilities are woefully inadequate to take care 
of its Lag a ag pasa population ener, by its very size, must be reck- 
oned as being very important to the Nation’s mobilization program 
—both productionwise and from a manpower standpoint. The high- 
ways are bottlenecked; there is a scarcity of schools, housing, hos- 
pitals, churches, water, power, waste-disposal plants, and so on. To 
preserve the State’s and, therefore, the Nation’s economy, and to fur- 
ther the mobilization program, this population must be served with 
an accelerated rate of construction, 

However, there are dangers to this construction program on the 
horizon. 

We are living in a machine age. There is no phase of construction 
which can be performed quic kly and at reasonable cost without some 
type of construction machinery. There is no item of building mate- 
rial which does not require items of construction machinery to produce 
and prepare for the market. 

As of today, the mobilization program needs a large amount of the 
materials of which construction machinery is made as well as a good 
many items of construction machinery and building materials them- 
selves. As of today, the construction industry can obtain its machin- 
ery and materials only after priority orders are filled—the only prior- 
ities to which the construction industry is now entitled are for main- 
tenance and repair items. These priorities, incidentally, are well on 
the way to becoming meaningless because everyone is entitled to use 
such a priority for every order. To carry forward the construction 
program additional equipment continually is required to not only 
do the construction job but to help prepare the construction mate- 
rials: lumber, sand, gravel, cement, and so forth. The construction 
industry is not entitled, as of today, to any priorities to obtain this 
equipment. 

What does this mean to the construction industry? 

Any construction which it does attempt will necessarily be done 
at a higher cost, as soon as its construction machinery becomes 
inadequate. 

2. Any construction which it does attempt will be slowed down as 
soon as arrivals of necessary building materials are delayed. 

3. Contractors will be unable to competitively bid new work with 
any assurance because of the uncertainties surrounding their ability to 
obtain machinery and materials. 

The increased cost, the delayed deliveries, and the resulting 
deficiency of the construction program will not only hurt the mobiliza- 
tion effort, but will seriously disjoint the economy—the very economy 
which is needed to push and support the mobilization program—the 
very economy we are trying to save. 

And, not so ine identally, i is it realized that the only priorities for 
machinery available today are for— 

1. The military. 
. The Atomic Energy Commission. 
3. Off-shore construction. 
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Is it also realized that the buyer in each of these cases is the 
Government? That the money to pay for such*purchases is Govern- 
ment money? Money that can only be derived through taxation’ 
If the economy is disjointed, where will the money come from to pay 
for these purchases? 

As a supplier of construction machinery and building materials, 
we see most readily the dangers to the construction program and all 
the people connected with it. The ramifications of the industry reach 
into every segment of our population. 

I happen to be connected with a firm which is a prototype of many 
in the country. It is an independently owned and operated firm; it is 
a distributor organization, performing that vital service—the linkage 
between production and consumption. The manufacturer, in so- 
called normal times depends upon us to keep his production lines roll- 
ing—the consumer depends upon us to have the right material at the 
right place at the right time. 

Today the manufacturer is wary about accepting our orders; he 
will make no delivery promises; he needs priority-rated orders to 
insure him a continuing flow of materials needed in manufacture. 

It is, therefore, our contention that to preserve the Nation’s economy, 
as well as to support the mobilization program, that construction 
materials and machinery must be given some priority. 

Would it not be possible to allocate a definite percentage of the 
Nation's productive capacity to the mobilization program directly? 
And then, to allocate priority to the other segments of the Nation’s 
economy so that both programs can go forward simultaneously ? 
Without priority assistance to the construction industry enabling it 
to plan and consummate its work according to plan, the construction 
program will falter; this will have a very bad effect on the physical, 
mental and moral tie Bera of the population, damaging its economy, 
and thus disrupting the mobilization effort as well. 

While there are many so-called large contractor firms, it must be 
realized that the vast majority of actual construction is performed 
by the small contracting firms, either as general contractors or as sub- 
contractors. The very livelihood of all these people, and the consum- 
mation of the entire construction program is dependent upon their 
ability to acquire machinery and materials. 

The importance of the State’s population and production capacity 
to both the mobilization program and the Nation’s economy cannot 
be underestimated. The importance of the construction program to 
this population cannot be underestimated. The construction industry 
must be given a means of getting its machinery and materials needed 
for construction. 

The Cuarmman. Mr. Multer. 

Mr. Muvrer. No questions. 

The Cuamman. Mr. Hill. 

Mr. Hutt. No questions. 

The Cuamman. Thank you, Mr. How. Mr. Donald Beach Kirby, 
director, American Institute of Architects, California State Builders 
Exchange. 

Mr. Rineorose. This is Mr. Kirby. : 

The Cuamman. Please proceed, Mr. Kirby. For the benefit of all 
those who are here testifying today the testimony which is not given 
but which is prepared will be included as part of the record for study 
of this committee. Proceed for 5 minutes, Mr. Kirby. 
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STATEMENT OF DONALD B. KIRBY, VICE PRESIDENT, CALIFORNIA 
STATE BUILDERS EXCHANGE, SAN FRANCISCO, CALIF. 


Mr. Kirsy. Mr. Chairman and gentlemen, those who have spoken 
before me have appeared on behalf of some particular branch of the 
construction industry—general contractors, subcontractors, material 
and equipment suppliers, and residential developers. As an officer of 
the Builders Exchange, | am appearing on behalf of the small-busi- 
ness proprietors in all branches of the industry. Just to give you 
some idea of the importance of these small proprietors in our second 
largest industry, | would like to call your attention to the fact that 
there are over 60,000 licensed contractors in California. The over- 
whelming majority of these are men who have started as apprentices 
in some particular building trade and have advanced themselves, 
first as journeymen and then as proprietors of their own contracting 
business. Although the opportunities for this traditional type of 
advancement are shrinking from year to year, it is fortunately still 
true that a very large proportion of the total employment in con- 
struction industry is represented by the small proprietors. 

Under the best of circumstances and the most intelligent adminis- 
tration of necessary controls, any rapid shift from civilian construc- 
tion to military throws a disproportionate burden on the smaller 
proprietors. This is true of all branches of the industry. The small 
architectural and engineering offices are generally not equipped to 
take on the design of the relatively large defense construction projects. 
The same thing applies to the small contractor. Pools and joint ven- 
tures have not proven successful in avoiding this tendency to freeze 
out the small operators. The defense procurement agencies prefer 
undivided responsibility and are cautious about new combinations 
regardless of the skill and experience of the parties to such combina- 
tions. I would like to tell you very briefly about a recent series of 
meetings between the California Council of Architects and the various 
defense procurement agencies. We reported to the procurement cde- 
partments that most of the unused capacity for architectural services 
is in the smaller offices. As a result of the discussions we are now in 
the process of making a more detailed inventory of available design 
services, but frankly, we don’t think that much of the defense work 
will be handled directly through the smaller offices. The chances are 
that the larger offices will get the work and then farm parts of it out 
to the smaller offices. This, of course, is much better than a complete 
freeze out, but again it illustrates the strong tendency of a defense 
economy to discriminate against the small proprietor. 

We do not wish to take issue with the NPA officials in choosing 
commercial construction as the first target for reduced activity. Ob- 
viously certain types of commercial facilities are less essential to the 
communities than many other types of needed construction. But we 
do wish to call attention to the fact that the large majority of small 
proprietors in the construction industry are engaged mainly in com- 
mercial building. I point this out to illustrate and emphasize again 
that, of necessity. the small-business men in construction must bear 
a disproportionate burden in the shift to defense production. 

Perhaps the most effective way to minimize the disruption to small 
business is for the conversion to defense production to proceed as 
gradually as possible consistent with military security. This at least 
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gives the small operators a chance to take inventory and it also mini- 
mizes the tendency to overestimate military requirements. It is now 
apparent that the military requirements for steel and copper for the 
first quarter of (is year were substantially overestimated. We don’t 
want to feel that any man in Korea was exposed to an unnecessary 
risk because of lack of equipment. At the same time we want to 
point out that a healthy economy is our best long-time security. 

We wish to commend the over-all NPA organization for its quick 
realization and adjustment of the errors based on miscalculation of 
defense requirements during a particular period. And we particu- 
larly desire to commend the regional NPA offices for their common- 
sense administration of a very difficult control program. In spite of 
the pressure of work, the regional NPA offices have assigned staff 
members to meet with construction-industry groups all over Califor- 
nia to talk out the problems encountered by the industry. In return, 
we believe that the construction industry has shown an unusually 
responsive cooperation. 

Under present conditions most contractors must plan their opera- 
tions a number of months in advance of actual construction and pro- 
cure some materials several months before they are actually used. 
Because of this, short cut-off dates for fabrication of metals used in 
construction and rigid inventory controls are particularly burden- 
some. The construction of vitally needed facilities in California, 
such as schools, hospitals, water-supply and sanitation facilities, etc., 
could be very seriously interrupted by the necessity for redesigning 
these faciilties to reduce the use of steel or to comply with end-use 
orders on various metals. We recommend very strongly that either 
one or both of the following policies be adopted : 

(a) In the case of materials used in construction, that the cut-off 
dates be established, wherever possible, 6 months in advance of the 
effective date prohiibting further instailation. 

(6) That authority be given to the regional NPA offices to grant 
exceptions on end use of manufactured materials and on inventory 
quotas where strict compliance might seriously delay the construc- 
tion of vital facilities or work undue hardship on individual 
contractors. 

Another problem of interest to small proprietors in the construction 
industry concerns the Consolidated Synopsis of Contract Award 
Information, which is published weekly by the United States Depart- 
ment of Commerce, copies of which are attached and marked “Exhibit 
A and B.” This synopsis was first published in an effort to broaden 
the distribution of defense contracts to subcontractors. Exhibit A 
was one of the earlier issues and has proved to be of immense value to 
everyone interested in subcontracts. Recently, however, these publi- 
cations have taken the form of exhibit B. You will notice on exhibit 
B that both the quantity of units and the dollar volume of the awards 
have been omitted. Lack of this information renders the entire pub- 
lication practically useless for the purpose for which it was intende:. 
Nagotiated contracts should also be listed in the Award Synopsis. 
They contain a very important portion of current procurement 


information. roped 
In general, the limitation of certain types of construction (M-4) 


will produce savings in material with less confusion, less disruption 
of the industry, and with much greater simplicity of administration 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 779 


than other types of controls (inventory, manufacture, and end use). 
The more complicated controls applying to inventories and specific 
materials are very difficult for the he g proprietor to keep up with 
and to understand, and there will no doubt be a very substantial 
amount of unintentional violation of these controls. Since the addi- 
tional saving of materials, other than that accomplished through the 
M-4 type of control, is relatively insignificant, we analy, that 
serious consideration be given to the exemption of contractors from 
the other types of controls which may be necessary in other industries. 

The Cuairman. Thank you, Mr. Kirby. Mr. Multer. 

Mr. Murer. No questions. 

The Cuarrman. Mr. Hill. 

Mr. Huw. No questions. 

The Cuarmman. Your next witness, Mr. Ringrose. You have a 
Mr. Oildie here too. 

Mr. Rincrosr. No; he is in another portion of your program. 

Mr. Muurer. He was on our program yesterday and didn’t respond, 

Mr. Oppm. I am here, but I was told I was to come on after Mr. 
Johnson. 

The Cuarmman. Mr. Ringrose, will you sum up and give us the 
recommendations of your group? 

Mr. Rinerose. I will be very brief, and I will ask you to allow Mr. 
Johnson to file a written statement which would be No. 1. No. 2, 
obviously, because of the increased population of the State of Cali- 
fornia our people must have relief. They must have the facilities 
necessary to maintain a decent civilized standard of living. Certain 
States in the Union do not have the increase in population that we 
do. You can suspend construction for them, but our people have been 
falling behind since 1940, They must be taken care of. Our children 
must have schools, recreational facilities, banks, the grocery store 
on the corner, the drugstore. These things are obvious, they are 
necessary to any economy in any community on the Main Street in 
the United States of America. Those are the things that we are 
fighting for. Ihave nothing further to say. 

The Cuamman. Mr. Johnson, in behalf of your group do you have 
any specifie questions to ask the representatives of Government who 
are here at this meeting this morning? 

Mr. Jonnson. No, sir. 

The Cuairman. On the whole, as I understand it, you have received 
pretty good cooperation ? 

Mr. Jounson. Excellent, sir. 

The Cuamman. Thank you very much. Mr. Multer. 

Mr. Muurer. This is not in the nature of a question but in the na- 
ture of a statement that I think your industry might be guided by. 
Much that you and your colleagues have said to this committee today 
should have been presented on your behalf before the Banking and 
Currency Committee of the Senate and House when they were con- 
sidering the defense housing bill and Defense Production Act. We 
were deluged, at least I was, with correspondence from people in 
California opposing much that was proposed in the Defense Produc- 
tion Act and almost all of the Defense Housing Act. I think when 
the Banking and Currency Committee of the House starts hearings 
on the amendments to the Defense Production Act you ought to have 
a representative there to present your views which are contrary to a 
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lot that has been told to our committee on behalf of Californians thus 
far, and I think you ought to circulate among your members a list 
of the members who voted against the Defense Housing Act or at 
least against the rule to bring it before the House. Much of that act 
would cure a lot of your troubles, a lot of the troubles of your industry, 
and I think you might contact those who opposed bringing it before 
the House for action, or at least for debate on the Defense Housing 
Act which, as I say, would cure much of your trouble. Thank you, 
Mr. Chairman. 

Mr. Hirt. I would like to ask a question that bothers me consid- 
erably. You heard the testimony yesterday ? 

Mr. Jounson. Yes, sir. 

Mr. Hixt. It is hard for us to keep in mind what we heard yester- 
day when your testimony is quite different. Up at Fresno, I think, 
two gentlemen testified that the way it looked they might have a lot 
of empty houses. How do you account for that? 

Mr. Jounson. Mr. Congressman, with an increased population of 
85 percent 

Mr. Hixi. Where is this increase? You get me all confused. I am 
not asking for anybody else: I am asking for myself. Tell me, when 
a man testified that one section of California is going to have empty 
houses, and you say they are going to be living in the streets, how do 
you reconcile those two points of view’ Can’t you move them around 
a little and even them up? 

Mr. Jounson. You can’t move them from Richmond to Fresno. 

Mr. Hitx1. You don’t want people to build houses in Arkansas be- 
cause they might lose a Congressman or two. I think I am the oldest 
man on this committee in point of service in the House. I would like 
to have you answer that. I am asking you for myself. What would 
you say if you were in my position? That is the question. 

Mr. Jounson. Just tell me the population of Mississippi. It didn’t 
increase 85 percent in a 20-year period. 

Mr. Hut. Then you would put a little guard on the borders of 
Mississippi and say, “You can’t build any houses here.” 

The Cuarrman. There is no current question. 

Mr. Jonson. You have me at a distinct disadvantage, because you 
are an old hand at this business, and I am not, and I represent the little 
people here. 

Mr. Hutt. The confusion gets more confounded here in California. 

Mr. Jounson. Our population has increased 85 percent, and we have 
got to have some place for those people to sleep, and because 1,500 
people leave Fresno that doesn’t obviate the fact that the fastest 
growing community in the United States is Richmond, Calif., for 
instance. You have got to have some place to put those people. 

Mr. Hix. You mean to say there is no way to move out of these 
concentrated centers in California? Who is to blame for that? 

Mr. Jonnson. We have been fighting a war in Korea, and this is a 
shipping port. 

Mr. Huw. You are talking about this city. 

Mr. Jounson. The whole bay area. 

Mr. Hitz. How about Fresno and northern California? -You call 
California San Francisco, and that bothers me. I am going to fly 
almost as long in the air to go to Los Angeles as I did from Denver 
to San Francisco. 
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Mr. Jonnson. I apologize for the size of the State, but there is noth- 
ing I can do about it. 

r. Huu. I think you ought to apologize for the fact that you are 
bringing the people into concentrated areas. 

Mr. Jounson. It is nicer to live in California than Arkansas or 
Mississippi. 

Mr. Hitz. That is the trouble. Your chamber of commerce may 
' 7 blame. How about quitting advertising that it is a nice place to 

ive 

Mr. Jounson. You can't shut the sun off. 

Mr. Hitt. You doa pretty good job with the fog. Isay you have got 
the same problem we have in my district, where they are going to 
move down to one little section. Are we going to cry to the Federal 
Government? That is what the good gentleman from New York 
says. You are looking at a fellow that voted against this, because 
it had a lot of things that I thought caused this very thing you have 
here in California—people moving into the more congested areas. 
What are you doing to spread these things around a little’ You know 
what your trouble is—too many people coming into this area too 
quickly. You were not ready for them, but they left behind them 
homes and empty houses. 

Mr. Jounson. You don’t need any homes back there. 

Mr. Hiti. The testimony showed they would be empty if you didn’t 
look out. I don’t know how far your distances are out here. I haven't 
any idea how far it is to Fresno. 

r. Jounson. From her to Fresno is 230 miles. 

Mr. Hut. It is all good humor. 

Mr. Mutrer. Mr. Rringrose, I am not going to get into a political 
discussion with my distinguished elder statesman representing the 
other major party of this country, but I think we must realize that our 
country is going to continue to grow, and it is going to grow in the 
municipal areas, and what are now small towns eventually will be big 
cities, because that is the tendency: People are going to move to larger 
communities. They are going to find work in larger communities, 
and we will have to find houses for them, even though in place in Cali- 
fornia and Colorado there will be some empty houses. 

We have got to take care of the people where they are working, and, 
if this defense effort is going alle eeaaeintal we will have to find 
places for the working men and women to live. What gives me cause 
to gripe is that California needs so much attention and needs so much 
help in San Francisco, in San Diego, in Los Angeles, and in other com- 
munities that are growing up and become large communities, yet, 
your Representatives are not presenting your story in Congress. The 
story you have given us here and your colleagues have given to us 
I have gotten from every large part of the country as a member of the 
Banking and Currency Committee of the House. Mr. McKinnon has 
been deluged. Who are opposed to these programs and opposed to 
giving you any help? Unless you get your message to your own Repre- 
sentatives, you are not going to get the help you need. 

Mr. MoKrxnon. You mean et oe hear ewe ff tatshn and business groups 
and not congressional representatives ? 

Mr. Mvuurer. I mean congressional representatives other than Con- 
gressmen McKinnon and Shelley. 
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Mr. Jounson. We will endeavor to get that message to our people 
in Congress. If private industry is given the right of credit and 
given the opportunity for homes, they will provide the homes with- 
out Uncle Sam building homes for us. 

Mr. Murer. Uncle Sam doesn’t want to do the job where private 
business is able to do it. 

Mr. Jounson. We can do it if we have the materials. 

Mr. Mutrer. That is provided for in the bill. 

Mr. Jonmnson. I will have to needle Mr. Havens. 

Mr. McKtwnon. He is doing a good job. 

The Cuarmman. Mr. Ringrose, of course, we recognize the fact 
that California is in a most difficult position as far as population 
rrowth is concerned, but, speaking for the committee, we have en- 
joyed your testimony and the testimony of your colleagues, and, 
speaking as a Democrat, I want to inform you that this is a non- 
partisan committee. 

Mr. Hix. Certainly. 

Mr. Rinerose. Thank you, sir. 

Mr. Jounson. Thank you. 

The Cratrman. Mr. Oddie, will you brief your statement down to 
5 minutes ? 


STATEMENT OF RICHARD M. ODDIE, SMALL BUSINESS ADVISORY 
SERVICE, BANK OF AMERICA, SAN FRANCISCO, CALIF. 


Mr. Oopvre. My name is Richard M. Oddie. I am in charge of the 
Bank of America’s small business advisory service. My work keeps 
me in constant contact with small-business production, management, 
and marketing problems. 

Because Bank of America has always been the small-business man’s 
bank, we have a widespread and continuous contact with California 
small-business men through our State-wide system. The extent of 
the complete banking service we provide for all our customers is 
indicated in a checklist of Bank of America services which we submit 
as exhibit A. 

Our fundamental aim is to provide service for the many, rather than 
the few. In 1950, we made an estimated 2,470,000 loans of all kinds, 
for an estimated total of $4,384,000,000. At the end of the year, an 
estimated 2,212,000 loans were outstanding on our books. This total 
was composed of 116,000 commercial, industrial, and agricultural 
loans: 528,000 loans to assist people to purchase or improve their 
homes or other real estate; and 1,568,000 loans to individuals and 
small-business enterprises. These figures are taken from our annual 
report for 1950, which we submit as exhibit B. 

A detailed description of the way in which we provide the small- 
business man with the banking, loan, and advisory service which he 
needs and should have, is contained in an address by Mr. E. A. Matti- 
son, executive vice president, Bank of America, N. T. & S. A. entitled 
“Financing Small Business—Banking’s Mid-Century Challenge,” 
which we offer as exhibit C. 

Present conditions in the small-business field are very disturbing. 
Every type of business has its own particular problems. Tn a grow- 
ing State like California, some of these problems can become quite 
acute. For information on California’s growth, we offer exhibit D. 
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The successful small manufacturer must utilize every bit of the 
skill and ingenuity he possesses if he is to survive. He must live with 
Government controls; he must learn to pick up job work wherever 
he can; and he must hope and pray that some subcontracts carrying 
DO ratings will come his way because, unless he is very fortunate, 
he is no longer able to obtain raw materials for his ordinary civilian 
production. 

This situation is rapidly spreading throughout California. There 
are large areas in which small shops and plants are threatened with 
shut-downs because they cannot get steel, aluminum, or whatever other 
metal they may have been using. They cannot get military procure- 
ment work either, because they are too small to bid on prime contracts, 
or their area has received no prime contracts, or if it has the prime 
contractors are either not st ante A any of the work or else 
are very slow in getting it out. 

That is why we favor an immediate allocation of raw materials in 
amounts sufficient to permit small business to survive until the con- 
version period is over and the military procurement work starts 
trickling down to their level. 

Small business must not be stranded high and dry without mate- 
rials or subcontracts. 

This is an acute problem today. We know because our small busi- 
ness customers are not applying for any great number of loans to 
finance military contracts or subcontracts. 

We recently checked 40 industrial area branches and asked them to 
tell us how many loans of this type they had made since July 1, 1950; 
28 of the 40 (or 70 percent) had made some loans, but 12 of them 
(or 30 percent of the sample group) had not made any because they 
had not received any requests. Why? Because their customers had 
not yet succeeded in securing any military work carrying a DO rating. 

The 28 branches in war-contract areas reported 372 prime- or sub- 
contract loans totaling some $48,800,000, 

Eighty-six percent of these reported loans were for less than 
$100,000. 

Seventy-three percent were for amounts of less than $25,000. 

Twenty percent were for amounts of less than $10,000. 

Thirty-five loans were for amounts ranging from $100,000 to less 
than $500,000. 

Seventeen loans were for amounts ranging from $500,000 to over 
$15 million. 

As one of our managers said: 

The general opinion among manufacturers in this area is that the Government 
contracts are channeled to the large manufacturers and that the smaller-business 
men are not getting their share, nor have they been given the opportunity to bid. 

In support of this view, we submit exhibit E, Bank of America 
Branch Managers’ Comments on Military Procurement Problems. 

But even when they do secure prime or sub contracts, California 
small-business men still have problems—they have to finance the work 
they have undertaken. One of our managers outlines this situation 
in these words : 

We have requests almost every day for loans to contractors who have obtained 
military prime contracts or subcontracts. In most instances the concerns are 
undercapitalized and are attempting to complete contracts far larger than they 
have ever handled before. 
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We submit exhibit F—Bank of America Branch Managers’ Com- 
ments on Needs of Underfinanced War Plants. 

When this same situation came up in World War II the system of 
federally guaranteed or V loans was set up. These loans were made 
by commercial banks up to 90 percent of the face value of the contract 
and worked out well, until the General Accounting Office ruled a year 
or so ago that the Government could look to the land bank for repay- 
ment of any unsatisfied claims which it had against the borrower for 
income taxes, social-security taxes, or renegotiation claims. 

This ruling has naturally discouraged banks from making these 
loans in the amount and number which circumstances seem to require. 
We understand that an amendment to the Assignment of Claims Act 
is now being prepared and will shortly be introduced in the Congress. 
When it is we hope that you and your committee will give it your 
strongest support. 

(The following were submitted for the record by Mr. Oddie :) 


Exuisir E 


BANK OF AMERICA BRANCH MANAGERS’ COMMENTS ON MILITARY PROCUREMENT 
PROBLEMS OF SMALL MANUFACTURERS 


“It is the general opinion of manufacturers in our area concerning the over-all 
military procurement situation that orders have not been placed in this area in 
the volume anticipated or in proportion to the facilities available. It is unques- 
tionably true that many of the contracts have been placed with firms who are 
sufficiently sound financially that bank credit has not yet been required. It is 
also true that there are many firms engaged in metal processing of different types 
that were geared to supplying materials related to shipbuilding during World 
War II. These firms, generally speaking, have not received orders of any 
consequence. 

“On checking with the division of the Chamber of Commerce that has been 
endeavoring to assist manufacturers in this area to obtain Government orders, 
the opinion has been expressed that orders placed by the Government to date 
have been largely in the East and that this area has not yet received orders in 
the volume anticipated or in the volume that can be reasonably expected in the 
future.” 


“A discussion with two of our friends having experience with this business 
indicates that they feel that the procurement program is still suffering the 
effects of organization pains.” 


“I have talked to quite a number of manufacturers who during World War II 
did considerable work for the Army and Navy and who, to date, have been con- 
tacted by the procurement offices of both branches of the services with a view 
to lining up their plants to take on Government contracts in connection with the 
present mobilization program, Most of them have the same complaint, and that 
is the general slowness of the services to getting around to actually letting the 
contracts, there apparently being some lack of coordination between the procure- 
ment offices on the coast and headquarters in Washington.” 

“The effect of defense work has not as yet hit this section with its full force, 
and it is reasonable to expect that as time passes many of our small shops and 
industries will be engaged in this type of work and that we shall be called upon 
to do financing for some of them.” 


“As of this date, none of our customers have approached us for loans to assist 
them in procuring military contracts. ° 

“We have several small manufacturing establishments who might be in a 
position to perform some subcontracting if they were able to line up with the 
right type of work.” . 

“While a number of our branch customers are closely following the poss‘bil 
ities under the mobilization program, apparently the results of contracts actually 
let to date have not been felt at their level to any appreciable extent. 
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“As this program moves along we will, undoubtedly, become much more active 
in assisting military contractors and subcontractors and before long should 
be in a much better position to furnish information along the requested lines.” 


“Among the substantial firms who are in a position to act as prime contractors 
there is little concern over the over-all military procurement situation.” 


“Up to the present time there has been very little military work in our dis- 
trict. It all appears to be in the future. Many companies are talking about 
this type of work but to date have not gotten any Government contracts.” 


Exuisir F 


BANK OF AMERICA BRANCH MANAGERS’ COMMENTS ON NEEDS OF UNDERFINANCED 
WAR PLANTS 


“We have had a number of inquiries from small firms who are more or less 
new and who are attempting to secure subcontracts and most of them have 
indicated that they are having a great deal of difficulty securing contracts, 
particularly from the airplane manufacturing firms and the expected flow of 
cortracts has so far not developed. Nearly all of these subcontractors feel that 
there should be some procedure, similar to the V loan procedure, whereby some 
financing could be properly secured based on subcontracts.” 


“As you may recall, our branch is located in an industrial area and as a 
result there have been a number of inquiries with respect to Government con- 
tracts, etc. Most of the stories we have heard to date with respect to prospective 
bids on contracts are far beyond the financial ability of the manufacturer to 
handle. No one seems to have the answer, and a good many have adopted the 
theory of waiting to see how the over-all picture develops before going too far 
in bidding on Government jobs.” 


“Several of our nonborrowing customers have priority rating which permits 
the purchase of materials needed. Aircraft manufacturers furnish materials 
and our customers do the work and assembling. The material is on consign- 
ment so they have no trouble in securing the parts. Our largest problem is try- 
ing to take care of companies which are under capitalized. They are requesting 
loans which we cannot grant as statements do not warrant unsecured loans.” 


“In addition to the loans and commitments reported below, we have had a 
number of inquiries from firms and individuals, all of whom wished information 
as to how the bank could assist them in performing under prime or subcontracts. 
A large number of these inquiries were, of course, very tentative in nature and 
from firms hoping to obtain contracts. Our officers have spent considerable 
time with a number of these people on the subject, explaining ‘he various meth- 
ods of financing, with particular emphasis on regulation V loans.” 


FINANCING SMALL BUSINESS——BANKING’S MIDCENTURY CHALLENGE 
(By E. A. Mattison, executive vice president, Bank of America, N. T. and S. A.) 


The challenge to which I refer is that presented by the necessity of finding a 
way for private banks to supply all the legitimate credit needs of small business, 
particularly very small business. It is evident that the increasing pressure 
for solution is going to result in something being done—either the current pro- 
posal for an insured loan plan, or perhaps the capital bank program. The real 
$64 question is, “What can private banking do about it?” 

There is no surer way of securing a sympathetic audience than to propose 
aid to small business. But despite all outside efforts, it is usually the little 
fellow who helps himself most by supplying the first requisites for success as 
an entrepeneur: The will to win. Stick-to-it-iveness, intelligence, and ingenuity. 

From my experience, I would say that the best way to help him is to give 
him what he is entitled to. If he is destined for success on his own, he doesn't 
want anything more than that. But sometimes he has a hard time getting 
what he is entitled to when it comes to bank credit, and that is unfortunate 
in many ways; first for him, of course, but also for the banking fraternity and 
the public in general. 
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But what is a “small business”? 

There is where the confusion starts, because the President, the Congress, the 
Federal Reserve bank, the Department of Labor, the Department of Com- 
merce, the Bureau of Internal Revenue, the SEC, and a number of other authori- 
ties have each tried to develop a practical and workable definition. So far, 
however, no one has come up with a completely satisfactory answer to the 
question. 

The reason is easily understood, as a business that is relatively small within 
its own field—say a manufacturing plant with 500 employees—is a giant com- 
pared to a little machine shop with half a dozen employees, a family-owned 
grocery store, or a one-man service station. 

For this reason, the viewpoint that seems most logical and which has the 
widest popular acceptance is that taken by the Department of Commerce, which 
sets up separate definitions for each major business classification. By their 
standards, a business is “small” if it is— 

A manufacturing plant with less than 100 employees. 

A wholesaling operation with annual sales of less than $500,000. 

A retail store with annual sales of less than $100,000. 

tut no matter what definition we use, sooner or later we realize that we must 
get down to bedrock, to the millions of small enterprises that are collectively.the 
foundation of our whole American way of life. Whether these are one-man 
shops, partnerships, family enterprises, or small corporations is beside the point— 
the fact remains that we have several million small business operations that 
present us with our midcentury challenge. 

I said it was unfortunate for all concerned, directly or indirectly, when a 
small-business man could not obtain the bank credit to which he was entitled 
on the merits of his statement, character, experience, and all the other elements 
essential to a sound credit. Many of you will say with perfectly righteous 
indignation, “Anyone with those qualifications would get all the credit he was 
entitled to in our bank.” 

It is at this point that the conflict of opinion starts, because a great many 
small-business men obviously do not get the credit to which they think they are 
entitled from their banks. This is the reason for the continued demand for new 
and special financing facilities for these small enterprises. It is apparent that 
their credit needs are a stumbling block to many banks who want to help but 
find that the customary limitations of unsecured commercial accommodations 
will not provide this class of borrower with the kind of credit he needs. 

The several types of credit necessary to accommodate manufacturers, whole- 
salers, and retailers vary considerably. The small retailer and service business 
present an especially difficult problem. I am referring here to what Dr. Kaplan, 
the Brookings Institution economist, agrees are really tiny business, where sales 
are considerably less than $100,000 a year. These concerns, however, represent 
numerically the largest section of small business, and, in my opinion, the one most 
in need of attention. Manufacturers and wholesalers can generally be taken care 
of by accounts receivable financing or commodity loans—all too frequently by 
finance companies rather than by banks. The tiny retail and service busi- 
nesses usually have to be treated on a character-loan basis. Such loans are 
generally considered to be too risky and too expensive to handle. However, that 
is the real challenge: to find a way to accommodate this large segment of the 
business economy safely and profitably. It can be done because it has been 
done, but, strangely enough, primarily by large banks. Here we have a perfect 
example of the interdependence of big business and little business. 

Manufacturers rely on small business, and even on very small, or tiny busi- 
ness, for many of the parts required for their finished products. In the case of 
automobile manufacturers, these suppliers number into the thousands. In the 
wholesale field—food, for example—the wholesaler depencs upon many thousands 
of small outlets, and to insure their existence he provides them with the latest 
ideas in efficient merchandising. A notable example of big business sharing its 
know-how with small business is the completely integrated program of the Reid 
Murdoch Division of Consolidated Grocers Corp. 

Perhaps as these sound, constructive programs on the part of big business 
to aid small business become better known, some of the current feeling in certain 
quarters about the badness of bigness will disappear. At least it is a-record of 
which big business can be justifiably proud because of its farsightedness in con- 
tributing time and effort to maintaining a truly free enterprise system. 

There are many Government officials who are aware of this situation. None, 
to my knowledge, is better informed or more sincerely interested in helping to 
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improve the economic climate for all business than the gentleman who spoke 
earlier today—our distinguished Secretary of Commerce. While he was in San 
Francisco on his recent survey trip, I had the privilege of spending a sufficient 
amount of time with the Secretary to understand his point of view, his aims, and 
his objectives. I can assure you gentlemen that the bankers and businessmen of 
this Nation are most fortunate in that this vital office is held by a man of such 
preeminent qualifications, possessed of such a forthright spirit; a dyed-in-the- 
wool American who is absolutely convinced that our system is not only the 
best, but that it will continue to be the best. 

I know he is anxious that the solution of the problem be found by private 
banking, and therefore it may be well to give the insured business loan proposal 
atrial. At least it leaves Government agencies out of additional direct lending 
activities; but we may as well face the fact that the insured loan plan, while 
unquestionably good in theory, won't work in practice unless all banks get 
behind it enthusiastically, which for some will mean a major change in policy. 

Dr. Kaplan high lights this situation in his analysis of the various Capital 
bank and insured loan plans which have been proposed, He says in part: 

“The financing of capital operations involves different psychology and differ- 
ent methods from those involved in the operation of a commercial bank for 
depositors. It requires personnel not inhibited by orthodox banking traditions.” 

The reason I say that bankers must pay heed to Dr. Kaplan’s very revealing 
comment is not hard to see when we examine the record of bank participation 
in other Government insured loan plans. 

A check of FHA operations made during the last half of 1947, showed that 
less than 20 percent of our 15,000 commercial banks were originating loans under 
the title I program. Actually, 67 tinance companies accounted for almost one- 
third of the total dollar volume of loans made during that period, while some 
3,000 banks were responsible for the remaining two-thirds—and this after the 
program had been in operation for over 15 years. 

We find an even darker picture in the insured GI business loan field. Here, 
too, there has been a failure to take advantage of an opportunity, because a recent 
inquiry as to the number of commercial banks which have made GI business 
loans revealed that less than 600 banks have made VA-insured business loans. 

These are good programs. They will both apparently be on hand for some 
years to come, and they certainly deserve more banking support than they 
have received. 

It is also apparent that no new program calling for insured loans to small 
business will succeed unless more adequate bank support is forthcoming. 

When my good friend, Walter French, asked me to speak to you, he said he 
felt that other banks might be helped by the experience our bank has had in 
dealing with the problems of financing all segments of small business. We are 
always happy to share any know-how we have acquired in this or any other 
tield, and to this end have provided a large number of banks with forms, adver- 
tising material, our experience ratios, and counsel and guidance to the extent 
that they were desired. Judging by the inquiries we have received, the most 
interesting part of our whole small-business program seems to be our term 
loans to small business. 

These are capital loans for commercial, industrial, or professional purposes, 
to individuals, partnerships, or corporations, for a maximum amount of $10,000, 
with maturities presently running from 1 to 3 years. They are secured or un- 
secured, depending on the type of business, and each is supported by a modified 
form of business loan agreement very similar to the agreements we use for 
larger term loans in the corporate field. Each term loan calls for a definite pro- 
gram of payments—monthly, quarterly, or semiannually—from expected profits 
of operation. 

An analysis of some 6,800 of these loans showed that 15 percent of them in- 
volved starting a new business, 35 percent related to buying an established busi- 
ness in whole or in part, and 50 percent were concerned with the purchase of 
equipment, additional inventory, an increase of working capital, or some other 
phase of the operations of a going concern. 

The analysis further showed that a guarantor was involved in 11 percent of 
the loans; 15 percent were in the GI category ; 31 percent were secured, morally 
at least, by a chattel mortgage on fixtures or equipment; while the remaining 
43 percent were completely unsecured, character loans in the strictest sense. 

So far as the type of business was concerned, 46 percent were retail, 39 percent 
were service or professional, 4 percent were wholesale, and 11 percent were 
manufacturing. 
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Our statistics go back to April 1945, the date on which we “packaged” the 
program and commenced an extensive advertising and promotional campaign on 
term loans to small business. Such loans have always been available in our 
institution, but from the time they were “packaged” they have been merchan- 
dised, The figures show that, from April 1945 to the end of November 1949, we 
made 26,478 term loans for a total amount of $89,532,603, or an average loan 
of $3,388. To date, $75,343,019 of this amount, representing 19,451 loans, has 
been liquidated in full and the gross charge-off, before recovery, is less than 
ninety-five one hundreds of 1 percent. Recoveries currently approximate 35 
percent. 

Our own plan, of course, was self-insured. This was a very simple operation. 
We set up a memorandum reserve of earnings in excess of 7.2 percent per an- 
num calculated against monthly outstandings. Our reserve, as of the end of 
November 1949, was $1,152,943. Gross charge-offs against it (before recovery, 
it should be emphasized) totaled $718,811, leaving a memo balance of $434,131. 

It has been, | think you will agree, abundantly demonstrated in the past that 
the fully qualified borrower performs just about as well in bad times as in good 
times, insofar as his ultimate repayment is concerned. This factor of reliability 
applies to large and small borrowers alike. So then it seems logical to conclude 
that in bad times the fully qualified small borrower will show up as well as the 
large borrower. In order, therefore, to secure the same results, all you have 
to do is to pick more qualified borrowers from among the small applicants. In 
this way, you go to more trouble and have a higher cost of acquisition, but this 
is counterbalanced by a wider spead of risk. 

There is no denying that, when you are dealing with smal! and newly estab- 
lished businesses, you are operating in an area where losses will result. But 
here again there is a solution, for if you follow the established banking prin- 
ciple that loan rates must be adequate for the risk and cost involved, you will 
necessarily establish a higher rate on these loans. The little fellow, or, for 
that matter, any borrower has no objection to paying his way, because any 
properly adequate rate on a term loan will cost far less than a partner's share. 

We have followed a policy of setting rates on a basis that would provide us 
with an adequate return for the risk and cost involved. Our installment credit 
loan department, 70 percent of whose $100,000,000-a-month volume represents 
loans and advances to small business, produces a far greater proportion of our 
gross interest earnings from loans than its share of our total loan portfolio 
would indicate. Installment credit loans represented 21 percent of our total 
loans, and produced 34 percent of our total gross interest earnings. The over-all 
loss ratio is extremely low. Since the inception of our time-plan program in 
1935, we have made loans of all types—including retail, wholesale, and rediscount 
financing—for a total of $6,080,101,000. 

The retail segment of this amount, which includes our small-business loans, 
is made up of 7,809,681 loans totaling $3,013,154,327, or an average loan of 
$388, on which gross charge-offs in relation to liquidated balances totaled only 
twenty-eight one-hundredths of 1 percent. After recoveries, the net loss was 
less than twenty one-hundredths of 1 percent. 

Perhaps this record, and the record of other west-coast banks offering a com- 
plete banking service, accounts for Secretary Sawyer’s observation as reported 
in the American Banker for December 29: 

“Small-business men cite difficulty getting loans, Secretary Sawyer reports.” 

The article went on to say: 

“With the exception of the west coast, small-business men complained of 
‘diffieulty of securing loans,’ Charles Sawyer, Secretary of Commerce, reported 
to the White House today after a 15,000-mile across-the-Nation survey.” 

The fact that the west coast has a highly diversified economy, with State-wide 
branch banking available throughout the territory, would seem to indicate that. 
were branch banking available in other similarly diversified areas, the same 
results might be expected. 

The record and the figures I have just given show what can be done. How to 
do it is the problem. In my opinion, it is only necessary that your management, 
from the very top to the bottom, be convinced of the necessity, safety, protit- 
ability, and desirability of a small-loan program. With the policy firmly estab- 
lished, the rest is a matter of suitable personnel trained to handle the eperation. 
Term loans for small business, like all installment loans, should be handled by 
people with a definite liking for the activity and the occasional trouble involved. 
And, above all, they should have a sales-minded approach because that is abso- 
lutely essential to this type of operation. 
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The remaining necessity for a successful program is an advisory service, 
because while adequate capital is essential for the sound development of any 
business, management is still the priceless ingredient, Our investigations and 
the investigations of many others who have studied the field show that most 
business difficulties, and particularly those of small firms, are due to the mis- 
takes of inexperienced management. We therefore established an advisory 
service in 1946 to gather and distribute information on various phases of small- 
business operation. 

In addition to preparing our information digests—brief and factual pamphlets 
on various types of business, for which we have so far received over 200,000 
requests—the service cooperates with chambers of commerce and trade associa- 
tions in promoting the interests of small groups. Continuous contact is also 
maintained with the United States Department of Commerce, the California 
State Department of Education, schools, colleges, and universities in order 
to aid in developing programs to help small business. 

There are only a few of the things our advisory service is doing, but I think 
they illustrate the point that it is just as important to help the little fellow 
with management information as it is to provide him with the financing that 
he requires. We recommend that you include such a service in your plans and 
that you advertise it, merchandise it, and get credit for it. 

In conclusion, may I say this on behalf of small business: it is here to stay; 
it has survived and thrived from the earliest days of our country. Wars, booms. 
depressions—nothing has stifled the desire of millions of Americans to own 
their own business. 

Dun & Bradstreet’s records confirm the durability of small business. Back in 
1870, their reference book listed the names of 427,000 business firms, 1 for every 
91 people in the United States, or 11 firms per 1,000 population. Eighty years 
have gone by since then. Now, Dun & Bradstreet lists 2,700,000 firms, 1 for every 
56 people, or 18 firms for every 1,000 of population. And at least two-thirds 
of even these listed firms are the small businesses we have been talking about. 
This is a demonstration of faith, and of the strength of the desire which so 
many people have for a business of their own. This is part of our national 
life—it is the very foundation of the system in which we take such pride. 

But as bankers we must do more than just admire free enterprise; we must 
do our part to make it work. There must be a conscientious endeavor to broaden 
bank services to provide for the needs of all, no matter how small the need 
may be; from the school saver or 4-H Club member to the largest corporation. 
We must take care of them all for they are all part of the great American 
heritage—freedom. 

One of the best ways to broaden bank services is through the medium of the 
term loan I described which would make it possible for you to serve one of 
the most vital elements of the American economy—the little fellow who wants 
to help himself. To operate in this field successfully you need only four things: 

1. Diversification. 

2. Volume. 

3. Adequate rates. 

4. An enthusiastic desire to do the job. 
Whatever tools in the form of new plans or devices are necessary must be 
provided and then used by more banks. Banks must provide for all the legiti- 
mate credit needs of small business, no matter how small or how specialized, 
Failure to do this can result only in more direct Government lending. 

This is banking’s midcentury challenge—we must not fail. 

Mr. Oppiz. The retailer is confused with the complexity of OPS 
chart requirements which he must complete by a certain deadline. 
We have heard from our good friend in the contracting and service 
industry. The smal] manufacturer is the man on the spot today. He 
is stranded. On the one hand, no raw materials; on the other hand, 
no orders. We know this problem is acute. 

We recently checked a number of our industrial area branches to 
find out whether or not small-business men, medium-sized ones, and 
large ones were applying for any number of loans to finance military 
contracts or subcontracts. We picked 40 areas around San Francisco 
Bay and our great Central Valley and Los Angeles and around San 
Diego and asked them to report the number of these military procure- 
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ment loans which they had made since July 1 of last year; 28 of the 
40) or 70 percent had made some loans, but 12 of them or 30 percent of 
the sample group had not made any because they had not received 
any requests. Why? Because their customers had not yet succeeded 
in securing any military work. 

Now, 28 branches totaling some $48,800,000, 80 percent of these 
were for less than $100,000; 73 percent were for less than $25,000; 
20 percent were for less than $10,000; and the smallest was $300. We 
had 35 larger loans ranging from $100,000 to under a half million, 
and we had 17 loans that ranged from half a million to over 15 mil- 
lion. The over-all spread was $300 to $15 million. 

In support of the view that small-business lip service is not enough 
by various agencies. The intention must be supported by the direc- 
tive. Our good friends in the service in the procurement offices can- 
not do what they have not been told to do. I think that the ultimate 
solution lies in a form of action which will set up a mandatory device 
by which small business will be taken care of. 

When the small-business man does secure a military contract or 
subcontract, his problems are not at an end, because he has to finance 
the job. One of our managers outlines the situation we see every day 
in these words: 

We have requests for loans to contractors who have obtained military prime 


contracts or subcontracts. In most instances the concerns are undercapitalized 
and are attempting to complete contracts far larger than they have ever handled 


before. 

We submit exhibit F. When this situation came up in World War 
Il, it was met by V-loans, These loans were made by commercial 
banks when the military had guaranteed payment on the basis of a 
firm contract. They were made for up to 90 percent of the face value 
of the contract, and they worked out very well until a year or so ago 
when the General Accounting Office upset the applecart by ruling 
that the Government could look to the lender bank for the repayment 
of any unsatisfied claims which the bank might have against the bor- 
rower for social-security taxes or renegotiation. This ruling has dis- 
couraged the bank from making loans in the amount and number 
which the circumstances seem to require. We understand an amend- 
ment to the Assignment of Claims Act is now being prepared and 
will shortly be introduced in the Congress. We hope that your com- 
mittee will give it your strongest support. 

The Cuamman. Mr. Multer. 

Mr. Muurer. I would like to see some bank representatives pre- 
sent to some committee of Congress one of these days the statistics 
on the numbers of loans applied for and not granted to small busi- 
ness. I appreciate that your bank is a bank of small business, but if 
we are really to determime what should be done for small business 
in the way of financing, we ought to have the statistics on how many 
small-business men go to banks and do not get their loans. 

I am fully familiar with the fine job that was done by the banks 
with the V-loans. Before we take any further action or make recom- 
mendations we ought to have that information, too. 

Mr. Ovpre. There are many small-business men whose desire to 
serve is somewhat greater than financial capacity. We can intro- 
duce at one of your later meetings a great many case histories. They 
will have to be anonymous, because they come to us under the seal of 
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business confession. They point up the problem dollarwise as to what 
the net worth and working capital is in proportion to the need for tak- 
ing care of the job. The requirements of the national bankers, the 
Comptroller of the papa 5 and the Federal Reserve Board make 
is impossible for us to go all the way. We have to make loans that 
are backed up to some degree by some working capital. 

Mr. Mutrer. Either working capital or Government guaranty ? 

Mr. Oppie. The V-loan is a very satisfactory way of working that 
out. 

Mr. Mutrer. If you were not a banker, any man who has a good 
plant and labor facility should be permitted to take a contract from 
the Government where his money is guaranteed and somebody ought 
to help him to do that job. 

Mr. Oppre. We agree with that. 

Mr. Mutter. It is only a question of having ample security behind 
the loan so the lender will be assured of getting his money back. 

Mr. Oppie. Under the Defense Production Act, title 302, there is a 
provision for direct loans by Government. The application form for 
that, which is rather voluminous—and I will introduce it as an ex- 
hibit, if you don’t mind—is one of the most difficult things possible 
for a small-business man to fill out. The application for a V-loan 
has 33 separate provisions. The application for an RFC loan has a 
great many provisions and calls for an elaborate accounting study, 
but the applications that we use, one page both sides for the large 
borrowers and a special one for our small borrowers, are simplicity in 
themselves, and it makes it easy for the borrower. 

Mr. Murer. Have you or anyone on behalf of the banking fra- 
— suggested to the Government agencies simplication of their 
forms 

Mr. Oppre. We have suggested it many times, and many of the 
assocations have taken it upon themselves to make their appearances 
before appropriate agencies. But somehow you have got a little 
wrench in the machinery. 

Mr. Muurer. Maybe this committee can recommend getting it out. 

Mr. Oppre. I hope so. 

The Cuarrman. Thank you, Mr. Oddie. Mr. Ken Moelter. Mr. 
Moelter, can you complete your testimony in 5 minutes? 

Mr. Moevrer. With your permission I will cut it shorter than that 
to allow my time to be given to the Oakland Chamber of Commerce. 

The Cuarrman. Is this person on the list ? 

Mr. Moetrter. In the letter I stated that I was representing a group, 
and he is the chairman of the committee. 


STATEMENT OF KEN MOELTER, MANAGER, MANUFACTURERS 
DIVISION, OAKLAND CHAMBER OF COMMERCE 


Mr. Moevrer. My name is Ken Moelter, manager, manufacturers’ 
division, Oakland Chamber of Commerce. 

The Cuarrman. Could you take the whole 5 minutes? Do the best 
you can. 

Mr. Moe.ter. I am only going to take 2 minutes, and Mr. Segertson 
is going to take the balance of the time. I am going to brief things 
that have come to our attention through the 550 firms that we repre- 
sent, the manufacturing firms, and I wish to state at this time that we 
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are entering constructive criticism. We have had the full coopera- 
tion of all the local procurement officers who have held meetings in 
which they have taken their time to explain the procurement set-up 
to some 300 people at various times, but these are the things that we 
would like to see cha F 

The Department of Commerce puts out this daily consolidated 
synopsis. It is a very fine publication and very helpful to the firms 
in our area. But unfortunately, the time lag between the receipt of 
these synopses and the bid opening date is such that it makes it im- 

ossible for our manufacturers to write back, get the information, the 
lueprinis, specifications, et cetera, and figure out the bid and have it 
there in time for the opening date. 

We suggest that reference copies of each and every bid be filed at 
one central office such as the Department of Commerce in which these 
manufacturers in the event they could find something that they could 
possibly manufacture they poss check the specs to find out without 
taking the time which is normally about 7 to 10 days, to get this in- 
formation out here. 

I would like to state a couple of examples. We have two firms— 
Oliver Tire & Rubber and Millsbury Manufacturing—that it took 
them 10 days to get the bid. They received the bid on a Friday after- 
noon. The bid opening was in Chicago 10 o’clock Monday morning. 
They kept their staff over the week end and mailed the bid in. In the 
other case of Oliver they got notification of the bid. They saw that it 
was impossible for them to render their bid in time for the bid ee 

? 


They wired the procurement office and asked that their bid be accept 
or to hold off the bids. They naturally received the refusal. 

The weekly awards that come out, which up to 3 weeks ago proved 
very beneficial to subcontractors, that listed the item and the dollar 


volume, for security reasons, it is unknown why, they have lopped off 
the dollar volume. It is XYZ for shackles. You don’t know whether 
it is $5,000 for shackles or $500,000 worth of shackles. It eliminates 
the possibility of these subcontractors contacting these firms. They 
don’t know whether they can complete it or not. 

We have noticed from the consolidated synopsis that more and 
more negotiated bidding is taking place. We would like to have listed 
at some office these bids that are being negotiated especially in the 
immediate area so as to give an opportunity for all of our manufactur- 
ers to have a chance to be in on the negotiation. 

The only other thing I have to say is about the NPA. We would 
like to see set up in the NPA a degelation of authority whereby to 
get a ruling on a case you don’t have to go to Washington and wait 
3 or 4 or 5 or 6 weeks for a ruling; in the meantime you are out of 
material and things of that nature. Under the old WPB they had the 
authority to rule on cases of materials. Presently, you have to go to 
Washington. 

That is all Ihave. Mr. Don Segertson will take 3 minutes. 


STATEMENT OF DON SEGERTSON, SMALL WORK MANUFACTURING 
CO., OAKLAND, CALIF. 


Mr. Sreeerrson. My name is Don Segertson, Small Work Manu- 
facturing Co. Iam the chairman of the committee over in Oakland. 
I am expressing the feeling of a lot of the small manufacturers who 
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have had some difficulties. A small manufacturer represents 65.1 
percent of all the manufacturers in the country. He makes con- 
siderably less on an average than a Congressman. 

The CuHarrman. You don’t know much about Congressmen, I can 
assure you. 

Mr. Srcerrson. That is the very point I wanted to bring out, sir. 
In this area less than 2 percent of the manufacturers employ 500 peo- 
ple. The point in citing this information, and this information is 
taken from the 1947 Census of Manufactures, is that it seems to us 
that the people who are putting out or in charge of a lot of the 
facilities that are supposed to help the manufacturers have just a 
slightly different focus. For example, when you bid they ask you 
on an invitation to bid: Have you 500 employees or less ¢ That is kind 
of an erroneous premise, it seems to me, for a lot of the legislation 
which has been written into law and which is being written. 

I have here before me, which you gentlemen are certainly familiar 
with, the Defense Production Act of 1950. It has two or three para- 
graphs devoted to what the small manufacturer in this instance is 
supposed to get and what is supposed to happen. This act was dated 
August of 1950. It talks about the setting up of various advisory 
committees and lots of things shall be done. In this area we haven’t 
found much that has been done except for the Department of Com- 
merce, Which is perhaps understaffed and overworked and have done 
as much as they can. 

We have felt that Congressmen and people in these offices, if they 
had a little more of an idea of what actually goes on with the smail 
manufacturer and how important and large at least in number 

Mr. Hitt. What are you reading out of! You said an act of Con- 





Mr. Secertson. Defense Production Act of 1950. 

Mr. Hix. That is interpreted. That hasn’t anything to do with 
what we passed. That is a regulation and not an act. It is written 
under the act. You have got to get the difference between the act 
and the regulations. We can’t write the regulations into the law. We 
can only set up the general law under which the regulations will be 
built. Let’s put it that way. You are not talking about the law. You 
are talking toate the regulations under the law. 

Mr. Secerrson. Yes, sir. I said it was a very fine law, but the regu- 
lations, themselves, seem not to have been put into effect at least as 
far as the local small manufacturer has been concerned. 

Mr. Hii. Congress is not to blame for any such regulation as that. 
They set up any kind of complicated regulations they wish under a 

neral law. We can’t go into detail under that. We are a legislative 
ody and not an executive body, and that is what you are talking 
about there. That is directly from the executive branch of what you 
and I call the representative form of Government. If you want us to 
write all that in, we would have a real time. I don’t know how thick 
one law would be if you were going to write every possible regula- 
tion. I wonder how Congress could do what you are talking sbuet. 

Mr. Seeertson. I am not talking about Congress. I said it was a 
very fine act, but the implementation of the act, perhaps Congress has 
nothing to do with that. It delegates authority to the President. 

Mr. Hitx. When we think they are going too far, we can put an 
amendment in. 
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Mr. McKinnon, I think you agree with me that that is one of the 
reasons we are here today, to find out how the bill we passed is being 
regulated and how it is affecting the small-business man to see if there 
are abuses in the regulations or the regulations are out of sympathy 
with the act so that we can make corrections either by suggestion to 
the various agencies or by an amendment to the bill that will take 
care of the situation, That is what we are trying to find out. If you 
can talk specifically to the problems like your predecessors made 
specific recommendations, that is what we are interested in getting. 

Mr. Secerrson. I was going to suggest that you try to accomplish 
what the act calls setting up an advisory committee of small manufac- 
turers. That is why I made the point of what a small manufacturer 
is. That there be advisory committees set up in the area and not people 
speaking for the small manufacturers. 

Mr. Mutter. I understand that is being done. I am advised by 
the New York office that they are setting up local advisory boards. 
don’t know why it is not being done here. I know they are setting 
up the advisory boards on a national scale in Washington to act in 
Washington, and they are supposed to be setting up regional boards in 
other areas. 

Mr. Secerrson. It is taking a long time to accomplish. 

Mr. Mutrer. It wasn’t passed until the fall of 1950, and like all of 

these things, first things must come first, and the first things are get- 
ting the defense mobilization going. While consulting industry neces- 
sarily is a part of that, the big job is getting it set up so that you can 
get the defense items moving first, and the civilian items necessarily 
lag. But all of that must be given attention, and that is the reason 
why, as Mr. McKinnon stated, we are going through the country 
trying to find out what your problems are and what we can do to help 
you. 
* Mr. Secerrson. I think from this you come to the conclusion that 
a lot of things that have been occurring, special organizations that 
have been set up so far have not been able to reach down to the grass- 
root levels for the answers. If a small business were defined as 
somebody that employs under 19 people, I think a great deal of the 
beef we have would be eliminated. 

The Cuamman. I wish to make an announcement. The committee 
will meet during the lunch hour. We have to catch a plane later 
this afternoon for Los Angeles. The next speaker will be Mr. Fred- 
erick Lane, shop owner; Mr. Fred W. Huntington, industry consult- 
ant; Mr. J. R. Pallinger, industry supplier; Mr. P. R. Major, Federal 
Industries, Ine.; Mr. John D. Dow, Dow Concrete Block Co.; Mr. 
McKee Mhoon, Transocean Airlines; Mr. A. M. Routh, Wooldrige 
Manufacturing Co.: Mr. Thomas Warburton, Warburton’s Madera, 
Calif.: Mr. Edward A. Borden of the Borden Decalcomania Co., 
San Francisco; Mr. Morris Edelman, of the San Francisco Hotel 
Association; Mr. Edgar Z. Vogel of the Metalcraft Shop, San Fran- 
cisco; Mr. Fred D. Barton, Bar’s Produets; Mr. R. Ww Bangham, 
Campbell & Sons Ine., San Carlos, Calif.; Mr. Norman L. Hawkins, 
Hawkins & Hawkins, Berkeley, Calif.; Mr. M. Jacobs, San Francisco 
Dry Cleaners Association. The list of witnesses has been called. 

Now, we are going to have before the committee some of the rep- 
resentatives of the procurement agencies with us this morning. Capt. 
M. G. Vangeli, San Francisco Shipyard, assistant industrial man- 
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ager. Captain Vangeli, will you give your name, position and ad- 
dress, please ¢ 


STATEMENT OF CAPT. M. G. VANGELI, PLANNING OFFICER, SAN 
FRANCISCO SHIPYARD, DEPUTY ASSISTANT INDUSTRIAL MAN- 
AGER, TWELFTH NAVAL DISTRICT, SAN FRANCISCO, CALIF. 


Captain Vanerut. The San Francisco Shipyard is very conscious 
of the need of farming out work to private industry in order to 
broaden the industrial base and to keep t tite the number of employees 
necessary to bring into the naval shipyard. To that end we farm 
out currently approximately $12,000,000 worth of work distributed in 
this manner: About $2,000,000 goes out through Commander Wen- 
yrovius to small outfits who are able to do the work. This is the 
irind of work which is necessary to supplement the capacity of the 
shops in the yard, and it is of the nature Yt repairs of electrical motors, 
repair of pumps, any items which you find on board ship which is in 
excess of the manpower capacity of the irdividual yard shops. 

We make our wants known to Commander Wengrovius. He is the 
man who actually does the contracting. The other $10,000,000 is 
farmed out in the nature of prime contracts. These are entire ships 
which are beyond the capacity of the naval shipyard, so we call for 
bids from private yards in the bay area. They undertake the entire 
ship, and they may well farm out a great deal of their work on their 
own initiative to small manufacturers in the area. 

Mr. Mctrer. You are talking about reconditioning of an entire 
ship, building new ¢ 

Captain Vancewt. This is repair and reconditioning of entire ships. 
At any one time in the bay area here we have some 10 ships adler 
repair in private yards, in yards distributed from Stockton through 
Oakland and around the San Francisco Bay area. Anyone who is 
interested in this repair of naval ships in private yards can contact 
the assistant industrial manager’s office at Twentieth and Illinois 
Streets, San Francisco 24. 

Mr. Hitz. Let me ask a question: What percent of these contracts 
you let out are negotiated ? 

Captain Vancet1. What I call the prime contracts for ship repair 
are largely bid contracts. I would say that 75 percent of them are 
bid contracts. The other work which is handled by Commander Wen- 
grovius has been up to this time largely bid. We are now going into 
a great deal of negotiated contracts of the type E kind. That is a 
contract which is negotiated, has a statement as to the dollar amount to 
be handled but is a continuing contract. 

We can keep on feeding the work, let us say, to the Columbia Ma- 
chine Works for pumps as we need to have them repaired without 
making a new contract each time. We can feed them into the works 
at a fixed price. 

Mr. Hitz. How far away from this local genter do you try to draw 
in contractors and give the work? 

Captain Vaner.i. At present there is no limit to the geographical 
location of those who may do the work. Up to this time it has been 
almost 100 percent in the San Francisco Bay area, because most of 
this work is of a very urgent nature, and a ship comes in from the 
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forward areas and must have something done. Its turn-around period 
is 2 or 3 days. We must get it done, and so, because of the limitations 
of time the work is usually confined to people in the bay area here. 

Mr. Muurer. Do you require that these prospective contractors, 
repair men and the like must qualify in advance ? 

Captain Vanceit. We do not have any specific rule in that regard, 
because, as I say, we turn over the work to Commander Wengrovius. 
However, we advise every man who is interested in the work to go 
over and see Commander Wengrovius, explain what he has available 
so that Commander Wengrovius will know that he has capacity and 
is anxious to do the work, and then the commander mails out the 
necessary invitation. 

Mr. Murer. If I were somebody in this area that had been doing 
repair work of a minor nature such as a paint job or a rewinding of an 
armature and I felt I could take a prime contract to recondition an 
entire ship, the man who does the prime contract will sublet the work, 
can I go in to the commander and ask him for a prime contract ? 

Captain Vance. Not a prime contract in the sense of recondition- 
ing an entire ship, because if we are going to do an entire ship, the 
repair of an entire ship, it involves more than motors, and that will 
be let to a private shipyard which holds a master repair contract. If, 
however, he is interested in repairing electric motors, as we need them, 
he does go to Commander Wengrovius, and he says, “I am interested 
in repairing electric motors and I can promise ie Nba in so many 
days,” and then Commander Wengrovius may negotiate a type D 
contract with him, but he may simply send them invitations to bid 
as the naval shipyard has ships to be repaired and calls on the com- 
mander to get the work done. 

Mr. Mutrer. Is there any objection to a small repair man getting 
together with men who have different facilities and pooling their 
facilities and saying to the commander, “We have all the facilities 
which are equal to any one of these contractors who have a prime 
contract. We would like to get a master contract.” Could they do 
that ? 

Commander Wenerovivs. There again we are getting to the pool 
idea where more than one supplier is getting together in conjunction 
with another. We are not authorized yet to deal with more than 
one person as an entity. 

Mr. Mourer. For the benefit of any of those who are here and were 
not here yesterday, you have no objection to doing that providing 
you get clearance from Washington ‘ 

Commander Wenerovivs. No. 

Mr. Movrer. If and when it comes through you will make it known 
to the public here that they can pool their facilities and come in 
any get prime contracts if they want to? 

Commander Wenerovivs. I think Mr. Tolan will take care of that. 

Mr. McKrnnon. What is the policy of the Navy in that regard? 
Are they objecting to it? 

Commander Wencrovfvus. They are trying to get antitrust clear- 
ance, and they are trying to get these pools classified as regular 
dealers, in other words, to meet the requirements of the Walsh-Healy 
Act. 

Mr. McKrwnon. If the legal clearance is given on any antitrust 
matters, the Navy intends to go ahead and use the pooling arrange- 
ments ¢ 
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Commander Wenerovius. I presume so. 

Mr. McKinnon. It is indicated that will be the course. 

Commander Wenerovrius. I cannot speak for what is going on, but 
I think that will be the case. 

Captain Vancext. Locally, there would be no objection. We would 
like to see the pools empowered to bid in on the work. We know what 
they are tryingtodo. As far as the industrial manager of the Twelfth 
Naval District at the naval shipyards in the area is concerned we 
would have no objection to working with the pools if it is authorized 
in Washington. 

Mr. Mutter. For the benefit of the businessmen in the audience I 
do not mind telling all of you in the Brooklyn Navy Yard I see this 
successfully evaded. They have successfully evaded the antitrust 
restriction. They set up a new company, and they set up this new 
company which took over the facilities of the various members, and 
they have a master contract out of the navy yard in Brooklyn. I 
think the same thing can be done here and come in and show that you 
examine and survey their facilities and show their financial stability. 

Commander Wencrovious. We have no means of policing, nor do 
we have to have a mandatory contract that a given contractor need 
contract or subcontract. He has the responsibility of performing the 
work that will meet the requirements of the naval inspector. 

Mr. McKinnon. If one small man in the pool wants to take the job, 
he can sublet to other members of the pool ? 

Commander Wencrovious. That has happened, but we are dealin 
with an individual entity, an individual prime as contrasted to a ms | 

The Cuamman. | think it should be brought up for the record, 
and this would apply also to Captain Vangeli’s testimony, as far as the 
Navy procurement people are concerned they are quite sympathetic 
toward these pools which have been and are being created throughout 
northern and central California, and that as soon as clearance is 
received from Washington, that you will be glad to enter into serious 
negitiations with them for any contracts for which they may be 
eligible. 

ommander WencGroviovs. I believe you can say that is so. As far 
as I am personally concerned I am in favor of it. However, in achiev- 
ing this altruistic motives are something else. Economically, I think 
the pool idea is very sound. 

Captain Vanceit. I have nothing further to add unless the com- 
mittee wants to ask some questions. 

Mr. McKinnon. Captain, may I ask, you mentioned the $12,000,000 
annual repair contracts that you are letting. Yesterday we heard a 
charge that the Navy is trying to build up an empire in your own 
shops and in your own yards. What do you value the work that you 
are doing in your own yards? 

Captain Vance. I would say that the work that we are putting out 
in the area here amounts to about one-fourth of all the money that is 
available to us for productive work. I am glad you brought the ques- 
tion up, because 1 would like to put into the record that the naval 
authorities in the area here have been very conscious of the undesir- 
ability of unduly inflating the employment in the naval shipyards for 
several reasons—housing, the fact that if we leave mechanics in the 
areas where they are living, we will have access to greater facilities 
when the need comes. 
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So, speaking particularly for the San Francisco Naval Shipyard, 
whereas the demands have increased, let us say 125 percent, picking 
a figure out of a hat, since last August we have actually increased the 
working force only about 75 percent. 

Mr. McKtxnon. In other words, the ratio of jobs going out of the 
yard is in proportion to the business coming in? 

Captain Vaneeni. Very much so, and we set up a special group 
headed by Lieutenant Commander Miller who is here, who does noth- 
ing but find people capable of doing the work and feed the work to 
them as aide as we can. I expect that, if the emergency continues, 
which may get up to a point where perhaps some 30 or 40 percent of 
the work allocated to the San Francisco Naval Shipyard will be done 
outside the yard. There is a limit to what can be done, because a lot 
of our work is very complex, and it requires highly skilled people who 
must be trained over a long period of time who are not available to 
small business. Then, there are security considerations and other fac- 
tors. There is a practical limit to which we can go in decentralizing 
the work. But it is the objective of both shipyard commanders in this 
area to decentralize to the greatest amount possible. 

Mr. McKrynon. I am glad to hear you say that. I wonder on your 
decentralization program as to how widespread that can be made. 
It seems to me that one of the mistakes we are making in this mobiliza- 
tion effort is to overlook the matter of civilian defense. San Fran- 
cisco, Los Angeles, San Diego, Seattle, all of our coastal cities are 
vulnerable to atomic attack. There is a necessity, of course, to get 
your work done and get your ship out to sea as fast as you can. But 
if we start drawing in our pools the skilled mechanics into large re- 
gions like the bay region and the Los Angeles region and we do get 
hit by atomic bombs, we have lost all of our skilled labor on the west 
coast. ‘The 1ore we can decentralize it out to Fresno or Stockton 
pool the greater our chances are of bringing in other skilled mechanics 
to get ourselves going again after the attack. 

Captain Vancent. That is why the shipyard commanders are so 
favorably inclined toward the pool idea. Operating with the pool 
will introduce a lot of complexities with the administration because 
of their distance, but anything thinking in terms of civilian defense 
that is protecting workers, the effects of an attack on workers here, 
we would like to see a lot of the work distributed at a considerable 
distance from San Francisco. 

Mr. McKrynon. That is all. 

The Cuamman. Mr. Hill. 

Mr. Hitz. No questions. 

The Cuamman. Thank you, Captain. Col. Kenneth M. Moore, 
district engineer, San Francisco district. 


STATEMENT OF KENNETH M. MOORE, DISTRICT ENGINEER, SAN 
FRANCISCO ENGINEERING DISTRICT, SAN FRANCISCO, CALIF. 


Colonel Moorr. Col. Kenneth M. Moore, district engineer, San 
Francisco engineering district, situated at 180 New Montgomery 
Street. : 

The engineers district has two main functions—military construc- 
tion and military procurement. The military procurement can be 
broken down again into three phases: One, the procurement planning 
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under the industrial mobilization plan, the contract representative 
where we administer contracts in this area placed by the procuring 
districts situated in the East, and the emergency procurement as given 
to us by the San Francisco port based upon requisitions from the 
Pacific theatre. 

The industrial mobilization of procurement planning section facil- 
ities that are capable of manufacturing engineering items that are 
given us by the central procuring agencies or their requirements 
office which is located in St. Louis. That segment of the office also 
investigates upon request of manufacturers located within my area, 
which is for this function all of California, Utah, Nevada, and Colo- 
rado, when a manufacturer seeks a job, contacts us and we investigate 
him by personal inspection, not by my personal inspection but inspec- 
tion to see whether he is capable of performing the type of work 
that he wants to do. If we find that hs is, that information is sent 
to the requirements office in St. Louis, who, in turn, distribute it 
either to Chicago Procurement, New York, Philadelphia, or Pitts- 
burgh, depending on the type of item, whether it is a construction 
item, whether it is bridges, cranes, or articles of that sort. 

That name gets placed on their lists, and when that item comes 
up for procurement, those manufacturers are sent the bidding infor- 
mation, or that has been brought out before, and they may be on the 

up that is selected for a negotiated contract for that particular 
item, again, being contacted in rotation on those lists. if they are 
successful in securing a contract, that contract is forwarded to me, 
and I administer it. All this time I have nothing to do as to the item 
or the quantity. 

For the emergency procurement, which is the bulk of my procure- 
ment business, that is both by advertised bids and by negotiation, 
the main factor in that being the time element bearing in mind that 
these are in general requisitions from the port, and the time that 
they have to leave here is the main factor. Generally, the port wants 
them laid down at the Oakland port at such and such a time to make 
a certain vessel sailing. 

It may be in that respect of interest to the committee since October, 
that is, the last quarter of last year and the first 2 months of this year, 
my procurement action has been about $10,000,000 of which 70 per- 
cent has been on the advertised basis, 30 percent on the negotiated 
basis dollarwise. Itemwise, the picture is a little different. Adver- 
tised only about 25 percent of the line items received have been 
advertised, and about 75 percent are negotiated. Now, items of this 
category may be hammers, pencils, or something like that. They may 
be just a few in quantity but have to make a deadline at the port. 

But the main thing is that 70 percent are advertised, and 30 percent 
are negotiated. 

Between large business and small business that same $10,000,000 is 
distributed about like this: Small business received 70 percent dollar- 
wise and 91 percent itemwise. 

Mr. Hitz. Just a moment. How did you classify small business? 
What is your definition for small business ? 

Colonel Moorr. Small business as far as this report is concerned 
is the 500-man limit. That is what we have to make our reports on. 
Personally, I would classify small business as the shop where the man- 
ufacturer or the dealer ran probably up to 25 or 30 people. 
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Mr. Hux. Then what would your percentage be if you classified 
them that way ? r 

Colonel Moore. I have not got that figure here, and it would entail 
considerable research into these purchase actions to get that. A third 
point of interest in that is that the number of active contractors sup- 
plying us at the present moment as of + gaanipeg is 492 en d in these 
uctions. The number of names that I have on my bidders list, and, of 
course, these names represent duplication because one supplier ma 
be on several lists depending on the type of article, I have on my bid- 
ders list 8,500 names. 

The Cuarmman. Colonel, how does a bidder get on your list? 

Colonel Moore. Generally, by writing in or coming in. It would 
be much better if he comes in, because then by personal conversation 
with him we can clarify as to what he is capable of supplying. That 
does not prohibit him from getting on the list by writing in. 

Mr. Mutrer. Do you ever refuse to put a man or firm on your list 
of prospective bidders who insists that he is able to do the ‘ob? 

Eclonel Moore. I think there have been a few instances of that. 
I am not certain as tothe number. The percentage is very, very small, 
but there are some from past experience. Well, sometimes just by 
looking at the individual, the type of business he represents, talking 
to him, he might come probably in that case under the broker class 
who has no, you might say visible means of support of his own but is 
attempting to secure the contract and trying to get the material in 
from his sources. 

Mr. Mutrer. If a man comes in but appears to be a broker but insists 
he has the facilities and can handle the job, do you make any check to 
determine whether or not he has facilities? 

Colonel Moorr. Not for the common items, but if it is for an item 
on which we know from experience there is required know-how or 
requires a considerable facility, we will make a further investigation, 
generally a visit to his plant. 

Mr. Mu rer, Is it fair to say any legitimate businessman who has 
facility can get on your bidders list ? 

Colonel Moore. They most certainly can get on the list. 

Mr. McKinnon. On your purchases do you have quite a few jobs, 
specs, and drawings and things of that type or are your articles 
those that are pretty well defined ? 

Colonel Moorr. This emergency is for the standard articles and can 
be classed 80-percent off-the-shelf items. 

Mr. Murer. But despite the fact that it may be a standard item you, 
nevertheless, have general over-all standard specifications as to ship- 
ping and range and mark, and so forth, that must be complied with? 

Colonel Moore. Yes. 

Mr. Mvcvrer. And your offer or request for bid will simply refer to 
the standard item by name or simple description, and elsewhere in the 
request for bid will be the general reference to your standard specifica- 
tions, and every businessman must acquaint himself with those stand- 
ard specifications or he never will be able to comply, isn’t that so? 

Colonel Moore. For ordinary packing and wrapping, yes; but if 
there is anything special contained in it at all, it goes out with the 
request for bid. If there is anything out of the ordinary, we do not 
send out Federal specifications with our bids. 
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Mr. Mutter. The businessman must get that for himself. If he is 
going to wait until he gets your offer or request to bid and then is going 
to send to Washington or the Government Printing Office for those 
specifications, he won’t have it on time? _ 

Colonel Moore. He won’t have it on time. In general, a manu- 
facturer or dealer that is going to deal in that has those specifications 
himself. He has been doing business under Federal specifications for a 
long time. 

Mr. Mvutrer. These men who have not done mA Government work 
and who are interested in doing Government work or sending in bids 
they should get the standard specifications and be familiar with them 
in advance of getting the order to bid? 

Colonel Moore. That’s correct with one exception: If the item hap- 
pens to be one that uses a Federal specification, that is not in common 
circulation, we will supply that. 

On the construction side, the military construction, these figures are 
since Korea. Operations that have occurred since July out of my office. 
My military construction area comprises from Camp Roberts and 
Bakersfield north but not including Sacr: mento, north of San Fran- 
cisco here, east to include Salt Lake City, Arizona, Nevada. The 
number of projects in that area—these are major projects—have been 
17, and the number of contracts used on those have been 50. Obvious, 
the projects, some of them have been broken down and given to a 
number of contractors. 

Of these large firms, and a large firm here—I cannot give it as to 
numbers of people but merely as an example—I would classify Mor- 
rison-Knudsen as a large firm, Peter Kiewit as a large firm, Stolte, 
Inc., is a large firm, Moore & Roberts is a large firm, firms of that 
type, 18, and of the smaller firms, 32. The large contracts that have 
gone out, not necessarily the large firms but distributed between large 
and small contracts of $100,000 or more, total value about $18,090,000 
worth, and small contracts, about a million and a half. It doesn’t 
necessarily mean that a large contract goes to a large firm or vice 
versa. It is a great deal dependent upon the area in which the work 
is going to be done and how the main project is broken up. For ex- 
ample, I have one large project as such at Douglas Proving Ground in 
Utah. At the present time I have, I think, about 15 contractors work- 
ing there. 

I have another bid opening on the 19th of April. I anticipate get- 
ting maybe four or five more and another bid opening in May, maybe 
asimilar number. It is perfectly possible to have that contract out as 
one large contract to one large contracting firm. It would have been 
an acceptable contract. It would have been advantageous, of course. 
But it was broken down into smaller parcels to spread the base because 
of labor and material and the desirability of securing as many local 
contractors as possible. That was successful in the first instance. 

The Cuarrman. Colonel, when you have Government construction 
what type of architect do you use? 

Colonel Moorr. That is the next question right here if I may defer 
that for a moment, sir. 

The Crarmeman. All right. 

Colonel Moore. In general, as far as construction contractors are 
concerned we endeavor to secure the contractor from the locality in 
which the work is being done, even if it breaks the contract down into 
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several smaller ones. For instance, at Camp Roberts we have, I think, 
12 contractors working there. We have a job on the Presidio at 
Monterey. At the present moment we have two contractors working 
there, one from Salinas and one from Santa Cruz, and that goes on. 
Now, as to the design for the contractor, normally, ordinary times, the 
engineering force of my office would do either the design or the adap- 
tation of standard plans to the ground. The bulk of the work is such 
now that that is no longer possible, and we have been placing almost, 
I would say 90 percent reliance upon the architect engineer firms, 
again, endeavoring to secure architect engineers that are local. For 
the Presidio at Monterey we secured an architect engineer from Car- 
mel. The ones over at Salt Lake City except the technical work over 
there are all from Salt Lake City or Ogden. The ones for around 
the Bay area here are from Sacramento, San Francisco, Stockton, 
and regions near where the work is. 

For technical work on these contracts we must secure firms that 
are versed in that line. We have now at the present time or have 
since Korea let out 36 architect engineer contracts on a number of 
projects, and 36 firms are represented. Some of those firms have had 
more than one contract, because there has been increased work in the 
same locality on the same project, more advantageous to let that man 
continue on with that than to bring in a new man. Of those firms I 
would say 5 were large, large again by volume of work that they 
might do. Parsons Co., of Los Angeles i is a large concern. Purcell 
isa large concern. Coddington Co., here in the city is a large concern. 
Of these architect engineers contracts 5 have gone to large concerns, 
31 to small concerns. The value of that to the architect engineer 
has been about $1,800,000 worth of work to them. 

Mr. Muvrer. Were any of those architects and engineers from out- 
side of this area? 

Colonel Moore. I have some from Los Angvke. 

Mr. Mutrer. When I talk about this area I am talking about the 
coast. 

Colonel Moore. No eastern firms. 

Mr. Murer. One of the gentlemen who was in here this morn- 
ing complained that a lot of this engineering and architectural work 
was going to easterners. 

Colonel Moore. I was very surprised when I heard that state- 
ment. It hasn’t happened that way as far as | am concerned. Also, 
I would like to refute the statement that he made that architect 
engineer contracts are in every single and solitary case negotiated. 
An architect engineer is not asked to bid. 

Mr. Murer. He suggested that you should negotiate. 

Colonel Moorr. They are negotiated, sir. There is a Eearrenener 
relationship, and their services are not up for bid. You seek a group, 
you can ask them for proposals, but neither one knows what anybody 
else is doing. You negotiate with the first man. If you cannot reach 
a common ground, then you may negotiate with another. The second 
man you can negotiate with, however, unless there is someone going 
around that doesn’t know you have negotiated with someone else 
within their own fraternity. They may become cognizant of the fact 
but not through my office. : 

Mr. Muurer. Every professional man has a right to believe that 
he is as good as the next professional man. 
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Colonel Moore. They all do, sir. That, in short, is the type of work 
I do and how I have spread it so far. 

Mr. Hitt. You have Colorado? 

Colonel Moore. I have all of Colorado in my procurement as 
activities and also in purchasing as well. Colorado Iron & Fuel, 
do you know them ? 

Mr. Hitz. Yes, sir. 

Colonel Moorr. I just signed a purchase order with them for sev- 
eral kegs of nails. 

Mr. Hut. You would not have any surplus bale wire, would you? 

Colonel Moore. No; but I have got the nails. 

Mr. Murer. Those are not imported nails? 

Colonel Moore. He says they are going to produce them, 

Mr. Hix. That is a great nail plant. 

The CHamman. We have enjoyed your testimony very much, and, 
as you can well understand, we have had representatives of small busi- 
ness and other businesses before this committee for the purpose of 
finding out what their difficulties were or may be, and we wanted 
them to ask questions and lay before us specific complaints. I am 
delighted that you have answered some of the questions which were 
raised this morning with regard to architect engineers, and I hope 
otherwise you will take this opportunity to use this as a forum to 
answer any misconceptions which may have been rendered heretofore. 

Mr. Mcv rer. Is it fair to say that you are not doing any building 
on behalf of the Government as such wherever you can use private 
enterprise to do your construction work. Is that what you are doing ¢ 

Colonel Moore. I am doing no work by what is known as purchase 
or hire or by Government plant. 

Mr. Mcurer. Wherever possible, you are doing that ? 

Colonel Moore. I have no construction force. 

Mr. Meurer. You must be doing it all by private enterprise all up 
and down the line? 

Colonel Moore. As far as I am concerned, yes. 

The Cuatmman. Is the building of veterans’ hospitals under the 
Corps of Engineers? 

Colonel Moorr. Yes: I have one hospital at Salt Lake City. 

The Cuarrman. Those contracts are let, too? 

Colonel Moorr. Yes. 

Mr. Hix. Will you build the new atomic bomb plant in Boulder? 

Colonel Moorr. No; we are not getting into atomic construction as 
far as I have any information. 

The Cotrmman. Thank you, Colonel. Col. J. C. O'Dell. 


STATEMENT OF COL. J. C. O'DELL, COMMANDING OFFICER, OAK- 
LAND’S QUARTERMASTER PROCUREMENT AGENCY, OAKLAND 
ARMY BASE 


Colonel O’Dext. Col. J. C. O'Dell, commanding officer, Oakland 
Quartermaster Procurement Agency at Oakland Army Base. It is 
one of the three central procurement agencies of the Quartermaster 
Corps, the other two being located in New York and Chicago. The 
mission of my agency is to perform procurement and industrial mobi- 
lization planning and inspection OF sarterinnstor supplies and the 
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implementation of quartermaster general instructions and to provide 
various services as indicated. We have the responsibility for the 
central procurement of canned fruits and some vegetables and by that 
I mean I would procure all of the canned fruit and some vegetables 
for all of the Armed Forces. 

We have the responsibility of procuring on a regional basis resale 
items on requisition from the San Francisco port of embarkation for 
shipment overseas. We also have the regional responsibility for pro- 
curing items which the Utah general depot may place on us by requi- 
sition, during the period. That in brief is my mission. 

I thought maybe the committee would be interested in the break- 
down of the dollar value of expenditures which my agency has made 
since July of 1950. Our total procurement from July 1 to March 23, 
1951, has involved 9,792 contracts with a total money value of 
76,342,000-some-odd dollars. Breaking it down on a small-business 
procurement basis the number of contracts to small business was 6,025 
or 61.5 percent. The money value was 31,600,000-odd dollars out of a 
total of 76 million. 

The number of contracts to other than small business—and we also 
define small business as Colonel Moore explained being 500 or less— 
was 3,767, 38.5 percent. The money value was $44,000,000 in even 
numbers. On the negotiated versus the formal advertising, during 
the period July 1 to March 23 we negotiated six thousand-odd contracts 
for a money value of $33,000,000, and we advertised 703 for a money 
value of approximately $42,000,000. That makes up the grand total 
of seventy-six-odd million dollars. 

We are procuring—lI thought this also would be of some interest, 
and I have broken down our money value of 76 millions by sections 


peographically. I will read them in the order in which they appear 


here. In the Los Angeles-San Diego area, 2,000,000-odd dollars; in 
the bay area, 54,000,000-odd dollars; in the Northwest, roughly 
$6,000,000, and other localities about $13,000,000. The number of 
contracts in the bay area amounted to approximately, that is on small 
business, to approximately $13,000,000. 

As an example of a month’s operations I have taken the month of 
February. On central subsistence those are the items which we pro- 
cure for all the Armed Forces, the Navy, Air Force, and Coast Guard. 
For small business there were 33 purchase directives; the others were 
21 or 68 percent for small business and 32 for so-called large business 
with a money value of 47 percent for small business and 53 percent 
for big business. 

On our regional subsistence or band-named item or requisition 
items it was 239 documents to small business; 252 to small business or 
a percentage of 30 for small and 70 for large. On general supply 
items, miscellaneous items we had 48 percent for small business and 
52 percent for others. The total small business was 44 percent, and 
the other business amounted to 46 percent. That, in brief, gives a 
picture of our activities moneywise and documentwise since July 1. 

Mr. Hixt. What is your area? 

Colonel O’Detu. My area covers 10 of the 11 Western States, that 
is, all excepting Montana. However, our purchases are not restricted 
to those areas, but the bulk of our business is done in the 11 Western 


States. 
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Mr. Murer. Colonel, I think the businessmen in the audience would 
like to know whether or not there is any difficulty in getting upon 

ur bidders and suppliers list. 

Colonel O’Detx. No, sir; not if it comes to my personal knowledge, 
and I don’t think it is necessary that it does that. Weare very anxious 
to get bidders. In fact, we have gone to the Los Angeles area, the 
Seattle area, the chambers of commerce, and have lists of manufac- 
turers and suppliers which we have secured on our own responsibility. 
It has been increasingly hard to get some of the supplies we want, 
and that includes food and fruits. 

Mr. Mutrer. You maintain also but one list of bidders and suppliers 
of those who will be invited to negotiate as well as to bid? 

Colonel O’Detx. That’s correct, sir. 

Mr. Muurer. I think you are familiar with the Business Informa- 
tion Service that is issued by the Department of Commerce here that 
is available to all businessmen which tells them how they can deal 
with the Government and how they can sell to the Government / 

Colonel O’Dett. The synopsis? 

Mr. Mutrer. Yes. I am referring now to one, this is dated October 
1950, but I think it has been supplemented later. It is entitled 
“Business Information Service, Defense Production Aids, Issued by 
the Department of Commerce,” which is maintained throughout the 
country. They have one in this area and one in Los Angeles and 
in other cities where they do not maintain an office: at least they main- 
tain places where they make the information available to the general 
public. In addition to that, I think the Army did issue a booklet 
which is now under revision, “How To Sell to the U. S. Army.” 

Colonel O’Dext. I am familiar with that. 

Mr. Mutrer. As soon as the new one is printed, that will be made 
available to everyone that asks for it ; isn’t that true ¢ 

Colonel O’Dett. That’s right, sir. 

Mr. Mutrer. There should be no difficulty in getting information 
as to how to deal with the Army in this area. 

Colonel O’Detx. I might add further, sir, that our office took the 
initiative and published our own booklet which we gave a certain 
limited distribution to, telling them what we bought, and if they 
didn’t sell it in Oakland, where they could sell it in New York or 
Chicago. 

Mr. Murer. You have personnel assigned in your office as they do 
in the other defense agencies in this area, personnel that are assigned 
to give the pose information when they call or write to these various 
offices here | 

Colonel O’Deti. Yes, sir. We have our small-business representa- 
tive designated officially on these orders. 

Mr. Hit. How far do you go in trying to find out where the sur- 
pluses are within the confines, of course, of the United States, in food 
purchases? In other words, if some area had a surplus of a certain 
type of food you might be able to use, have you any set-up at all 
where you come into that area to obtain that information ? 

Colonel O’Dett. Not to my knowledge, as you describe it, sir, but 
we do have personnel who are familiar with the large and small can- 
ners throughout the country, and, of course, I only buy the canned 
food, and we buy it from your good State of Colorado, too. 
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Mr. Huu. Do you put any premium on those high-altitude peas 
and sweet corn ¢ 

Colonel O’De.ti. The other day at Salt Lake City a fellow offered 
me the best peach I could ever hope to find. This was at a convention 
in Salt Lake City, Utah. 

Mr. Hitz. Of course, the peach section of Colorado is close to the 
Utah line anyway. Let me ask one further question that has bothered 
us as members of the Committee on Agriculture. Do you buy any of 
the surplus products that the Commodity Credit Corporation might 
have in storage? What effort do you make to find out if you can use 
such stuff ? 

Colonel O’De.i. So far as my agency is concerned we have made no 
effort. They have nothing that we would require so far as I know. 

Mr. Huu. It is canned goods you require? 

Colonel O’De.x. It is canned fruit and asparagus. We buy the 
canned asparagus. It is canned fruit except the grapefruit and the 
grapefruit juice. As you gentlemen are well aware, the Department 
of the Army put out a forecast sometime in January of what our 
canned fruit and vegetable requirements would be. That was a public 
information service, and it gives the canners and all the food brokers 
a chance to see what they will be called upon for for the defense needs 
from the 51 crop. 

Mr. Hutz. How far in advance do you plan your purchases ? 

Colonel O’Detx. We are planning on the 51 crop now and have 
been for some time. 

Mr. Hiti. You mean you are planning on the consumption of the 
*D1 crop? 

Colonel O’Deti. That’s right, sir. Our requirements have been an- 
nounced for *52. 

Mr. Hitt. Do you think that has anything to do with the increase 
in the cost of groceries that my wife is talking about? 

Colonel O’Detu. No, sir. I think there is enough for all. 

Mr. Hitt. You think we are going to have suilicient to feed every- 
one ¢ 

Colonel O’Detu. Yes, sir. 

The Cuairman. Thank you, Colonel. Commander Wengrovius. 


STATEMENT OF COMMANDER DONALD V. WENGROVIUS, OFFICER 
IN CHARGE, NAVY PURCHASING OFFICE, USN, SAN FRANCISCO, 
CALIF. 


Commander Wenerovius. Commander Donald V. Wengrovius, offi- 
cer in charge, Navy Purchasing Office in San Francisco. I believe 
that a brief description of the Navy supply system is in order to tie 
in this question of procurement. Briefly, we have two types of items 
in the Navy standard stock material. That is that material that is 
used by more than one bureau and teshnical material. That is used 
by one bureau and one bureau alone. This material is distributed to 
naval supply centers which have subsidiary depots for each type of 
technical material. An example of that is the naval supply center in 
Oakland. We have the back-up supply depots which are mainly 
storage dépots. We have the overseas supply depots with some mate- 
rial of each technical class where the area is not sufficient to warrant 
a large naval center such as in Cuba. 
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We have specialized installations such as the supporting shipyard, 
both industrial and nonindustrial, who support ships at those yards. 
An example of that is the San Francisco Shipyard. 

With regard to procurement, I would like to describe Navy procure- 
ment as a centralized decentralized centralized center. It is central- 
ized as in the stock control and procurement. That is on a semi- 
annual plan basis predicated upon current and estimated usage basis. 
Its functions are the responsibility of a single supply demand control 
point for each classification of technical material. 

An example: The Aviation Supply Office in Philadelphia for avia- 
tion material. The Yards and Docks Supply Office. The Yards and 
Docks Materials, Seabee material. The Ordnance Stock Office for 
Ordnance material at Washington. We have one supply demand 
control point at the general storage supply office in Philadelphia for 
standard stock which, as I described before, is that stock which is 
used by more than one bureau. 

The point I am making is that the planned procurement of all types 
of material is completely centralized at these various supply demand 
control points. With regard to the decentralized aspects, the Naval 
Procurement do handle emergency requirements and nonstandard 

uirements that do not come within the purview of supply demand 
point procurement procedure and to evaluate material shortages of 
those materials that do come within that concept that occur at various 
domestic and overseas installations. Between the semiannual planned 
replenishment periods the Navy has decentralized procurement and 
has established one major purchasing agency in various geographical 
areas in the country such as New York, Norfolk, Boston, Washington, 
Chicago, Los Angeles, San Francisco, Seattle, and Pearl Harbor. 

These major purchasing activities effect the procurement of mate- 
rial under the afore-mentioned conditions for all activities within 
their geographical area or we effect such procurement as we may be 
directed to do from Washington or one of the supply demand control 
points. Thus we know a given geographical area all procurement is 
centralized in the main purchasing activities such as my own. Statu- 
torily, each activity may effect emergency procurement up to a thou- 
sand dollars. That is done, because under the statutes all procurement 
in excess of $1,000 has to be evidenced by a two-party contract, and 
in our procurement set-up only the emergency set-up has the authority 
to enter into a contract. 

Administratively, with very few exceptions activities other than a 
purchasing activity such as my own have been limited to procurement 
not exceeding $250 with the requirement that the materials or items 
that must be purchased that have a value in excess of $50 be processed 
to my office for procurement. The reason for this is obvious: To 
prevent duplication and to eliminate the necessity of a procurement 
organization at each naval installation. 

With regard to my own office our procurements now average about 
5,000 in number per month with a value of about 8 to 10 million dol- 
lars. Historically, for the past 4 months the contract awards from 
my office for the month of December were a total of 3,000 contracts, 
69 percent with small business; January 70.7 percent; February 73.5 
percent, and in March—73 percent. With regard to money value, 
about 40 percent in money value was awarded to smal] business, 

Mr. Hux. You use the same definition for smal] business ¢ 


86267—51—pt. 1——52 
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Commander Wene@rovius. Yes, sir; under 500 employees. Captain 
Vangeli mentioned these type D contracts we have entered into that 
expand the work done by the shops at the shipyards. In the past 3 
weeks we have entered into 18 contracts for this type D repair type 
work. Of the 18, 13 are small business. I would like to mention the 
five that are not small business and explain some reasons why they 
are not: Bethlehem Pacific Coast Shipbuilding who repair pumps. 
The same is true with Todd Shipyards, and the same is true with 
Moore. The other twoare General Electric and Westinghouse. They 
repair the proprietary turbines they manufacture. All the remainder 
are small business. 

Mr. Moutrer. What is it that Westinghouse repairs? 

Commander Wenerovius. Turbines and some pumps. 

Mr. Murer. Small business can make repairs on pumps. 

Commander Wenerovius. But this large proprietary pump that is 
manufactured by Westinghouse or GE, that is the way to have the 
repairs made. 

lo forestall one of your questions, since Christmas 510 applica- 
tions have been received, placed on bidders’ list in my office. Of this 
number 404 were manufacturers. This total number of applications 
represents an increase in rate of nearly 100 percent over the previous 
number of applications being received, and the percentage of manu- 
facturers has increased from 10 to 80 percent. 

Mr. McKinnon. One of the criticisms that has been brought up 
is the lack of sufficient material on the bid list, where by the time they 

et their specs and their job description the time is past for a bid. 
Does that occur in your office? 

Commander Wenerovius. Not so much, because I generally pro- 
cure from local areas. It can occur in my office, because if the pro- 
curement is large, we go to all manufacturers back East as well as 
here in the West. 

Mr. McKinnon. You do keep the master drawings and specs in 
your office ¢ 

Commander Wenerovius. The drawings, yes, sir. We have a 
limited supply of specifications. As you are probably aware the num- 
ber of specifications used by the Federal Government is infinite in 
number. So, obviously, the field offices cannot maintain all of them. 
However, in a goodly number of the naval inspectors’ offices located 
strategically throughout the country they have copies of standard 
specifications. 

In the case of drawings or special procurement involving procure- 
ments or drawing we include the drawings with the invitation to bid 
and maintain one at the office for anyone who can come in and see it. 

Mr. McKtnnon. Do you see any way in which your request for 
bids could be curtailed by lack of information? 

Commander Wenerovivs. I don’t get your point. 

Mr. McKrnnow. As far as you can see you have taken care of every 
condition that might operate toward discouraging or preventing a 
man from bidding on an invitation. 

Commander Wenerovius. Yes, sir, we have. If we have people 
apply to get on our bidders list and we question either their facilities 
or their financial integrity we have Dun and Bradstreet available to 
check their financial requirements. We can go to the banks, and if 
there is a question about their facilities in respect to their plant, we 
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can determine whether or not they are in a position to supply the 
material they say that they can furnish. 

Mr. McKinnon. But then I want to know, if they are interested 
in doing the job, you have got the information there to be able to 
form a bid? 

Commander Wenarovivus. Yes, sir. 

Mr. McKinnon. That is all. 

The Cuarrman. Thank you,Commander. Colonel Kaiser. 


STATEMENT OF COL. CLIFFORD F. KAISER, SAN FRANCISCO ORD- 
NANCE DISTRICT, OAKLAND ARMY BASE, OAKLAND, CALIF. 


Colonel Kaiser. Lt. Col. C. F. Kaiser, San Francisco Ordnance Dis- 
trict, Oakland Army Base, Oakland 14, Calif. I represent the Ord- 
nance Corps in this area. We are limited in our activities to the seven 
States in the Northwest—Montana, Idaho, Wyoming, Oregon, Wash- 
ington, the northern part of Nevada and the northern part of Cali- 
fornia. 

We procure for the Ordnance Corps all types of automotive vehicles. 
We procure combat equipment such as tanks, bombs, artillery, and 
ammunition, small arms and ammunition, and most of the shooting 
things that are required by the Armed Forces. 

Mr. Mutrer. Including ammunition boxes that were mentioned 
yesterday ¢ 

Colonel Karser. I am surprised. Doesn’t the record show that 
they were not ours? The man was confused. It belongs to some 
medical supply unit. It was not an ammunition box. 

Mr. Murer. That division is not represented today? 

Colonel Kaiser. I don’t know. I don’t see him here. We also 
represent the arsenals where many of these advertised bids emanate— 

atervliet, Springfield, Frankford, Rock Island, Detroit, and so on. 
There are eight purchasing arsenals. They are distinguished from 
field service arsenals such as Benecia who purchase only for their own 
maintenance and supply. That is not included in anything that I 
have to say. I have nothing to do with them, and that is small com- 
pared to ours. 

Our total contracts at the present time are something around, oh, 
maybe $250,000,000 including °49, 50, and °51 funds. Now, I have 
the breakdown of the fiscal year 51 fund just to show exactly how 
it was spent. For example, our total negotiated and advertised con- 
tracts were spread among 91 contractors, 328 contracts worth $207,- 
318,769.95. These were distributed among 14 big businesses, 141 con- 
tracts worth $199,774,262.28. The total for small business, 77 small 
businesses, 187 contracts worth $7,544,507.67. I have the breakdown 
of advertised and negotiated if you are interested in that. 

The Cuarrman. I don’t think that will be necessary, Colonel. 

Colonel Karser. In these figures there are many things in here that 
small business could not possibly bid on, for example, basic chemicals 
and heavy chemicals such as sulfuric acid or trichlorothylene. 
I have taken those two out. Tanks and parts peculiar thereto; trucks 
and passenger-car parts peculiar to a particular manufacturer such 
as Ford, Dodge, Chevy, Diamond T, Hercules, Hall Scott Motors, and 
Kenworth Motor Truck Corp. We get an altogether different picture 
on the way our business is broken down. 
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The Cuamman. We had a witness yesterday who made some refer- 
ence to a $6,000,000 bid for Prestone. 

Colonel Kaiser. Yes, sir. I don’t know about the money value. It 
has been withdrawn. It is quite possible for small-business men— 
and they do it in this area—to get into very large orders on packaged 
chemicals. For example, there are certain other compounds that are 
broken down into 5-gallon cans. They can work out an arrangement 
where they can buy the cans and buy the materials in carload quan- 
tities and get in on very big orders. We have at least one that is 
very successful in this area in doing that. 

In Ordnance we differ from a lot of the other agencies in that we 
buy the end product only. We are not interested in the details of 
packaging and so forth. We are only interested in the end item, be- 
cause we find it is more expensive for us to go out and buy one thing 
here and one thing there and the Government arrange to put it to- 
gether. We get the complete end item. In that case we want the 
canned antifreeze. 

Mr. Motrer. He could not understand, if I understand him cor- 
rectly, why you would not buy the products and cans and let him do 
something elese with it. 

Colonel Kaiser. That was sent from my office, and it shows how 
you can get in trouble trying to help people, too, because we sent that 
information to him to know what was going on, and, of course, we 
get a kick. The same in the other thing we had. There was a similar 
instance. We even held up the opening of awards for that man since 
he did send in a telegraphed figure and asked that we put it on a form 
and compare all of them across the board, and we had an objection 
thereto just because we held it up doing him a favor. 

Mr. pt In addition, he wanted you to finance him. 

Colonel Kaiser. The financing part, that is another matter. 

Mr. McKinnon. How long would that $6,000,000 worth of anti- 
freeze last you? 

Colonel Kaiser. I am not familiar with that order. It has been 
withdrawn, and it will be broken down into smaller orders. 

Mr. McKtynon. I don’t know, and it is hard to criticize or be fair 
in the matter of things of this type, but I get the impression that a lot 
of times the military throws in a huge order for 24 months, and that 
runs a tremendous shortage on the civilian supply. It increases a lot 
of shortages. I would like to have you follow up on that particular 
order. I would like to know how long a period of time that Prestone 
was going to last. 

Colonel Kaiser. It is a national order. It may be for all services. 
We would have to look it up. 

Mr. McKinnon. These things come so often that you feel they cause 
a lot of unnecessary civilian shortages. I think you should be very 
careful about it. 

Colonel Katser. You understand the way Ordnance works, we have 
14 district offices. Each one has the same information, and that par- 
ticular order was distributed all over the country, and the information 
was available to each of the offices. That is the way it operates. 

Mr. McKinnon. After the figures were in to each regional office it 
was forwarded to the main office ¢ 

Colonel Kaiser. They would make the decision. 

Mr. McKinnon. Then they would get the order. 
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Colonel Katser. 1 understand the whole thing has been withdrawn. 

Mr. McKinnon. Why has it been withdrawn ? 

Colonel Kaiser. I don’t know. It may be that they want to prorate 
it over a period of time. 

Mr. McKinnon. When was it withdrawn? 

Colonel Kaiser. I don’t know. i haven't the order number or any- 
thing else. 

Mr. McKinnon. You say it was placed out of your office ¢ 

Colonel Kaiser. The way we work on bids, whenever any of the 
arsenals have a production order to procure anything, it not only goes 
to the Department of Commerce for inclusion in their bulletin, but at 
the same time we get a copy of the bid forms. We get a copy of the 
drawings, so that we can supply blueprints for any of our manu- 
facturers that want to come into our office and bid on it. We also 
carry the specifications there. That is Ordnance Department policy, 
and we handle it in this area. We maintain our bidders’ list here, 
and we send out and see that our area is covered. 

Mr. McKinnon. When you place a big order on some article that 
involves scarce materials what assistance do you give to the manu- 
facturer in obtaining these various materials that go into that article / 

Colonel Katser. The only thing we can do is offer a DO rating on 
it. That is all we can do. 

Mr. McKinnon. Doesn't that in effect operate against the interests 
of the small-business man, but the big concern can usually come 
through with a DO order and get their inventory of supplies / 

Colonel Kaiser. I don’t know. I would not say that. It hasn't 
helped a lot of the big concerns we have too much. Just as someone 
brought out the other day it is just a hunting license. It doesn’t give 
you a priority. 

Mr. McKinnon. The guy that has a bigger gun can hunt better, 
can’t he? 

Colonel Karser. That is not our problem. 

Mr. McKinnon. That is one of the problems we are interested in, 
and that is why we are here today. 

Colonel Kaiser. We have been able to get the cooperation of all the 
people involved in steel particularly to satisfy people with contracts 
in this area. We have been able to help them out. 

Mr. McKinnon. The small man as well as the big man / 

Colonel Katser. Mostly small. The way they bid, these people 
when they bid on a contract they will find in most cases they can’t get 
any definite delivery date or price on steel or anything else. What 
they have to do is put in their bid based on the availability of the 
steel. After they get the contract they can get their priority and go 
to work from there on in. 

Mr. McKinnon. Do you have any performance requirement or bond 
so in case a man can’t perform he is penalized ? 

Colonel Katser. In some cases there are such contracts out. 

Mr. McKinnon. Do you get many bids from the small-business men 
in that way ? 

Colonel Kaiser. Most of them are small-business men in this area. 
Our average plant has about 50 men. 

Mr. McKinnon. Have you had any contact on these pool arrange- 
ments / 
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Colonel Katsrr. Only two, one or two of them, not very satisfactory. 
One in the Northwest consisted of five small-business men. They got 
together and formed a bad arrangement in the pool. Each of them 
put up a few dollars with a corporation of less than a thousand dollars 
with no credit and nothing else, and it was a very poor deal. We sug- 
gested that we deal with any one of them individually, and so far 
they haven’t done that yet. But all they have got is an association 
which meant nothing. 

The other case was a straight 5-percenter who had tied up with a 
contract a number of small-business men and was trying to sell their 
services. I see no objection to using them if they can meet the same 
standards that other businessmen are required to meet, both large and 
small, and that is a good business reputation. 

Mr. McKinnon. Can you give us an estimate as to the breakdown 
on that small business allocation between, say, the plant involving three 
or four or five hundred men and the plants down into the real small 
business ¢ 

Colonel Kaiser. Of course, all my figures here are based on the 
500-man data, but, on the other hand, knowing the businesses that 
have the contracts I can say that most men with less than 100 men 
probably will average 50. If you eliminate people like Chevy and 
Ford and these big companies that we can’t expect small business 
to get into, I can give you some figures here. For example, the total 
negotiated and advertised contracts that small business could bid 
on, we had 179 contracts with 8,500,000-and-some-odd dollars. Big 
business, four of them got five of those contracts worth a million and 
a half approximately; small business got 174 of those 179 contracts 
worth $6,985,802.51 involving 77 contractors. In other words, of 
the business that it was possible for small business to get into they 
got 97.6 percent of the contracts, 82 percent dollar volume and 95 
nercent of the contractors, and they are less than 100 employees 
actually. 

Mr. McKixnon. What do you anticipate having in the future in 
the next 8 or 10 months? 

Colonel Kaiser. We have no way of knowing. A lot, of course, 
depends on this third supplemental appropriation, and we can’t 
anticipate Congress in that respect. We have our plans. We ex- 
pect maybe we may have eventually, possibly a billion dollars in this 
area, 

Mr. McKinnon. How much? 

Colonel Katser. Possibly a billion dollars. But it all depends 
on the actions of Congress over which we have no control. 

Mr. McKinnon. I have forgotten the figure that you gave to start 
with that you spent during the last fiscal year. 

Colonel Kaiser. We have on the books now roughly about $250,- 
000,000 worth of money actually obligated. That actually represents 
more like around $400,000,000 right now, you see, because a lot of 
the money obligated is just in a letter order form. 

The Cuarrman,. Colonel, you had a meeting here with Mr. Edward 
H. Lay of Industrial Plywood Products. Mr. Lay was in to see me. 
Could you tell the committee some of the difficulties in that particular 
case ¢ 

Colonel Katser. This box-shook business is tremendously competi- 
tive. There are thousands and thousands of manufacturers of the 
item, and we really have a problem in that respect. Our west coast 
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roducers have not been successful in getting the contracts. Why, 
F don't know. Among the reasons though is the fact that we are 
located so far from the loading plant where they use these boxes, and 
naturally, they ship them, and that puts our contractors in an un- 
favorable position. 

In addition, I think our labor standards in the West particularly 
in that area are much higher than they are in the East. 

The Cuarmman. Do you have any recommendations as to how the 
inequalities that western companies suffer because of freight rates, 
the higher labor rates, and lack of time in getting notified of bids, 
do you have any recommendation as to how some of those difficulties 
could be overcome ? 

Colonel Katser. I know how one New York company operates very 
successfully. There is a New York company that comes out here 
and operates in competition to our western concerns. He moves his 
machinery wherever the delivery point is and sets up his box factory 
right on the spot, and he is very successful. He has come here and 
produced boxes in our own back yard against competition from this 
coast. 

The Cuairrman. Would you say that was a small-business concern ¢ 

Colonel Kaiser. I don’t know. Probably the Representative from 
New York would know. I don’t know them too well. It is a New 
York outfit. Maybe Mr. Lay might know. In addition to that, 
the delivery dates on some of these are very close, and they have very 
little time. I find the people in that business can figure their cost 
pretty rapidly, and there isn’t much of a problem there. 

The Cuatrman. Mr. Lay is going to send a statement to the com- 
mittee in Washington relative to this particular matter, and that is 
why I raised the matter at this time. 

Colonel Kaiser. I would like to suggest if they would just initiate 
a letter through our office, we are anxious to build up this area too. 
It is part of our program to make this area as self-sufficient as possi- 
ble. If we have some ammunition to shoot to we can use it. 

The Cuarrman. Thank you, Colonel. We will take a recess. 

(The following was submitted for the record :) 


DEPARTMENT OF THE ARMY, ORDNANCE Corps 
SAN FRANCISCO ORDNANCE DISTRICT 


Mar. 31, 1951 


Expenditure of fiscal year 1951 funds, including tank and automotive major 
items and basic bulk chemicals 














: Number of , Number of 
Item | eontracts Value contractors 
| 

Advertised contract total......... 2. peso! 307 | $121, 642, 744. 24 | 71 
ee nn asbanecinabaces 137 | $116, 842, 262. 28 | 11 
Advertised small business........... ..- ecnieniinnatbiaidlanuhia 170 | —- $4, 800, 481. 96 | 60 
Percentage to small business. en Ls! Wht iby. a 55 3.9 | 84.5 
Negotiated contracts total... - ' PRES SCR A 21 $85, 676, 025.71 | 20 
RE cin nnonominceciiibubensad 4 $82, 932, 000.00 | 3 
Negotiated small business... - S(2QST EES Lh Sse 17 $2, 744, 025.71 | 17 
Percentage to small business ee SF | 81 | 3.2 85 
Total negotiated and advertised contracts Ee * Cee 328 | $207,318, 769. 95 91 
| epg RRR EER Fe SCE eT 141 | $199, 774, 262. 28 | 14 
pi 8 EN IE Ey rn pe eS a PS 187 | 7, 544, 507.67 | 77 
Percentage total smal! business... _........................... 57 | 3.6 | 84.7 
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Expenditure of fiscal year 1951 funds, eliminating items not possible for small 
business to manufacture‘ 





| i 
| Number of , Number of 
| contracts Value contractors 





Advertised contract total sidscut . 3 odutee 161 $4, 413, 578. 99 
Advertised big business ” a8 batted ’ mei $171, 802. 19 
Advertised small business <3) : $4, 241, 776. 80 
Pereentage to small busimess............. ae? v6 
Negotiated contracts total. ................ ; $4, 091, 025. 71 
Negotiated big business . | $1, 347, 000. 00 
Negetiated small business... . ... , diy $2, 744, 025. 71 
Percentage to small business 52.8 | 
Total negotiated and advertised contracts . ; ba \ $8, 504, 604. 70 
Total big business 7 5 | $1, 518, 802.19 | 
Total small business 4 . } $6, 985, 802. 51 

Percentage total small business... ~~... - , | 7.6 82.1 





' (a) Chemicals: Sulfuric acid and trichlorethelyene; (>) tanks and LYT’s and parts veculiar thereto 
(c) trucks and passenger cars and parts peculiar to a particular manufacturer, that is Ford Motor Co., Dodge 
Corp., Chevrolet Motor Truck Corp., Diamond T. Truck Co., Hercules Engine Co., Hall-Scott Motors 
Division, and Kenworth Motor Truck Corp. 


AFTER RECESS 


The Cuaiman. The committee is going to take it upon itself to 
hear some more of the procurement office representatives here, and 
those who want to appear for small business should be back within a 
half hour or 45 minutes. 

The next witness will be Lt. Col. H. S. Bendixen, San Francisco 
Chemical Procurement District. 


STATEMENT OF COL. H. S. BENDIXEN, SAN FRANCISCO CHEMICAL 
PROCUREMENT DISTRICT, OAKLAND ARMY BASE 


Colonel Benptxen. Lt. Col. H. S. Bendixen, San Francisco chemi- 
cal procurement district, Oakland Army Base. I represent the Chem- 
ical Corps in the nine Western States, and until last June we were 
solely in the mobilization planning business. At that time all of the 
procurement was being done through the Army chemical center in 
Maryland. Since that time the procurement has been going out slowly 
to the districts, and currently, the Chemical Corps is procuring $3,- 
000,000 worth of goods and services in my district. 

Mr. Huw. What is your district? 

Colonel Benprxen. The nine western States, not including Colo- 
rado, sir. 

Mr. Hii. You don’t have Colorado? 

Colonel Benprxen. No. 

Mr. Hiiu. Who has it? 

Colonel Benprxen. Dallas chemical procurement district. 

The Cuamman. Do you want to make any statement, Colonel? 

Colonel Benprxen. Well, sir, I have stated my position. I have 
nothing more to say. 

The Cuamman. Does Prestone come under your jurisdiction? 

Colonel Benprxen. No. 

The Cuarmman. How much of the funds allocated to you and dis- 
bursed have gone to small business? 

Colonel Benprxen. About 90 percent, sir. 

Mr. Huw. Here again, you use that 500 figure which to a hardware 
merchant seems unreasonable and out of line and completely off base. 
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It is not even worth talking about. Five hundred employees, that is 
as big a business as the height of the Washington Monument is to a 
little 3-year-old child. Not to put you on the spot at all, but this idea 
of big business and little business is absolutely pure talk, because a 
business might be small today and 6 months from now be large, so, 
what we ought to do is have someone define it, and put it in the in- 
structions, so when we say small business we mean those that employ 
less than fifty. That will catch all of your little fabricating plants. 

Colonel Benpixen. Ninet'y percent of our contracts have gone to 
companies that have less than 100 employees. 

Mr. Hix. That is small business in my book. But when you get 
up to 500 that is quite a plant. 

Colonel Benpixen. That is the figure we were supposed to work on. 

The Cuamman. That is the figure generally accepted, I might say. 

Mr. Hiwx. I am sure that the chairman will agree with me that a 
small business need a redefinition. 

The Carman. Yes. Thank you, Colonel. Lt. Col. Bernice 
Philipps. 


STATEMENT OF COL. BERNICE C. PHILIPPS, OFFICE SMALL 
BUSINESS, MUNITIONS BOARD, WASHINGTON, D. C. 


Colonel Pritrrs. My name is Lt. Col. Bernice C. Philipps, Office 
of Small Business, Munitions Board, Washington, D. C. 

Mr. C. Ray Srravun. I have never employed more than eight peo- 
ple, but I understand in a vague sort of way that the Government 
generally has budgets. I would like to know the balance in these 
budgets that these procurement officers have available which would 
give a basis of what small-business men could shoot at within the next 
4 or 5 months. Sometimes there is the necessity of eliminating what 
is left in their budget so they can get their appropriation approved. 
That would give us an idea if they are going to dump so much money 
into the area, there would be something to shoot at. If they give us 
an idea, maybe we could know what the business is going to be. 

The Crarrman. I think you made yourself a little too clear. I do 
not think the matter of a Government budget as such has any place 
in this hearing, but if vou have a specific question as it affects a small 
business procurement agency, we will try to get the answer for you. 
Could you make your question clear as to any specific complaint? 
You employ about 8 or 10 people ¢ 

Mr. Srraun. That varies. 

The Cuarrman. Do you find that the Government agency repre- 
sentatives are cooperative / 

Mr. Srravun. Yes, sir. 

The Crarrman. You will have to take up the budget matter with 
your Congressman. Thank you very much. Proceed, Colonel 
Philipps. 

Colonel Putuiers. I am with the Office of Small Business, Muni- 
tions Board in Washington ; the Office of Smal! Business is a point of 
contact for small-business men interested in discussing yecblens re- 
lating to their dealings with the Department of Defense. It also 
serves as a point of development of material and procedures designed 
to facilitate their participation in military procurement. One of the 
first things that was set up under the Small Business Office of the 
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Munitions Board was the Central Military Procurement Information 
Office. This office was established by authority of the Secretary of 
Defense to act as one central clearinghouse where businessmen could 
get information concerning military procurement whether it per- 
tained to the Army, the Navy, or the Air Force. The office was 
staffed by officer representatives of each of the military services and 
was set up to advise businessmen concerning such things as what 
offices purchased the products they wanted to sell, how they could 
get on bidders lists, what information was necessary for them to supply 
the procurement offices, how they could introduce new items to the 
military services, how to go about getting construction contracts, and 
so on and so forth. 

In addition, the offices were able to furnish to businessmen all of 
the guides to selling to the military services for the Army, Navy, and 
Air Force, and to help them in any of their problems that they might 
run into. For instance, if they were unable to get specifications, they 
could write in and find out how to get them. If they were having 
trouble in getting invitations to bid, they would write out, and they 
would try to find out what their problem was and go back to the 
services and get an answer for them. 

After the NPA and some of the other Government agencies were 
established since the Korea situation we have attempted to direct them 
around to the people who could assist them either in the field or in 
Washington to save them from going from one building to another 
and making endless journeys back and forth to Washington. 

The office started in July of 1949. Since that time it has answered 
some 35,000 mail inquiries to small-businessmen, has personally di- 
rected about 12,000 through the steps in doing business with the Gov- 
ernment, and I cannot give you a figure on the telephone inquiries 
we have had. But they are trying to centralize that procurement 
information at least in Washington. We do ask that the businessmen 
try every method possible to get their information locally before they 
come to us for help. 

The next step that was taken by the Small Business Office was in 
getting set up with the Department of Commerce to distribute the bid 
information and make it available to as many locations in the United 
States as possible. At the present time I believe some 6,000 loca- 
tions have the synopses of requirements of the military services and 
the list of contract awards. Now, the policy was to allow whenever 
vossible at least 30 days between the advertised bid date and the open- 
ing date of a bid. The departments were asked at that time not to 
put an invitation in the synopses unless there was at least an 18-day 
delay. However, since the speed-up in procurement this has some- 
times been shorter than 18 days, and we are attempting to plan pro- 
curement sufficiently in advance so that bidders will have ample time. 

However, the synopsis was never meant to be a permanent aid to 
the businessmen. It was hoped that it would point the way for him 
to find out what purchasing offices normally bought the products, and 
that after he saw an item advertised by a purchasing office once that 
he would immediately write their purchasing office and be put on their 
bidders list so that in the future he would automatically get: those 
bids. We still encourage the businessmen to become registered bid- 
ders and to become registered bidders just as fast as they can rather 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 817 


than to depend on the synopses, because the short time on bids as well 
as the delay in mail service sometimes does make their time very short. 

The Cuamman. Colonel, on the basis of the testimony which you 
have listened to for the past 2 days do you have any recommenda- 
tions that you will take back to the Munitions Board with you when 
you return to Washington ? 

Colonel Putiprs. 1 do not believe any more so that we are already 
considering at the present time. One of those, particularly is speci- 
fications that is under study. Another is the fact that by direction 
of the Munitions Board the dollar volume and the number of items 
has been eliminated from the contract awards. That also is under 
study at the present time to find out whether they will release in- 
formation either on numbers or on dollar volume, probably not 
on both. 

One suggestion that was made was a central location in different 
locations where every bid, all specifications, and every drawing would 
be forwarded to central offices throughout the United States from 
all the Government purchasing offices. I believe that question has 
also come up before, and space alone would be a very big factor in 
dealing with it. That has also been brought up several times, hav- 
ing warehouses to store all specifications at different locations through- 
out the United States. That problem has been studied many times 
also. 

The Cuarmman. In the matter of the time lag, insofar as you are 
capable of so doing, you are doing what you can to overcome the 
time differential between the east coast and the west coast? 

Colonel Primes. Yes, sir, but we believe by using the synopses 
only long enough until you can get on the bidders list that it will 
help the small-business men some. [f they see an advertisement for 
a bid out of the Navy Purchasing Office in Washington, for instance, 
that only has 18 days and they have a little trouble getting speci- 
fications or something, they are going to be short of time. But if 
they immediately write to the Navy Purchasing Office and are placed 
on their bidders list, the next time that item comes up, that pur- 
chasing office in Washington will send them their inviation direct, 
and they won’t have to work from the synopsis because time does 
go by when they are writing back and forth so many times. 

The Cuatreman. Go ahead. 

Colonel Purtires. I have nothing else. 

Mr. Hitt. I have a question. Colonel Philipps, you have been 
very attentive at all the hearings. I think you have heard every- 
one’s testimony. What reaction, or do you have any, to the idea 
of associations of small business firms being organized around 
throughout the country to place their bids in one group ? 

Colonel Primrrs. Well, sir, we have, of course, had a great many 
er approach us on that subject in our own office, and our people 
1ave been working very closely with them and back and forth with 
the Department of Commerce on getting the pooling organizations 
set up. It is hoped that they will get something out very shortly 
that will give them a basis to go to work and be set up on. We have 
probably had, I would say 60 or 70 inquiries in our own office on that 
same sabject. : 

Mr. Hit. You have no reason to believe that that would not be 
of benefit, that type of an organization, to all of the small-business 
firms ¢ 
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Colonel Putuiees. I personally attended a meeting in York, Pa., 
and I believe the York plan was one of the most successful pooling 
plans during the war. They are attempting to set that up again. The 
thing that is holding them up is the same thing that is holding up all 
similar groups. 

The Cuarrman. Thank you, Colonel. You have been very, very 
helpful to this committee. Capt. John T. Wulff. 


STATEMENT OF CAPT. JOHN T. WULFF, USN, SUPERVISING INSPEC- 
TOR AND INSPECTOR OF NAVAL MATERIAL, SAN FRANCISCO 
FIELD OFFICE OF THE FIELD SERVICES, DIVISION OF THE 
OFFICE OF NAVAL MATERIAL 


Captain Weutrr. Capt. John T. Wulff, representing the supervis- 
ing inspector and inspector of naval material for the San Francisco 
Twelfth Naval District. I think it is only right that inspection 
should come in and tell you where our picture or our little facet fits 
into the picture of procurement. 

After the contractors have gotten through with obtaining the con- 
tract the person they come face to face with is the inspector and get- 
ting the material in according to specifications. As I said, I represent 
the inspection of naval material office which operates under the Field 
Services Division in Washington of the Office of Naval Material. My 
inspection district covers California. We are inspection service and 
not procurement. 

I think that briefly our mission is to deliver material to the Navy 
on time in accordance with specifications. Our organization is lo- 
cated throughout the United States with similar offices in the prin- 
cipal cities where there is large procurement and on this coast we 
have three major offices—Seattle, San Francisco, Los Angeles—with 
branch offices in Portland, Salt Lake City, San Carlos, Denver, which 
is under Chicago. 

For a point of clarification, this matter of specifications which has 
been rather loosely batted around, I think word should be put in at 
this time to clarify it. We think of specifications in two ways as far 
as the inspection service is concerned. One is the specifications which 
the military has, specifications, printed brochures which are our guid 
ance for obtaining material, and the other phase of the specifications 
which are the specifications which are written into a contract de- 
tailing a particular item. When you procure that item you also 
apply the printed specifications for the quality of material and how 
it will be fabricated. 

To amplify the matter of specifications, each one of the naval ma- 
terial inspection offices tries to keep a complete file of printed speci- 
fications on hand, primarily as a library, true. But we do have 
duplicate copies which we are glad to give to people when they either 
write in for them or come in for them. We also have people who are 
familiar with the specifications, and they can come in and sit down 
with our people and talk over the specifications and decide how they 
can do it and what the specification means and what interpretations 
are applied to the specification. That is part of the service we 
are trying to run as far as the naval inspection service is concerned. 
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- My organization is broken down actually into four parts—inspec- 
tion, development, contract administration, industrial security, and 
material planning and control. Under that latter part we do three 
things: We do scheduling, processing, and material expediting to 
the end that we carry out our mission, materiai to the Jere, in ac- 
cordance with specifications on time. 

As far as history is concerned and the amount of business that we 
are doing in this area—and we are not in the procurement field and 
we are purely in the inspection field—this is after the contract is let 
and the material is being processed for delivery. As of last May 
1950, we were doing approximately $3,000,000 worth of the business 
of which $500,000 was in manufactured items and $214 million in 
petroleum products. As of an incomplete return for March 1951, 
we are almost up to $10,000,000 per month of which $214 million is 
in manufactured items and approximately 7/4 million is in petroleum 
products. The way we get into the procurement picture actually is 
through industrial mobilization, and we are the representatives of 
the Navy Department almost across the board for all the bureaus in 
industrial mobilization along with industrial mobilization, and be- 
cause of our association with our contractors we do preaward surveys 
when requested by various purchasing offices throughout the United 
States, and we also do plant capacity surveys for any individual who 
comes into our office and would like to have the Navy know what their 
capacity is. 

I might say here that as far as our office is concerned I do not think 
that anybody that has ever come in with a legitimate question that 
ae »roblem that wants an answer, that he has been turned away 
with “No.” 

Our plant capacity surveys include the use of two publications 
that we have that I think you gentlemen are familiar with—Selling 
to the Navy—a brochure which has been revised in March of 1951 
and also a book that is put out by the Office of Navy Material— 
Purchase Items and Punlieiia Locations of the Department of the 
Navy. This we try to bring current about twice a year. I think 
there is a new copy just about out. I might say that I also have here 
Selling Guide to the Army and the Air Force, and these are readily 
available to anybody that wants to get them if they will go out of 
their way to try to get one. 

We run a plant survey on anybody that would be interested in 
bidding. We would like to know from them just about the same 
information that we would want to know when we are scheduling 
them for industrial mobilization. Briefly, it is a summary of this 
type: What did you manufacture for the last war or previous to the 
last war’ What have you been manufacturing since the last war? 
What do you think you would like to manufacture or can manufac- 
ture now or in the immediate future? What does your plant in- 
clude¢ What equipment do you have? What personnel do you 
have? What know-how do you have? Then, we would like to have 
a brief financial statement. We consider that report more or less 
confidential, because we don’t want it passed around. Generally, we 
keep it within our own organization. 

When we get that report or that brochure from the individual we 
try to distribute that and do distribute it to the places where it will 
do the most good. To specifically answer that statement, where do we 
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send it, we send several copies, usually seven, back to Field Services 
in Washington to distribute to the bureaus that are interested in the 
items that a man can manufacture. We send two copies over to the 
Navy Purchasing Office, and we keep one copy for ur own file. I say 
the Navy Purchasing Office and only limited to that one office, because 
invariably the people that come to see us are in our naval district, 
and we think that distribution is enough. There are other places that 
are buying specified equipment those ple can manufacture, and 
there is a particular purchasing agent that might be interested in this 
brochure, and we see that he gets a copy of it. 

We do cross-service inspection. e inspect for the Forestry De- 
partment, the Department of Interior, Navy, Army, and Air Force 
as requested. It is not completely worked out so that we can have one 
inspector for any one plant, but we are working toward an end goal 
where some day we hope it will be that way. However, the demand 
of the various services and the manner in which they would like to 
have their equipment inspected runs the entire gamut of quality con- 
trol, and, quite frankly, we do not see eye to eye within the services of 
what inspection should be and how it should be conducted, but we 
are trying to do the best we can so that we get a good product for the 
services, and I think each one of the services is doing that. 

In the matter of service to the people in this area we work in our 
office very closely, in very close liaison with the Department of Com- 
merce, the chamber of commerce, particularly Mr. Leslie Holland, who 
is in the industrial division, and, also, we have had some contact with 
the pools. We know their problems, we realize what they are, and we 
have tried to do what we can to assist them, but under the rules and 
regulations under which we are operating it is a difficult proposition. 

In addition to my own particular activity I happen to be chairman 


of a group which recently formed in this area called ASPAC—Armed 


Services Procurement Area Council. There is some information that 
this may be changed to the Armed Forces Regional Council which no- 
body in the uniformed services has had official notification on. I bring 
this in at this time because the people whom you have been hearing 
from on the military side and myself have been meeting regularly, 
discussing the matters of industrial mobilization across the board— 
Army, Navy, and Air Force-wise. From the service angle we have 
been intensely interested in the fact that we have a tremendous capacity 
on the west coast for production. 

But actually, the control of materials which has actually had an 
impact on the area as of this date or 6 months past has led to the con- 
tracts which allegedly came out as far as the military services are 
concerned, and we are in that hinterland, if I might use that word 
advisedly, between control materials and getting contracts out. We 
have a tremendous capacity in this area which we in the uniformed 
services would like to see sopped up. But I do not think from my 
standpoint on the inspection side where we actually work with the 
contracts and the actual manufacturing at the end item level that we 
will have in the near future the contracts to sop up all of the capacity 
that is available in the West under the material control that we are 
currently operating under. . 

I was invited last week to a meeting which is going to be concerned 
with the same problems that we are dealing with here, which is the 
Regional Defense Mobilization Committee under Mobilization Order 
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No. 6 issued by Charles Wilson. I think there is one point that I can 
make as far as the small-business people are concerned: Rather than 
going back to Washington to the Munitions Board and to their Con- 
men, who, in turn, process it through the military and it comes 
k to us from Washington for a direct answer as to why, if they 
will try us in the field. Many of the people who were on this stand 
yesterday I do not know personally, and vet, there are many people 
who have sat in this room throughout this entire hearing whom I 
have had direct contact with, both businessmen as well as repre- 
sentatives of the various departments in the field, and I feel that, if 
they will make their acquaintance known and work through the field 
activities who are purchasing who are inspecting, and get to know 
those people better and work with them, and I think that their job 
of getting contracts won’t be easier—I don’t like to use that wed 
but I mean the information will be gotten out to them a good deal 
uicker than if they try to have it filtered down from the top and it 
finally gets to us anyway. 
The Cuamman. | think you are right there. Speaking personally, 
I get quite a few letters, and all I can do is take it up, 1f it is the 
Navy, with the Navy Department, and what they have to do is con- 
tact the Thirteenth Naval District in Seattle, because that is in my 
area, and they lose time that way, and they seem to have the idea, if 
we do some shouting, overnight something can happen. That is not 
so. You have certain rules and regulations to go by, and I am prone 
to agree with you, if these individuals would contact the office in their 
area, that they could very quickly get just as good service and cer- 
tainly quicker service than they could by writing to their Congress- 
man. 
We have no objection to doing all we can, but usually, that is what 


happens. That is the procedure that you have described, and they 
lose more time in doing that than if they went to the proper office 
out here in the first _— 


Captain Woutrr. la with that. In this Armed Services Pro- 
curement Area Council, or whatever it is eventually going to be 
one of the subcommittees that we were setting up on that, not that we 
expect to have it as a central clearin ney for contractual infor- 
mation, but we have set up on the ASPAC Council a committee which 
is going to be an information section which we hope will function 
so that these people, the individuals who come in for information 
will be routed to the right activity they should go to in the first time 
around, instead of going back and forth and then the seventh time 
find the combination that lets them in. We are in a service organ- 
ization position, and I think that we can render a defiinte service to 
the individuals in this area, Navywise, particularly, but I have no 
compunction in sending le to Colonel O'Dell or Colonel Moore 
or Colonel Bendixen if t think the individual that has come to me 
— be helped in my office or Navywise but should go to some other 
office. 

The Cuamman. Captain, you have shown this committee several 
publications that are available at your office. Is there any central dis- 
tributing point where all these publications could be gotten by inter- 
ested businessmen? For example, the Department ms Commerce has 
an office here in San Francisco. They get out certain brochures. Do 
they also have extra copies of the booklets put out by the Army, 
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Navy, Air Corps, and other Government agencies which could serve 
as a basis for channeling information to these people so they would 
know all the facets to the production picture ¢ 

Captain Wutrr. I would say to my knowledge there is no central 
distribution agencies now which do that either the Department of 
the chamber of commerce, Government and local agencies combined 
Commerce or the chamber of commerce, Government and local agen- 
cies combined that they can get the information from one of those 
agencies. 

The Cuarrman. As I understand the Department of Commerce 
set-up, they have certain chambers of commerce, certain universities, 
and other institutions to which they send information regularly 
which they think will be of benefit to the businessmen. I wonder if in 
those chambers of commerce and universities and other places, which 
are used as points of dissemination by the Department of Commerce, 
if the Armed Forces procurement divisions, ee te could not see 
at the same time that they were supplied with booklets such as those 
you have shown this morning. 

Captain Wutrr. It would not be impossible for, for instance, the 
Navy purchasing office to carry a stock or a few of these guides of sell- 
ing of the Air Force and the Army and have them available there. 
In fact, they might well have them as far as I know. 

Mr. McKinnon. Do you find in your checking up and getting your 
delivery on time that you have any more difficulty with the small 
plant than you have with the large plant ! 

Captain Wuurr. We have currently now approximately 400 active 
contractors, and since the area of the te A from here to San Jose 


is a distance of about 40 miles, one of our principal supply source 3 


that we get down there is electronics material, and I would say wit) 
the exception of one or two plants they are all under 100, and I find 
no difficulty. Our office has found no difficulty. 

Mr. McKinnon. They can do the job as well? 

Captain Wuirr. They can do the job, and they do an excellent job. 

Mr. McKinnon. Where they run into trouble is the fact that, first 
of all, they don’t know where to go, and they are a little confused, 
and they haven’t got the manpower, and they haven’t got the re- 
sources to cover the field like a big industry can. 

Captain Wutrr. I question that, because the small industries that 
are getting out and doing a good job for some reason seem to be able 
to know where to get the contracts, and furthermore deliver the 
goods. 

Mr. McKinnon. You distinguish it not large and small but accord- 
ing to the individual ? 

Captain Wutrr. Just the individual. 

Mr. McKinnon. If a small contractor with a plant that is efficient 
and with labor that has the know-how, if the management of that 
plant is really willing to knock doors and get around, they can get 
the business. 

Captain Woutrr. They don’t have to do much of that. All they 
have to do is to show a willingness to get out and get the information 
on the bid, and it is not as difficult as it has been spelled out in my 


estimation. 
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Mr. McKrynon. Some of them say there is a lot of vague and in- 
definite information on bid requirements. Does your office and the 
other military offices in this area, is there someone in each office they 
can check with and get the help you outline your particular branch? 

Captain Wu rr. If a bid issued the Navy purchasing office would 
be the first source of information for clarification of that, or, as I 
understand it, they can also in some cases go back to the office of 
origination to find out the information that they need for clarifica- 
tion, or if it comes to specifications, they can come down to our place 
and go through the bid, item by item, refer back to the basic specifi- 
cations which it covers, and the items will be cleared up right there 
in our office. We carry a complete library with just that information. 

Mr. McKinnon. There is no need of that time lag of writing back 
to Washington ? 

Captain Wutrr. If they go back to Washington, they defeat them- 
selves. 

Mr. McKrxnon. They can get all the information from your office 
in regard to military procurement in your office ? 

Captain Wutrr. We have a complete file, and it is up to date as 
much as anybody’s file is in the area. 

Mr. McKinnon. Can you suggest anything to assist these fellows 
on making defense orders more practical in the way of securing nrate- 
rials to fill your needs ? 

Captain Wourr. No, that, I cannot. 

The Cuarrman, Thank you, Captain. Mr. Highbee. 


STATEMENT OF C. E. HIGHBEE, PURCHASING OFFICER, SAN FRAN- 
CISCO PORT OF EMBARKATION, TRANSPORTATION CORPS 


Mr. Hicueer. Mr. C. E. Highbee, purchasing officer, Transporta- 
tion Corps of the San Francisco Port of Embarkation. This service 
is centralized in Marietta, Pa. Some items are decentralized to the 
ports of embarkation since the Korea incident. The dollar value since 
July 1 is approximately $5,000,000. It has all been advertised. The 
bulk of my procurement is stevedore contracts with the Transporta- 
tion Corps. Since July 1 they are approximately $12,000,000. The 
combination of the two represents procurement of approximatel 
$17,000,000 plus since the Ist of July. We consider stevedores small 
business, because they are fixed permanent payrolls, and those pay- 
rolls vary from 30 to approximately at the most 200 men. The rest 
of their manpower they draw from the hiring halls daily as they 
need it. They could well be big business one day and be small business 
the next. I have both percentage figures. 

Stevedores are considered small business—93 percent of our dollar 
volume goes to small business; 7 percent to big business. Considered 
the other way, 43 percent small business, 57 percent big business. 
We maintain a bidders list, and in the event we do any negotiating 
of supplies, which is rare except for small lots, we use identically the 
same list. We have no two separate lists. I think that is about all 
I have from the Transportation Corps unless there are some definite 
questions. Ours are labor contracts. 

The Cuarrman. Thank you, Mr. Highbee. Mr. Goldenberg. 


8$6267—51—pt. 1——-53 
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STATEMENT OF CHARLES N. GOLDENBERG, MARE ISLAND 
SHIPYARD 


Mr. GotpenserG. I am Charles N. Goldenberg, Mare Island Ship- 
yard. First, I would like to say that we favor the pool idea. I think 
we fathered the idea during World War II and found it beneficia! 
to us in that we had one man contacting us rather than many. It 
was good for him and good for us, and principally in subcontracting 
or farming out assembly work where various trades were involve: 
such as ferrous castings, nonferrous castings, machining, structural! 
work, assembly, and so forth. This could be given to one entity, 
and the finished product came back, whereas, no one plant woul 
have all of the varied facilities to do all of that work. We definite}, 
favored it. 

As | testified yesterday, we have awarded, or we have not awarde: 
but through the Navy purchasing office, which is the awarding agency. 
there has been awarded since we have gotten into the farm-out pro- 
gram $353,741 worth of work which has gone to 30 firms ranging in 
number of employees, the lowest being one in a machine shop, thie 
largest being 3,000 in Canton, Ohio; outside of a metals company 
in Oakland, which has 950 employees, and the manufacturing con.- 
pany in Canton, Ohio, all plants are small business—6 of the entire 
30 are over 100; the other 24 are less than 100. 

We have at present in our farm-out section work in the amount 
of estimated cost $632,811. That will be awarded as soon as tl 
paper work can be gotten out, probably within the next 45 days. | 
think that is all. 

Mr. McKinnon. That concludes your statement ! 

Mr. Gotpennerc. Yes. I might add one point for Mr. Hill’s benefit : 
that one of the most successful small-group employees that we hai 
during the last war was the Denver operation, which was practical!) 
a subsidiary of Mare Island and constructed many subassemblies that 
went into finished vessels. 

Mr. Hitz. They did a very good job? 

Mr. Gotpensere. Yes, sir. 

Mr. McKinnon. Thank you, sir. I think that answers some of 
the questions we had, particularly about those orders we were talking 
about yesterday. 

Mr. Hut. I will ask permission to file a statement by the S. & Q 
Construction Co., signed by Mr. J. Quetnick, president. Also, 1 
statement by Mr. O. H. Davison, of O. H. Davison & Co., 609 Missi 
Street, San Francisco. They wanted to file their statement. 

(The statements are as follows :) 


STATEMENT OF J. QUETNICK, Prestpent, S. & Q. Construction Co., San 
Francisco, CALIF. 


Gentlemen, J. Quetnick, the undersigned, is president of the above corpora- 
tion, which was incorporated in California with offices at the above address 

The shareholders of the corporation are J. Quetnick and Albert Shansky, both 
of whom are graduate engineers from Stanford University, 1941, and both of 
whom were commissioned in the United States Army. 

J. Quetnick served with Army Ordnance in the African and- Italian theaters 
and thereafter in San Francisco Ordnance district in its procurement an 
contracting branch. He is familiar with Army procurement, contracting and 
to some degree with the processing of claims against the Army. Altogether. 
the firm has been in the construction contract business since 1947. 
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S. & Q. Construction Co. has had difficulties with the United States Army 
engineers which it would like to call to your subcommittee’s attention in the 
hope that the situation can be remedied if not on its behalf, at least for the 
future. 

The facts of which it complains are these: 

On June 24, 1949, S. & Q. Construction Co. contracted with the Army engi- 
neers, San Francisco district, to construct family quarters on the Army Two 
Rock Post. The contract is numbered W 04-203 eng 3148. Performance was 
completed on March 20, 1950, and according to Colonel Laux, who was stationed 
at Two Rock Ranch an Army inspection team rated 8. & Q. Construction Co.'s 
performance as the best of its kind since the end of hostilities in World War II. 

At this date, however, change orders which were approved by Col. F. 8. 
Tandy, the former commanding officer of the San Francisco district, by his 
letter of June 16, 1950, are still unpaid, although 8. & Q. furnished all the 
requested proofs by letters of July 5 and October 3, 1950. At the very least, 
the Army has had 6 months to pay on these change orders, but despite frequent 
telephone calls and a letter of inquiry, it has done nothing. Colonel Tandy has 
been transferred and civilians have undercut his decisions. 

S. & Q. admittedly performed its work 73 calendar days late for which the 
Army is holding up $25 per day as liquidated damages. This, despite both the 
fact that it did not actually need the buildings on time accérding to the colonel 
in command of the post, and further that an extension of time was requested 
upen contractually proper grounds, by letters beginning in December 1949 and 
ending with a final submission of proofs on January 15, 1951. 

All the grounds for requested extension were within the Army’s own knowledge 
and yet proofs were demanded. These grounds consisted of adverse weather 
conditions and the fact that the Army permitted another contractor to cut across 
a roadway area 8S. & Q. had to build upon, coupled with other acts of actual 
interference. 

There is, in addition to the above matters, a principal claim of $28,723.91, 
which amount, if not seasonably paid, can seriously embarass this company. 
As it can readily be realized, a contractor relies on credit in order to take a job. 
In this instance, S. & Q. has been unable to pay subcontractors and materialmen 
in wore than 1 year since completion. There are at present five disputes with 
subcontractors which may easily lead to court proceedings. In short, S. & Q. has 
lost capital with which it could bid other work and its credit standing has been 
impaired. Prompt handling of this claim can be the answer to the question of 
whether or not S. & Q. can say in business. 

In fairness to the Army it has problems it may consider more urgent at this 
time. Some of its personnel appear highly skilled and sincere in their efforts. 
The plans and specifications, however, were a poorly drawn hodge-podge and con- 
tain items that they themselves admit have no application to the job. They 
should not have been in there and they caused confusion. The inspector on the 
job lacked skill and was antagonistic. Union labor’s output was seriously cur- 
tailed in efficiency sometimes up to one-third of normal as a result of interfer- 
ence of the Army inspector. But according to the affidavits of the unions in- 
volved, the men were average and normal. (The Army incidentally will be 
forced to impeach these affidavits in order to resist our claim.) 

The Army has ratified certain acts of its agents and then refused to ratify 
certain other acts done in the same manner. This has been most unfair and 
has caused real hardship. 

S. & Q. was taken off the Army’s mailing list and warned by Messrs. Tavelle and 
McDougall that any job would be taken out of S. & Q.’s hands at the least pro- 
vocation if we were the successful low bidder. No cause for this action was 
stated but apparently it is the result of S. & Q.’s claim having been asserted, in 
the course of which matters of Mr. Tavelle’s exceeding his authority were 
testified to by S. & Q. 

In receiving and processing claims, the Army has demanded proof of facts 
already adequately within its own knowledge. Its requests for proof are un- 
reasonable, for example, the Army admits the job was stopped by its inspector, 
for definite period of time; it knows S. & Q. performed late; it knows it is with- 
holding $25 per day for late performance and still it asks S. & Q. to explain 
how and why the job could not be completed on time. It puts the burden of 
explaining on the wrong party. 

They have demanded a record of the occasions and the duration of interference 
incidents of which we complain, but S..& Q. is too small an outfit to keep that 
kind of books and apparently all the Army invited was a lawsuit. 
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Economically a small concern cannot contract with the Army because pay- 
ments are held up too long. If it contests any arbitrary action, it has long 
delay to face. If it quits the job for preach of contract, and tries to go to court 
to compel fair treatment, it runs into mure delay and expense and it has to 
employ attorneys and accountants. 

We have definite recommendations to state, namely, that a time limit of some 
kind could fairly be placed on determination of claims. Delayed payments should 
carry interest. Job inspectors could be better trained, and regular Army officers 
who act in a judicial capacity should have basic contract training. Moreover, 
some action should be taken against removal of a contractor from list of those 
from whom bids are invited. 

Respectfully submitted. 


& Q. Construction Co., 
QUETNICK, President. 


Ss. 
By J. 


STaTEMENT or O. H. Davison, O. H. Davison & Co., SAN Francisco, CaLir. 


1. As a businessman interested in selling to the Government, I am very 
interested in all information published by the Government on this subject. I 
have noticed lately that the defense departments no longer disclose the quantities 
and dollar values on the Commerce Department weekly Consolidated Synopses of 
Contract Award Information. Why? What is the committee doing, if any- 
thing, to overcome this? 

Information: The releases are censored because the Commerce Department, 
or someone in the defense agencies, feel they are disclosing information which 
should be secret. However, the only information ever carried in these releases 
was labeled “nonsecret” by the military. As a matter of fact, former NPA 
Administrator Gen. W. H. Harrison told the Senate Small Business Committee 
in January that these releases did not violate miiltary security, that his feeling 
was the information they carried should be broadened, not narrowed down. 
In any event, this information which has been censored in the Commerce Weekly 
releases is now appearing, in dribs and drabs, in the Nation’s press right up to 
the present moment. In the absence of this information it is difficult to check 
on the degree of small-business participation in the defense-contract picture. 

2. I am also interested in knowing what, if anything, the committee is doing 
about restoring the old Economic Cooperation Administration commodity sup- 
plier data reports (these reports showed who is selling what, to Whom and for 
how much ECA tax money, in the foreign aid program). I know these reports 
were issued upward of 4 to 6 weeks after the transactions occurred, but I have 
found them helpful and I have found nothing to present to take their place. 
Why were they killed? 

Information: ECA says these reports were killed because they were useless, 
were replaced by importers directories and summaries of contract information, 
nlso because they cost upward of $100,000 vearly to print and mail. However, 
and perhaps significantly, ECA also said that publication of the data reports 
was objected to by sellers in the ECA program on grounds that it disclosed their 
business transactions. This sounds fishy, was it for this reason really that the 
reports were discontinued? As in No. 1 above, in the absence of this information 
it is difficult to check on the degree of small-business participation in the ECA 
picture. 

3. What is the House Small Business Committee doing, if anything, to help 
small-business men obtain financing when private sources won’t come through” 
Has the committee taken any stand on the RFC for its service to small business? 
Aside from the Defense Plants Corporation bill, is it trying anything along these 
lines? 

Information: Ninety percent of RFC’s loans are to small business. RFC is the 
only last resort lending agency for small business in the Nation. None of the 
loans to small business have been questioned. Losses on them have run under 
three-fourths of 1 percent. Special loan programs announced for small business 
by private financing institutions have fallen down ingloriously. The Smal! 
Defense Plants Corporation bill, which contains emergency financing provisions 
for small war contractors, hasn't even come up for hearings, may never go 
through. Other bills in Congress on this subject have died aborhing. 
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WHAT, IF ANYTHING, IS THE COMMITTEE DOING ON THIS PROBLEM ? 


4. What is the committee doing, if anything, to reverse the armed service 
—," increasing negotiated contracts, and decreasing advertised bid con- 
tracts 

Information: Popular supposition is that small business is faring better under 
advertised procurement than under negotiated contracts. House Small Business 
Committee has said as much itself. However, late Munitions Board releases tell 
that as negotiated contracts have increased, the small-business share of adver- 
tised contracts has decreased. How about the consistent falling off in the small- 
business share of defense contracts? In 1949, 27 percent; 1950, 24 percent; 
ist half 1951, 21 percent against World War II 21.99 percent. Isn’t there some 
connection between this and the policy of censorship on defense contracts infor- 
mation? What has the committee accomplished on this score? 

5. What, if anything, is the committee doing toward securing fair shares of 
goods for small firms? Has the committee ever sought enforcement of the 
Wherry-Sparkman amendment to the Defense Production Act (supported by 
Mr. Patman in the House) to counter NPA allocations programs which have 
frozen small business out ? 

Information ; The Wherry-Sparkman amendment requires the President, when 
materials are allocated and are in short supply, to give small business a fair 
share of available production on the basis, insofar as possible, of its share of 
production prior to June 1950. Mostly the base periods selected have favored 
giant concerns over small concerns. And mostly the NPA allocations orders 
have favored giant concerns at the expense of small concerns, 

6. What has the committee done to secure aantveeatione representation on 
policy making defense bureau advisory committees? 

Information: The flood of orders, and requirements published by OPS and 
others, look like they were written for firms employing batteries of people con- 
cerned with bookkeeping only. Small firms cannot live with this sort of stuff. 
Feeling is that if small business were really represented on the policy-making 
councils back at Washington a lot of the gobbledygook would be eliminated. 
What has the committee done to help those organizations back at Washington 
who have been trying to secure such representation (answer: nothing). 

7. What has the committee been doing to help secure tax relief for small 
firms? 

Information : Many small firms are now squeezed between materials shortages, 
rising prices. They are having one hell of a time keeping their heads above water 
even at present tax rates. If rates are increased they may be forced into bank- 
ruptcy. The committee did a wonderful job on some legislation last year. What is 
it doing about this matter? Has it concerned itself at all with these rapid 
amortization certificates passed out by NPA to giant firms, which make the tax 
load heavier on small! firms? 


Mr. McKinnon. We would like to hear from Mr. Judge, the 
regional director of NPA. Mr. Woodruff, we would like to hear 
from you too. 


STATEMENT OF JOHN JUDGE, REGIONAL DIRECTOR, NATIONAL 
PRODUCTION AUTHORITY, SAN FRANCISCO, CALIF. 


Mr. Juper. My name is John Judge, regional director, field service, 
Department of Commerce, 876 Market Street, San Francisco. Our 
office has been here for some thirty-odd years. We are fairly well 
known to the business community and other Government agencies, I 
believe. Mr. Woodruff, who is our small-business specialist, will fol- 
low me and tell you the general story of small busines a carried on by 
our office. 

I would like to make one or two comments, however, before Mr. 
Woodruff takes over, if I may, sir. No. 1, just a word or two in 
behalf of the procurement officers of the various services. We know 
that they have tried to broaden the base of their procurement activ- 
ities, because they have been in touch with our office time and again 
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seeking the names of manufacturers to be added to their list. That 
has been going on for a long time, just a natural process. No. 2, 
we have the information booklet similar to this one I see over here 
of the Army, Air Force, Navy, and General Services Administra- 
tion—“How To Sell to the Government.” Those have had rather 
wide distribution. Of course, there are some people who do not 
have them, but we have found them very helpful in our office in 
giving basic information on how to go about dealing with Govern- 
ment agencies. 

The next item I wanted to mention is about this synopsis and the 
weekly awards amounting to $25,000 and which program has been 
worked out in the Department of Commerce in cooperation with 
the Department of Defense. We have some 6,000 outlets now, as 
Colonel Philipps mentioned not so long ago. That would seem to 
be a pretty good distribution, countrywise, and no one should have 
to go more than a few miles outside of his own bailiwick to consult 
those synopses to see the award information if they are interested 
in who has gotten the awards so that they may approach them with 
the idea of subcontracting. 

Mr. McKinnon. May I ask you a question right there: As I 
understand from some of the smaller businessmen, do these lists 
carry the contracts that are negotiated? Is there a summary sheet 
on that? 

Mr. Jupee. I understand they do. 

Mr. Wooprvurr. We carry most of them if they are in excess of 
$2,500. There is nothing on the summary sheets below that. They 
have even gone so far a few months ago to carry some which might 
even be called semiclassified. In those cases they left off the intimate 
details and simply show the company and general item. 

Mr. McKinnon. How much additional work would be involved 
if you put in the subcontracting work rather than forcing the people 
into running each contract down? It seems to me that it would incur 
a little more effort on the part of publishing the list but it would 
save untold correspondence and the cost involved therein of writing 
a letter and answering a letter and going back and forth. 

Mr. Wooprvurr. That is something that should be worked out, I 
think. 

Mr. McKtnnon. That would have to come out of the Washington 
office, wouldn’t it? 

Mr. Juper. Yes. 

Mr. McKinnon. It would have your recommendation ? 

Mr. Juper. Yes. The next item I had in mind was on the decen- 
tralization or rather, if the local people would call on us first, let us 
have a crack at the problem first and see if we can’t do something 
about it. Despite the fact we have been around here a long time— 
we are proud of our reputation in the business field—but it certainly 
hurts our pride sometimes to find out the fellow just across the road 
doesn’t even know we exist, and it happens quite frequently, and they 
go through the rigamarole and land back with us anyway. 

Mr. McKrxnon. You should not feed bad that way. We get letters 
from our constituents addressed to the Congressman two back from 
us. They don’t know who their Congressman is. 

Mr. Juper. It occurs to me that, if you want to sell the Government, 
you have to be aggressive just as you are when you try to sell private 
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enterprise. These men are busy, of course, and you just have to keep 
right after them just the same as if you come into my office, I always 
think I am busy, but if you keep after me, I will find time to talk to you. 

Mr. McKinnon. We would be pleased to have any remarks you care 
to make, Mr. Woodruff. 


STATEMENT OF MERRILL WOODRUFF, SMALL-BUSINESS SPECIAL- 
IST, DEPARTMENT OF COMMERCE, NATIONAL PRODUCTION 
AUTHORITY, SAN FRANCISCO, CALIF. 


Mr. Woovrvurr. I am Merrill Woodruff of the United States De- 
partment of Commerce, regional office, and the National Production 
Authority. Ihave not much toaddtothat. Ithank you and probably 
almost everyone in the room is familiar with the programs which 
have been carried on by the Small Business Division of the Depart- 
ment of Commerce for several years. One of the most responsive one 
of those was the procurement program, the procurement information 
program, which has been discussed here in these two documents, the 
Daily Bid Synopsis and the Weekly Contract Awards. Certainly, 
they have limitations to them. It can’t be otherwise, because while 
it is not such a terrific job to publish these, the assembly of the in- 
formation and getting it so you can publish it is a terrific job. It 
places it on all the people in the military and General Services Ad- 
ministration. They have a daily job of getting that to our Chicago 
publishing office where it is put out. I want to endorse what Mr. 
Judge said, because the use of that is up to the individual man that 
uses his initiative and resourcefulness in using it. 

One of the things I left with you here, I described how a business- 
man has to learn new nomenclature. That was brought out yesterday 
by the men; some of the words to them mean nothing. You will be 
interested, Congressman Hill, in the illustration I used in that, be- 
cause it deals with a firm in Longmont, Colo., who outfoxed everybody 
on the coast even though the delivery was to be made 150 miles from 
us and has been successful in doing it several times since, because it 
has been a repeat item. 

I believe that the small-business people have on the whole been quite 
successful in their efforts to get a share of this business. I believe that 
a lot more can be made available to them if you can prevail on the 
military, on the procurement arsenals of which there are seven or eight, 
something like that, on the various other centralized procurement 
sections if they will split up their procurements so that many more 
people can enter into the competition for them than to have $6,000,000 
worth of antifreeze in one order, for example. It should be possible, 
if they want a certain standard part that they could hand out to each 
one of the different districts, the San Francisco chemical district, 
Ordnance district, $100,000 or $200,000 of that and tell them to place 
it with two or three people in their area. It means more work for 
them, but it certainly will be helpful to the smaller people to have 
a chance to reach in on a sizable business that they can handle. 

Mr. McKinnon. It would keep alive competition which, in turn, 
would bring about a better price. 

Mr. Wooprurr. Very much so. Many of these things are to be de- 
livered here on the west coast. Lots of them are going overseas from 
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here. It would seem to me that it would be in the better interests of 
everyone to stimulate the production of as many of those things or 
delivery of as many of those things that they can, close to the point 
they have to be shipped from also. 

here was one point raised this morning, Congressman, relative to 
the vacant houses in Fresno as compared to the demand or need for 
home building. 

Mr. Hitz. I didn’t raise the question. They told us about that yes- 
terday. 

Mr. Woovrurr. There is really in some of the localities here, par- 
ticularly those where there was some substantial development of mili- 
tary work during the last war what has been described to me as the 
small-town-labor crisis, and that crisis is this: That the people be- 
cause they have no Government orders in those towns are leaving 
those towns to more concentrated centers where some of the larger 
firms have been able to obtain the contracts. That is why you have 
a temporary, let’s hope, displacement or vacancies in some of the 
homes around here. 

Mr. McKinnon. I don’t know whether there is anybody here from 
the Air Force or not. 

Mr. McCoy. A. W. McCoy, One Hundred Sixteenth Naval Air 
Station, Alameda. 

Mr. McKinnon. Mr. McCoy, I do not know whether this falls 
under your jurisdiction or not, but it is a problem that we have talked 
about considerably in this allocation and dispersal of war orders. 
A little while ago we talked about atomic attack in concentrated 
areas and what it would mean to our labor forces as well as our 
civilian safety. 

I understand that Lockheed was letting a lot of work on wing 
fabrication to some of this pool in the San Joaquin Valley, and we 
get the news that Kaiser is going to build a plant in the bay area. 
Are you familiar with that order? 

Mr. McCoy. Yes, sir. 

Mr. McKrnnon. It is pretty hard for us to understand why you 
pass over these pools that have been developed, time goes by, and 
then construction of a new plant is started that would be subject to 
atomic attack and you concentrate your housing problems and every- 
thing else. 

Mr. McCoy. I think the Navy could give a better answer to that. 
I believe that is a Navy contract. 

Mr. McKinnon. I can understand how the small-business man gets 
confused now. 

Mr. McCoy. We get confused ourselves. After all, everything that 
comes from the Air Force, procured by the Air Force is procured in 
Dayton. We here act as an administrative and service only. The 
problem here as far as the small-business man is concerned in this 
area is not—it is a case of how many contracts can be let here. The 
Air Forces only have one contract in this locality which is with a 
contractor of over 300 people, and there are only three other contracts 
in which there are from 100 to 300 people employed. We have very 
few contracts in the area, very few. We also have very few local 
businessmen trying to get Air Force bids in comparison, say with 
the Navy. An awfully lot of them do not know they exist, and we 
have got quite a bit of work publicitywise. Why that is I don't 
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know except that in the past this has been a naval area, and naturally, 
it goes back to do business where you did it before. There has never 
been a great deal of Air Force work here. 

As an example, we have what we call a business council room, a 
place where businessmen come in and get all the information they 
wish on our bids. We have everything there just as the others do, 
the specifications and plans and so forth. We have approximately 
four or five visitors a day on an average. In the Los Angeles office 
an equivalent for them, two or three hundred visitors a day—indus- 
trialists. Most of them are small-business men. 

Mr. McKinnon. Of course, the air manufacturing business is cen- 
tralized more in the South anyway. 

Mr. McCoy. It is, practically all of it, and our office has done a con- 
siderable amount of work with the cooperation of the Los Angeles 
office to get as much of the subcontract work as possible up into this 
area, not San Francisco but the hinterland area. 

Mr. McKinnon. What success have you had with it? 

Mr. McCoy. Not too much. Los Angeles and San Francisco are not 
exactly pals, and like any other place there is a little bit of competi- 
tion there, not in our own branch too much, but it is only natural that 
they would want to get their place as close as possible. Our contracts 
are big contracts. We buy principally aircraft. 

Mr. McKrynon. But you have subcontracting in the way of elec- 
tronic equipment ? 

Mr. McCoy. Most of it is subcontract work. We have been trying 
to get it spread out, and we have a special office in Los Angeles, and 
1 do not know whether you people are going to go to Los Angeles or 
not, but you will hear a great deal more about it there. We have not 
had any share of the Air Force work in this area, and there is no 
doubt about it as far as we are concerned and as far as the Los Angeles 
office is concerned, everybody knows it, and they are trying to get it 
spread around. 

Mr. McKinnon. Thank you, sir. We are glad to have you with us. 
Mr. Bradford, of the General Services Administration, we would like 
to have a word from you as to what your agency is doing. 


STATEMENT OF ROBERT B. BRADFORD, REGIONAL DIRECTOR, GEN- 
ERAL SERVICES ADMINISTRATION, SAN FRANCISCO, CALIF. 


Mr. Braprorp. I am Robert B. Bradford, the regional director for 
the General Services Administration in Arizona, Nevada, California, 
and the Territory of Hawaii with offices in San Francisco. We are a 
new agency created by Congress pursuant to the Hoover Commission 
recommendations, and we came into being nationally on July 1, 1949. 
This regional office has been in operation for 6 months or since October 
1, 1950. 

We are a combination of formerly separate old programs and a 
few new programs. To outline our responsibilities in about two 
sentences, we are the people who buy the strategic stockpile materials 
under the direction of the Munitions Board. We are the real-estate 
people for general Government space. This is one of the buildings 
we manage here. We handle leases for the Government, including 
leases for the military. We do whatever construction work there is 
on general purpose buildings and of which there is not much during 
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this emergency period by agreement between the Congress and thx 
executive branch. We do the alterations and repairs on Government 
buildings. We are the management people for the records of the 
Government, and our other big service is that we are the Govern- 
ment’s central common use item procurement service for other Govern- 
ment agencies. 

We have two large warehouses in this region, one here in San Fran- 
cisco and the other in Wilmington, Calif., which is in Congressman 
Cecil King’s district down south. Through those warehouses we keep 
stock levels of common use items which all Government agencies can 
draw upon. We generally put out small orders and not large orders, 
because, as a general rule, we are replenishing stock in a warehouse to 
bring it back to a level rather than buying huge quantities for direct 
delivery although we do a pretty heavy direct-delivery business on 
items which are not commonly used. 

We store in our warehouses something under 4,000 items at the same 
time. By the end of this year we expect to be storing nearly 10,000 
items in our warehouses. Altogether we buy about 6,000 items for 
other Government agencies. We have no independent program of our 
own. In that sense we are a service agency for the Government and 
not one carrying out an independent mission. So much for what 
we are. 

Now, speaking more specifically about procurement, we are greatly 
decentralized. We have 10 regional offices, and all of the 10 regional 
offices have unlimited purchasing authority delegated to them by 
Washington. All of those 10 regional offices buy all of these 60,000 
items I talked about. We make our awards here, and almost all of 
those 60,000 items are bought locally. A few where the Government 
can get a price advantage by single purchase are bought at a specific 
location such as automobiles or automobile tires, certain chemicals, 
the kind of paper you see on the table here and that sort of thing. 

We have our own bidders’ list the same as the military has. We have 
thousands and thousands of names on our bidders’ list. We will put 
any businessman’s name on our list at any time and name him on that 
list and mail him invitations to bid if he will tell us what he makes. 
Sometimes there is confusion, and they do not hear from us. We think 
that the problem there has been caused by the fact that the man said 
he makes screw drivers and what he may make is hardware, and we 
may want wrenches and not screw drivers on a certain order but he 
thought we were going to order screw drivers. ‘ 

One gentleman here yesterday said the Government was hard to do 
business with, and I agree with that. The Government is hard to do 
business with. That has been one of our matters of concern because 
we are hard to find. We want to make ourselves a little more acces- 
sible to get to, and we have been hoping that we could open up an 
information center in northern California and another one in south- 
ern California so that people who wish to supply us with property 
could easily come into one center where we would have a bid box 
where all bids could be deposited. We would open all bids publicly 
in this room. 

We would have all of the booklets from the military which the com- 
mittee has been talking about and could more easily refer suppliers 
from our office over to the various military agencies, give them the 
telephone numbers, the man’s name, and so forth. I have now space 
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for both of those information centers, and we have received a small 
budget from Washington to open the rooms up and put some people in 
there to start making ourselves more readily accessible to the small- 
business men. 

Mr. McKixwon. That space is in San Francisco? 

Mr. Braprorp. And Los Angeles. We know we are going to make 
a lot of mistakes in our information centers for a while but we will 
learn as we go along. We expect as soon as these centers are open to 
start selling thousands of specifications printed by the Government 
Printing Office. We have x on and: now, but we are not going 
to start selling them over the counter until we get the counter. Those 
specifications will sell for 15 cents apiece more or less depending on 
the complexity of the specifications. Our specifications are now avail- 
able in our offices, and we will show any businessman the complete 
specifications for any article they want to buy from him. Shortly, 
we will be selling them for a small price. 

We do not issue very many DO ratings nor are we trying to get DO 
ratings to issue. What we would rather do is stay away from criti- 
cal material. We are buying less and less steel furniture, for example, 
and more and more wooden furniture. We are down grading our 
products to keep from interfering with the military and other emer- 
gency agencies. However, whenever we buy an item for the military 
we have a right to replenish our stock by using a DO rating, and if 
the manufacturer needs it, which he probably will, particularly on 
metal items, we will pass the DO rating along to the supplier. 

Mr. McKinnon. Let me ask you a question on that. i hen you are 
supplying the military do you supply them with venetian blinds for 
their various officers clubs ¢ 

Mr. Braprorp. We supply Government agencies anything they or- 
der, and it goes all the way from women’s girdles to venetian blinds 
or lumber or paint or almost anything. 

Mr. McKinnon. We have had venetian-blind dealers appearing be- 
fore us because they can’t get material they are going out of business. 
Are these orders coming in for wooden or aluminum venetian blinds 
lately ¢ 

Mr. Braprorp. Most of our orders for venetian blinds would be 
orders we would place for building like this one that we manage and 
control. If we were building two new court rooms in this building 
which we are, and if the specifications called for venetian blinds made 
of aluminum, we would get the aluminum blinds, but we would not do 
it until we tried to talk somebody out of it and get wooden blinds. We 
try to control that thing. 

Mr. McKinnon. Who has the final say on a thing like that? Here 
we are short of aluminum blinds, an architect has a right to ask for 
them because he happens to be Government but another fellow in pri- 
vate business could not get them, could he? 

Mr. Braprorp. Sheet aluminum is very tight, and the answer is 
“No.” Our Washington office where most of our architectural work is 
done on construction would turn down venetian blinds. We might 
insist on metal equipment windows because they last longer, but we 
would turn down aluminum blinds. 

One more point I would like to make, it seems to me by the very 
nature of our operation we are supported by small business. We are 
an agency which during the last 3 months—January, February, and 
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March of 1951—bought about $1,200,000 worth of replenishment stock, 
and 82 percent dollarwise went to concerns of less than 500. That is 
the same definition used by the military. I don’t know what per- 
centage went to firms under 100 employees, but I should think well over 
70 percent, because 500 people is pretty big business out in the West. 

Mr. McKinnon. That 500 is a poor definition for small business. 

Mr. Braprorp. There aren’t very many concerns in the bay area that 
have more than 500 employees. But using that definition and using 
dollarwise figures we bought 82 percent of our purchases from smal] 
business. At the same time we only wrote contracts, only 74 percent 
of our contracts by number went to small business, so we are really 
doing a larger dollar volume with small industries than we are 
number of contracts. Eighty-two percent of our dollar volume went to 
small business. 

Mr. Hitt. What area do you really serve? 

Mr. Braprorp. Arizona, Nevada, California, and Hawaii. 

Mr. Hitt. You have 10 of those? 

Mr. Braprorp. There is an office in Denver serving the central Rocky 
Mountain region. Weare buying more and more locally with the idea 
that the Denver office can serve Denver agencies by buying in the Rocky 
Mountain agency. 

Mr. Hi. What system of coordination do you have for prices or 
quality of goods between your areas, any ¢ 

Mr. Braprorp. We have, I don’t know how many thousands of 
specifications, but we are the agency which writes Government speci- 
fications except for military. We have 50,000 standard specifications 
for Government property including everything in the room. This is 
one of our paint colors standardized exactly by chemical formula, and 
if one wall was dirty and you didn’t want to paint the whole room, it 
would match exactly if you painted that one wall. I agree that too 
specific specifications are hard for a small fellow to meet. It even 
goes down to alloys in metals, and we are going to have to relax them 
from now on until this emergency is over. 

Mr. McKinnon. Thank you, Mr. Bradford. A very good state- 
ment. I believe the last Government agency representative is Mr. 
McCollough from the RFC, Administrative Director. 

Mr. Waener. Mr. McCollough sends his regrets. I am his assist- 
ant, Carl E. Wagner, 130 Sutter Street, assistant manager. 

Mr. McKinnon. You may proceed, Mr. Wagner. 


STATEMENT OF CARL E. WAGNER, ASSISTANT MANAGER, SAN 
FRANCISCO LOAN AGENCY, RECONSTRUCTION FINANCE COR- 
PORATION, SAN FRANCISCO, CALIF. 


Mr. Wacner. The primary function of the Reconstruction Finance 
Corporation is to provide credit to any legitimate business enterprise 
when that credit is not otherwise available at reasonable terms. Our 
area here for this field office is from Bakersfield to northern California 
line. It includes the State of Nevada with the exception of the four 
eastern counties. Credit, of course, is something that has been pro- 
vided in the act for the Government agency. It should never be 
available through the normal lending institutions at reasonable rates. 
Those credits should be secured as to reasonably assure repayment. 





at 
ig 
ll 
nt 


ly 
to 


-e 
se 


la 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 835 


In addition to that function the field offices of the RFC have the 
function of passing upon the credit applications for loans under sec- 
tion 302 of the Defense Production het when such application is 
referred to it, to the agency by delegate agencies. 

Mr. McKinnon. How es that section been working out? Have 
you had any experience under it so far? 

Mr. Waener. We have processed some 8 or 10 applications up to 
the present time creditwise. I have not received any information 
as to whether or not the credit has been granted by the National Secu- 
rity Resources Board. We do not approve nor do we recommend to 
the delegate agency the making of the loan. We merely write the 
credit report for them. 

Mr. acluwston. If a small-business man wants to secure credit 
under that section of the Defense Production Act he makes his appli- 
cation to the military or to the NPA? 

Mr. WaAcner. He makes it to the delegate agency who has been 
assigned the particular type of function in which he is interested. It 
may be the defense administration for fuel or oil, or it may be in forest 
products, anybody in manufacturing, in which instance it would go 
directly to the Department of Commerce. Otherwise, it may be to 
the Department of Interior, Department of Agriculture, or one of 
the other delegate agencies that have been delegated under the Defense 
Production Act. 

Mr. McKtynnon. Your agney doesn’t come into play until after it 
has been approved by the delegate agencies and referred to the RFC 
for credit analysis? 

Mr. Waener. That’s right. 

Mr. McKinnon. Thank you for your statement, and we are sorry 
that Mr. McCollough could not be with us, but I think you have done 
as good a job as he would have done had he been here. Mr. Tolan 
was planning to be here from OPS, and he has been called away be- 
cause of some other work but Mr. McCormick was here a few minutes 
ago. Is he here at the present time? If not, I think that completes 
the reports from the Government agencies and departments. We have 
a few more that we are going to allocate 5 minutes of time apiece 
for if they can tell their story in that length of time. The first man 
is Mr. Ernest G. Kramm, of the Electrical Contractors of Oakland. 


STATEMENT OF ERNEST G. KRAMM, MANAGER, NORTHERN CALI- 
FORNIA CHAPTER, NATIONAL ELECTRICAL CONTRACTORS 
ASSOCIATION, INC., OAKLAND, CALIF. 


Mr. Kram™. My name is Ernest G. Kramm. I am manager of the 
Northern California Chapter of the National Electrical Contractors 
Association, It had been our intention to be represented in this panel 
that was here this morning. First, before going into a matter con- 
cerning the subcontractors generally I would first like to clarify 
the position of the electrical contractors on a point brought out by 
Mr. Milton Morris in his statement earlier this morning. Speaking 
about waste in building construction he was critical of the various 
codes which in many cases are not too modern across the country. 
I should like to point out that the electrical construction industry 
itself is covered by a national code which is the National Electrical 
Code which is recognized as a minimum standard. 
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Insofar as the electrical wiring materials are concerned in residen- 
tial dwellings it is impossible to build with less copper than is now 
required under this National Electrical Code and meets the minimum 
standards of safety and fire protection. In fact, such minimum wir- 
ing requirements are in need today of being revised upwards because 
of the obvious increasing electrical loads to which every -household is 
being subjected today. With your permission we will prepare and file 
later an amplification in the form of a prepared statement on that 
subject. 

Mr. McKrynon. Very well. 

Mr. Kram. I veada also like to in as much as the matter was 
brought out that electrical contractors are concerned with the extent 
of purchase and hire work which is being done by Government agen- 
cies, I would call specific attention to the fact that there are 65 mainte- 
nance or day-labor electricians alone at the naval supply depot. That 
was pre-Korea. We can also furnish a statement on that. Also, there 
is at the veterans’ hospital in Livermore where they built. certain ad- 
ditions, they actually had purchase-and-hire employees making defi- 
nite additions, concrete reinforced, additions to the building there. 
We protested that but without success. 

Now, speaking for the subspecialty contracts generally, I would 
like to point out our position on the copper order, the so-called M~—12 
order. We take no issue with the need to channel the copper and 
copper alloy or any scarce material that may be needed or used in our 
general civilian program for our defense program. However, the 
electrical contractor every time he buys copper today has to sign this 
statement: 

The undersigned subject to statutory penalties certifies that acceptance of 
delivery and use by the undersigned of copper or copper products herein ordered 
will not be in violation of Order M-12. 

We consider the inventory requirements and the percentage use 
restrictions of the M-—12 order inapplicable to the electrical contractor 
and has the effect of increasing the price for which the electrical con- 
tractor does business. The inventory requirements of the M—12 Order 
as written are inconsistent with the basic nature of the specialty build- 
ing contractor’s business. The order illogically limits him to a 60-day 
inventory or practical minimum working inventory whichever is less, 
but the contractor is required to bid his work on a firm bid basis, and 
he positively commits himself to have this material available for the 
job and on schedule even though it may take several months and even 
in excess of a year to complete. Moreover, he commits himself on the 
price of the job and must protect himself either by getting firm quo- 
tations from the various distributors for delivery of the material on 
the necessary dates or by buying the materials at once upon being 
awarded the specialty contract. It so happens that today no distrib- 
utor will guarantee the price long in advance nor will the distributor 
want to hold the material in his own warehouse lest he too be in viola 
tion of the inventory requirements of the copper order. 

More often than not the specialty contractor must purchase at once 
at today’s price the copper required for any firm bid job. If he is 
prohibited from doing so, he will be forced to drop out of competition 
by refusing to bid or adding a substantial amount to his bid to protect 
himself against bids or against delays for meeting appeal procedures 
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on inventories in excess of 60 days or if he is determined to act in 
competition, he must act in violation of the law. Inability to purchase 
in advance the specific scarce materials for the job inevitably will lead 
to the growth of gray markets. 

The percentage of use restrictions of the M-12 order, which cur- 
rently limits the specialty building contractor to using only 75 percent 
of the copper used during the base period is likewise inconsistent with 
the basic nature of the specialty contractor’s business, As explained 
before the volume of a given contractor’s business is dependent en- 
tirely upon his being the successful low bidder. If the competing 
contractors are limited’ only to those who have the copper available 
under the 75 percent of use limitation, there would be Vittle compe- 
tition today, and the price of firm bid jobs would skyrocket, thus 
defeating the very intent of the price stabilization program. 

We are told that the Government deliberately used the first 6 months 
of 1950 as the base period to which the 75-percent limitation applies, 
because it is a well-known fact that building construction was slack 
during that period for both seasons and general economic reasons. 
As was explained by one of the gentlemen in the panel earlier this 
morning, we in the Bay region are in an area rapidly expanding resi- 
dentially and commercially and which is of key importance to our 
defense. So, the specialty contractor being unable to be assured of 
the availability under the law for material on construction jobs, which 
he wants to bid in competition with other contractors is in an unen- 
viable position. He may refuse at the risk of being forced out of 
business to bid work requiring him to use copper in excess of that 
allowed by the arbitrary copper order, or, too, he may bid the job 
in recognition of the obvious fact that some other contractor who a 
the material or has no regard for the law will bid the job in question 
anyway putting himself in violation of the law if awarded the job. 

The proper control of copper use as we see it should be through a 
controlled materials plan a as was used during the last war. We 
have heard that the Government contemplates putting into effect a 
similar plan about July 1, 1951. It is, therefore, our recommenda 
tion that in the meantime the specialty contractor be immediately 
removed from both the inventory control and percentage of use restric- 
tions as now written into the M-12 order. The following existing 
controls should suffice for the time being : 

1. The M4 order as currently in effect prohibits construction of 
places of amusement and allows construction on the basic of essen- 
tiality on the basis of commercial and other building only by specific 
license. Surely, if under these regulations permission is granted 
to construct a building, no further controls should be exercised upon 
building materials other than the existing order prohibiting the use 
cf copper in certain forms and products. To superimpose that the 
specialty building contractor level, inventory controls, and percentage 
of use restrictions serves to lessen competition, increase the contractor’s 
overhead needlessly, and force prices upward, no one could deny. 

That part of the copper po a which prohibits use of copper in 
certain forms and products, if modifications are made along practical 
lines, will suffice until a controlled material plan is in effect. This 
is a desirable type of control since its effect is at the point of final 
issue. There were some complaints that were made earlier in the 
testimony which are pertinent to this point. The third type of 
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existing control which constructively limits copper use is that on 
credit. Such controls were discussed by other persons on the pane! 
this morning. Due consideration should be given, we reiterate, to the 
construction needs of the Bay area as well, of course, to any other 
area in the United States where there is an expanding economy vita! 


to our defense program. ; 
It is most apparent that in the specialty contracting industry the 


M-12 provisions in regard to percentage of use as determined by « 
base period have no bearing on the contractor's present need and fur- 
ther, can have no real bearing on any decision to approve relief should 
relief be requested. The true measure of the contractor’s need is the 
approved work that he is committed to perform and the time sched- 
ule applying to this work. Beyond that there are also the material 
requirements for such maintenance service and other work he is called 
upon to perform to assure that our economy is at all times supported 
by electrical and mechanical machinery. If this is the true measure 
let’s so recognize and apply relief in the simplest manner possible. 

(The following letter was furnished the committee for insertion 
in the record as a supplement to statement by Ernest G. Kramm, man- 
ager, Northern California Chapter, National Electrical Contractors 
Association, Inc., Oakland, Calif. :) 


NORTHERN CALIFORNIA CHAPTER, 
NATIONAL ELECTRICAL CONTRACTORS ASSOCTATION, INC., 
Oakland 12, Calif., April 5, 1951. 
Representative MIKE MANSFIELD, 
Chairman, House of Representatives Small Business Committee, 
San Diego Hotel, San Diego, Calif. 

DEAR MR. MANSFIELD: This letter will supplement the statement made by the 
undersigned before your committee Tuesday, April 3, at which time I spoke on 
behalf of the Northern California Chapter of the National Electrical Contractors 
Association, 

At the April 3 hearing a statement had been made by Mr. Milton W. Morris, 
executive vice president of the Associated Home Builders, San Francisco, that 
certain large economies could be made in the use of strategic materials through 
the adoption of modernized building codes providing minimum standards of per 
formance and methods of application. He further stated that “sacrificing 
nothing by waste it would still be possible to build * * * just as good a 
house with 75 percent less copper. 

We presume that Mr. Morris was referring to the use of copper and copper 
alloys in all forms such as builders’ hardware and plumbing materials, as wel! 
as wiring materials. 

We take issue with this statement insofar as it may have been meant to apply 
to wiring materials. 

For over half a century the electrical construction industry has had a Nation- 
wide code, known as the National Electrical Code, which is recognized as a 
minimum standard for electrical safety. 

The electrical construction industry wants it clearly understood that insofar 
as wiring materials in residential dwellings are concerned, it is impossible to 
build with less copper than is now required under the National Electrical Code 
and meet the minimum requirements of safety and fire protection which com 
prise this code. In fact, such minimum wiring requirements are in need today 
of being revised upward because of the obvious increase in electrical loads to 
which every household is being subjected. 

Many erroneous ideas concerning the efficient use of wiring materials in the 
electrical construction industry have arisen from the published recommendations 
to the NPA of a recent round-table discussion sponsored by the Architectural! 
Forum, the magazine of building. At this discussion there was no representative 
present who had practical experience in electrical installation and design en 
gineering. These recommendations pretended to say how building costs could 
be reduced by 30 percent and how substantial savings in critical metals could 
be made if the NPA followed its recommendation to refuse priority assistance 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 839 


on any materials used in any installation above the requirements of the Na- 
tional Electrical Code. 

An authoritative reply to these charges and recommendations was provided 
by the national office of our association under date of March 15 in the form 
of a letter to Mr. Frank Creedon, Assistant Administrator, NPA. We are en- 
closing a copy of this letter which we wish included in your records as part of 
our testimony. 

Very truly yours, 
ORNEST G. KRAMM, 
Manager. 


NATIONAL ELEcTRICAL CONTRACTORS ASSOCIATION, INC., 
Washington 6, D. C., March 15, 1951. 
Mr. FRANK CREEDON, 
Assistant Administrator, National Production Administration, 
Washington 25, D. C. 

Dear Mr. Crerpon: The February 1951 issue of Architectural Forum, the 
magazine of building, contained an article entitled “Home Building Costs Can be 
Cut Up to 30 Percent—and This is How the Cuts Can Be Made.” This article 
described a “round-table technical report,’ presumed to make certain observa- 
tions and recommendations on design, construction methods, and types of ma- 
terials used in the usual low-cost home construction by home-building contractors 
and specialty contractors, including electrical contractors, 

This round-table panel publicly addressed certain recommendations to your 
office and some of them, affecting the safety, convenience, and necessity of the 
public, require in the public interest some qualified review and comment. This 
is particularly necessary in view of the fact that there was present at this 
round-table discussion no representative who had practical experience in electri- 
eal installation and design engineering. 

The round-table report implies that any standard of adequacy and convenience 
is a wasteful practice for which the home owner pays a disproportionate amount 
for benefit gained. It implies that present wiring standards for low-cost homes 
are extravagant. Allusions are made to certain local requirements, presumably 
such as the so-called all-metal codes prevailing in a handful of communities, 
in such a manner as to imply that they are the standard requirements in most 
localities. 

The National Electrical Code becomes invested in this report in an aura of 
righteousness and is championed as a2 maximum standard of electrical adequacy. 

Anyone remotely familiar with the electrical industry knows that these 
implications are false; that the National Electrical Code is solely a safety 
standard, and a minimum one at that. It never was intended as anything 
more than that and never should be. Electrical contractors helped write the 
National Electrical Code 54 years ago and since then they have been one of the 
most active groups in keeping in step with electrical progress. Our industry 
knows the code, its good points, its objectives, and its shortcomings. The fact 
that the National Electrical Code is merely a safety regulation is stated in its 
introductory chapter and is borne out by the fact that it is possible to wire a 
structure in strict conformance with the code, ‘yet nothing would operate 
satisfactorily. 

The danger in such recommendations lies in the possibility of the public officials 
of the National Production Authority, who develop and administer controls 
on critical materials used in electrical wiring, accepting them as authoritative 
and acting to further reduce the electrical-wiring content of low-cost homes below 
minimum standards of safety. 

Please be advised that the National Electrical Contractors Association holds 
no brief for any one wiring method, nor does it champion or promote any par- 
ticular code other than the National Electrical Code. The industry and NECA 
have one common goal, and that is to provide the public with a safe and efficient 
electrical system at a reasonable cost. We share with the administrators of 
the national defense program the desire to conserve critical materials. The 
industry's record in World War II, with which you are familiar, is convincing 
evidence of our intention and ability to make a little go a long way. We must 
admit that we are a bit amazed by all of this to-do about material conservation 
and reduction in cost of electrical wiring when the electrical system in one 
low-cost home, due to extremely low safety and adequacy standards and stiff 
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competition, contains little more than one-fourth the weight of copper and 
about one-hundredth the weight of steel that goes into an average automobile. 
Installed complete with fixtures, a low-cost home electrical system sells for 
slightly more than 1 percent and less than 2 percent of the selling price of the 
house. We wonder whether the pretended interest in conservation and cost 
savings is not shadow boxing with a straw man whv is not identified in the 
round-table report. 

Please look at these aspects of the situation: 

1. The round-table panel suggests that “since the electrical-wiring require- 
ments of a great majority of houses are very similar, NPA should invite the 
collaborative American Institute of Architects-National Association of Home 
Builders committees on architect and builder cooperation to draw up standard- 
ization requirements and should ask the Building Research Advisory Board 
for an immediate recommendation for the most economical use of metals in 
such standardized installations.” 

Comment: The simple facts of the situation are that in the case of prac- 
tically all low-cost homes no formal design or layout of the electrical-wiring 
system is ever made by an architect, consulting electrical engineer, home- 
building contractor, or anyone else. The layout of the electrical wiring is 
left to the electrical contractor. 

In most instances the home builder takes competitive bids from several 
electrical contractors to wire a house or group of houses. The basis is the 
minimum requirements of the National Electrical Code and local ordinances 
and a certain number of outlets. In a great majority of instances the 
minimum requirements of local ordinances are based upon minimum require- 
ments of the National Electrical Code, which, as pointed out, is a safety 
standard. It provides no assurance of efficient and satisfactory electrical 
use in terms of modern standards. Ninety percent of home wiring today 
is on a electrical-starvation standard. It is not unusual for the home 
owner to have to spend additional money and use even more critical materials 
than would have been necessary at the outset to bring his home up to a 
practical level of electrical adequacy. 

2. The outstanding development of housing merchandising of the past decade 
has been the inclusion in the home package, covered by long-term financing, such 
modern electrical appliances as refrigerators, ranges, garbage disposers, dish- 
washers, exhaust fans and lighting. The round-table panel inferentially sug- 
gests that provision of proper electrical adequacy for this equipment is a waste- 
ful practice. 

Comment: If such appliances are to be a part of the housing package, it 
is dishonest for the speculative home builder to offer the package to the 
public without an adequate electrical system to serve these appliances. If 
the wiring content of the emergency defense house is to be substandard, 
demand in any housing regulation that the occupant be told frankly that he 
may not have any of the modern conveniences which have come to be re- 
garded as things that make a house a home. 

3. The round-table panel report leaves the impression that electrical wiring is 
a very costly item in a house and that it is extravagant in its use of critical 
materials. 

Comment: Because of highly competitive bidding, electrical contractors 
have reduced the amount of circuiting and wiring materials to an irreducible 
minimum consistent with safety from the hazard of fire and shock. The 
average five-room, 1,000 square-foot, low-cost residence with seven lighting 
outlets, 17 convenience receptable outlets and nine single-pole switches will 
need about 20 pounds of copper and 22 pounds of steel for a knob-and-tube 
wiring installation, or for nonmetallic sheathed cable branch circuits and 
nonmetallic service entrance cable. When rigid conduit service entrance 
is required, 20 to 25 pounds additional steel is needed. It should be noted 
that service entrance in conduit requirements usually come from the power 
company’s desire to eliminate tampering with the meter and theft of cur- 
rent. It is not a device to make work for electricians and profit for con- 
tractors. Where flexible armored cable is required for branch circuits, an 
additional 130 pounds of steel is required. Where thinwall conduit is re- 
quired for branch circuits, the additional amount of steel, compared to non- 
metallic installations, would amount to about 175 pounds. Where rigid con- 
duit is required, the additional steel needed would amount to 415 pounds. 
The copper requirement remains constant. 
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4. The panel states that “NPA should not allow critical materials to houses 
for which local or FHA regulations compel the installation of ceiling lights in 
rooms other than kitchens, halls, and stairs.” It is implied that there should 
be no lighting outlets in the living room, dining room, breakfast room, bedrooms, 
bathroom, garage, basement, laundry, or porches. 

Comment: The recommendation is strangely silent on the use of candles. 
The housewife is going to have light, one way or the other. If lighting 
outlets are eliminated or reduced below a minimum standard, extension 
cords, ultimately consuming as much, or more, critical materials and more 
costly than wiring, are needed. They immediately become hazardous from 
wear and mechanical injury, resulting in possible fire and shock to small 
children. Wall switches appear to be an unpardonable sin. Does the panel 
wish to increase the high accident hazard in homes resulting from falls 
in inadequately lighted areas? 

5. While purporting to be concerned with the cost of low-cost residences, the 
panel recommends “the use of low-voltage wiring to light switches, which often 
offers substantial material savings in wiring wall switches, should be actively 
encouraged by NPA, HHFA, and AIA, and NAHB.” 

Comment: This statement is a display of electrical ignorance. Savings in 
the cost of a 1,000 square-foot house is being discussed. Such house rarely 
is wired with a sufficient number of simple, single-pole switches and almost 
never with multiple controls at each entrance to a room with three-way or 
four-way switching. In a large home it is possible that low-voltage control 
remote switching might effect only a very slight saving in the amount of 
copper wire used and a few ounces of rubber or plastic insulation compared 
to the usual wiring methods. But when the cost of extremely critical trans- 
formers and relays required in such a system are taken into account, the 
savings in cost and material in smaller control conductor is erased. We 
have no criticism of low-voltage control switching in the larger homes but 
it is a system that does not lend itself to reducing costs in a small home or 
in saving critical materials. The relays for such a system would probably be 
among the first to be withheld from such civilian use. 

The electrical contracting industry, through its national association, is keenly 
aware of the problems created by material shortages and the need to produce 
many low-cost homes. Through its research and education department and codes 
and standards committee, the association is in a position to work constructively 
with the other branches of the electrical industry, the building construction 
industry and Government agencies. Channels already exist in the electrical 
industry for the adjustment of minimum requirements for electrical construc- 
tion that might be necessary in view of material shortages. The electrical code 
committee of the National Fire Protection Association, on which the electrical 
contractors and all branches of the electrical industry have representation, has 
the authority to recommend adoption of such interim adjustments of the Na- 
tional Electrical Code. This was done during World War II. 

Possibilities of saving critical materials used in electrical construction exist 
in other than low-cost home construction. Such savings would release some 
materials to necessary home construction. The design and lay-out of electrical 
systems in new defense industrial plants and the electrical modernization of 
existing plants to make more efficient use of smaller-sized or existing raceway 
and conductors offer considerable possibilities. Higher voltage distribution and 
feeder systems, modern and centralized motor control centers, and power factor 
correction are examples. The use of aluminum conductor in the larger sizes 
is not an unusual practice of industrial electrical contractors. I believe that 
the National Electrical Contractors Association has made some specific sugges- 
tions on these matters to the National Production Authority. 

This otlice offers its fullest cooperation to you in the solution of electrical 
problems arising from the defense program. Our pool of industry information 
extending over 50 years is at your disposal and we think that it will be helpful, 
for the electrical contractor, by the nature of his business, is an excellent screen 
for impractical and wasteful materials, gadgets and methods. 

In view of the extensive publicity given the views of the round-table panel, 
we are taking the liberty to publish our recommendations. 

Very truly yours, 

E. R. Cornish, 
Director, Research and Education, 
National Electrical Contractors Association. 
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Mr. McKinnon. Thank you, Mr. Kramm. The next speaker is 
Mr. Edward Railsback of Central Manufacturing Co., Berkeley. 


STATEMENT OF EDWARD RAILSBACK, CENTRAL MANUFACTURING 
CO., BERKELEY, CALIF. 


Mr. Raispack. My name is Edward Railsback, and I believe the 
questions we wanted to ask were answered regarding these pools. 
I would like to ask a few questions concerning my own Tuslnnes. We 
last June or July—I don’t recall which—started out looking for Gov- 
ernment work, seeing the handwriting on the wall. I was successful 
in getting from Colonel Moore’s office 62 contracts since last June. 

Mr. McKrynon. What kind of work were you doing? 

Mr. Rauspack. In the furniture field. We build this stuff for the 
Engineers Department. We tooled up quite heavily and employed 
several more men to do this work, and I think Colonel Moore will 
bear me out, since last December there has been no work forthcoming 
from this agency or other agencies of the type we might do. We have 
a crew trained now to produce such items, and there are no items 
coming forth. 

There are several reasons, however, one being letting of kindred 
equipment in the East which a few firms out here have bid on. I have 
had my name listed and my company listed in Chicago, New York, 
and I have yet to receive a bid on or invitation to bid from either 
one of those offices in the engineers. It is possible that they never 
got around. The quantity of bidders is sufficient, no doubt, to take 
care of the work. I do know that a lot of stuff is coming out here from 
the East to the port of embarkation. We run across that in our own 
deliveries to those points. I do not think that it is fair that all of 
that type of work should be let in the East by any means. The quan- 
tities out here on cost have never been nearly so large as they have 
been in Chicago. For instance, I think possibly that most of your 
orders here are let here on the coast for direct oversea shipment, 
which might be the answer to that. 

But I know of about five or six firms in a kindred position with 
our own in that area who tooled up and have been manufacturing items 
like that now for a period of 6 or 7 months, and there is nothing fur- 
ther in view. It seems a shame that when you train a crew to pro- 
duce something they can’t keep something coming. 

Mr. McKinnon. Of course, I can imagine that, as long as we don’t 
have the need, we can’t keep orders coming in to keep the men em- 
ployed. Maybe Colonel Moore might be able to supply the answer 
to that. 

Colonel Moore. He is quite right. Most of his orders were from 
us for emergency equipment to be supplied overseas for the depot 
stocks; those items were supplied in the early part of the emergency. 
The replenishment depot stocks are items in quantity, and they come 
out of what was the Chicago Procurement Office, which has been 
broken down recently into the New York, Philadelphia, Pittsburgh, 
and St. Louis areas. 

Mr. McKinnon. Do you receive stuff for the west coast ? 

Colonel Moore. I was speaking of field chests. ; 

Mr. McKinnon. The various items that can be manufactured on 
the west coast but ordinarily are placed on the east coast and sent 
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on out here. Do you have the supply line of stuff manufactured there 
on the east coast, or is it often mw down in Washington, where the 
east coast supplies the east coast, and the west coast supplies the 
west coast ? 

Colonel Moore. There is no division on that. That is not so. The 
main contract comes from, well, we will say the east coast, the east- 
ern region for the items in quantity to replace depot stocks, Mine 
has been principally emergency procurement where the depot stocks 
either have been completed or the time required by rail from the de- 
pots to the port has been insufficient. 

Mr. McKrxwnon. If those orders were broken down, would it cause 
more confusion or create a saving or create a higher cost ? 

Colonel Moore. It would create a higher cost per item, but that, 
again, would have to be balanced off the freight differential. I am not 
at liberty to testify as to an item being procured east coast versus west 
coast. 

Mr. Rarmspacxk. I might say a word there. These chests that we are 
speaking of are specially made of Douglas fir plywood, which is in 
supply on the western seaboard. That plywood is shipped back East 
and fabricated. The labor costs are about the same as they are here, 
and they are, in turn shipped back to our depots out here on the coast. 
That naturally would bring a higher price in my estimation to the 
delivered point than they would get if that piece were purchased out 
here. 

As I stated, I have attempted to get on the bidding list in Chicago, 
New York several months past. I have yet to receive an invitation or 
any form of interest at all from either of those two offices. 

r. McKrnnon. This is a negotiated item / 

Mr. Ratrssack. It has been both. They have been negotiated and 
open bid. Ninety-five percent of my own has been on open bid. There 
are 25 or 30 manufacturers in the area that have produced this par- 
ticular item for the Government. 

Mr. McKinnon. Thank you for calling this to our attention, and 
when we get back to Washington we will see what we can do about it. 
It applies along many lines, and it is quite a problem. 

Colonel Putrers. I might add, since that procurement has been 
decentralized effective the 1st of April, it might be well to contact 
New York now, which in the future will buy those items and get on 
their list, because, if they are bought out of New York and delivered 
to the west coast, he is going to be in an advantageous position to bid 
on those items even though the actual procurement comes out of the 
New York office. 

Mr. McKinnon. Why don’t you do that? After a fair trial, if you 
don’t get results, drop us a line, and tell us how the report comes out. 

The next witness is John G. Dow of the Dow Concrete Block Co. 
The next witness then is Mr. McKee Mhoon of the Transocean Air 
Lines. 


STATEMENT OF S. McKEE MHOON, EXECUTIVE ASSISTANT, 
TRANSOCEAN AIR LINES, OAKLAND, CALIF. 


Mr. Muoon. McKee Mhoon of the Transocean Air Lines. I am 
assistant to the president, and I have come to talk about our problems 
financially. In order that I present my problem so that you can 
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understand it, it would be necessary for me to give you just a very 
small amount of the background of our company and of the circum- 
stances that led up to our predicament and present difficulties. We 
were organized 5 years ago as Transocean Air Lines, a California cor- 
poration in Oakland, Calif., and since that time our activities, 
starting with a small nucleus of 30 people or so, have increased and 
increased to the point where at the time of the Korean outbreak we 
were employing Jightly less than 500 people, which I believe qualifies 
us for status as small business for the purposes of this meeting. Since 
that time we have expanded to over 2,000 people. We now have 
2,200 people on our payroll entirely as a result of the Korean V/ar and 
of the attendant emergency. 

We were capitalized originally at a very nominal sum. Naturally, 
the invested capital belonged to the people who owned the company, 
and they did not want to give up the control of it. Therefore, we have 
attempted to refrain from seeking additional equity capital. In other 
words, we didn’t want to give our show away just in pom to be able to 
participate in Government business. Our line of activity is chiefly two 
lines. We fly DC-4 Skymaster-type aircraft of which we have 10, and 
we fly them on the Korean airlift. We also have an overhaul and 
maintenance activity at the Oakland Municipal Airport. It is a 
wholly owned subsidiary. That subsidiary has grossed about $15,000,- 
000 worth of business in the past 30 months—as a rough estimate 
of Government business, I should say—in the overhaul and mainte- 
nance and modification of C-54-type aircraft for the Air Matériel 
Command. 

We have engaged in these two projects, No. 1, the flight operation, 
and, No. 2, the overhaul and maintenance operation, entirely without 
outside assistance. I should say at this time that we owe $7,000 to the 
banks, which is a very small figure when you consider the total outlay. 

At the time of the Korean outbreak, our president, Mr. Nelson, 
was in Washington and received a telephone call wanting to know 
how soon it would be before we could get a DC—4 on its day from the 
west coast to Korea, actually to Tokyo. He replied that it would be 
2+ hours, and he is a very patriotic man; so we diverted our aircraft 
from our other services at cost to ourselves and at detriment td our 
peacetime commercial business. We diverted that aircraft from the 
east*coast, and it left the field for Korea within 24 hours. It was 
approximately 8 weeks and many, many flights later before we received 
any actual recompense or reimbursement for that operation. 

I don’t think I need to draw a picture to tell you just how much that 
meant to us in dollars. We had to employ crews; we had to buy gaso- 
line; we had to establish and maintain bases in the island to service 
our planes; we had to stock those bases with spare parts, and it meant 
many hundreds of thousands of dollars to us, all of which was drawing 
on our already very meager supply of operating capital. Our mainte- 
nance operation came shortly after that. We entered into it with 
meager financing from our parent company. Transocean Air Lines. 
We have since then produced—I am sorry I cannot remember the 
exact number of air lanes, but it is 30 or 40 through that activity, and 
the Government at the present time owes us—I won’t say that we have 
billed them for every nickel of it, but the Government owes us four or 
five hundred thousand dollars on that operation. Altogether, at the 
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close of business on the first of the month, the Government owed us 
$856,000. 

Mr. McKinnon. You say “the Government.” What division of the 
Government; what agency ¢ 

Mr. Muon. Military Air Transport Service on the flying; Air 
Matériel Command on the maintenance. That is entirely in order 
as far as the procedure of those two procurement agencies is concerned. 
In other words, there is nothing that I would want anybody to think 
1 was criticizing. The only thing there it all ig me to our funda- 
mental problem, which is financing, and to the basic difficulties we 
found in the V-loan program, which is why I am here. We investi- 
gated the V-loan project, the V-loan regulations under section 301 
of the Defense Act, and we found that we must first go to a private 
institution or institutions and have them, in ‘turn, apply for us and 
for themselves for a V-loan or Federal Reserve guaranty in order 
that we could borrow money to pay our obligations. After approach- 
ing virtually every bank in the Bay area, among them the Crocker 
Bank, the Bank of America, the Bank of California, the Oakland 
Bank, and several others, we found that no private financial lending 
institution was willing—and, for that matter, I suppose, able—to be 
of any assistance to us. The reason for this—I discovered after talk- 
ing with them and after talking with the Federal Reserve people— 
was at this time, under regulation V, any financial institution that 
makes a 100-percent guaranteed loan, which they all tell us would 
have to be the case in our case because of the fact of our extended 
position and the fact that our collateral is already tied up in other 
ways or nonexistent, would only be allowed under the terms of that 
act to receive 5 percent interest, 214 percent of which would have to go 
to the Federal Reserve in return for guaranteeing the loan. There- 
fore, that means that a private banking institution lending us money, 
$500,000, is going to get 214 percent on their money, and they do 
not feel that that is at all adequate. I do not either. I do not blame 
them. 

Mr. McKinnon. You want to pay more interest ? 

Mr. Muoon. We would just as soon pay more interest if we could 
get the money. We need the money, as I say. When I say “I don’t 
blame them” I mean, if I were in their position, I would not want 
to loan $500,000 for 214 percent either. 

Mr. Muurer. What else would the bank do except service the loan 
for 214 percent ¢ 

Mr. Muoon. The second draw-back is that they tell me at the 
Federal Reserve—and, as I understand it, from the bank themselves— 
the bank would be jointly liable with us for any moneys that were 
found owing to the Government after the contract had been ter- 
minated due to contract renegotiation. That makes it wholly undesir- 
able for a private institution to lend money. They could be found 
liable for $250,000 or something like that after the thing was all over 
and dead. 

Mr. Mutter. How much do you think the Government would 
demand back of you of this $850,000 in the event of renegotiation ¢ 

Mr. Mroon. We do not propose to borrow $850,000, but we pro- 
pose to borrow $500,000. In the event of renegotiation the amount 
the Government would demand back from us would have no con- 
nection with the amount of money we had borrowed. It would just 
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have a bearing on how much money they had made. If they on an 
audit found out that we had made $100,000 instead of $500,000, or 
15 percent instead of 50 percent, they would take that $400,000 back, 
and that would make the Pank liable for $400,000. 

Mr. Mutter. Is it possible, on your $800,000 debt the Government 
owes you, the Government could only owe you $400,000 ? 

Mr. Muoon. I don’t think it is within reason; no. Actually, it is 
not within reason that we would be found owing anything, but that 
is the bank’s position. 

Mr. Mvuurer. The most that the Government could reclaim on re- 
negotiation would be a share of your profit ¢ 

Mr. Muoon. That’s right. 

Mr. Mutrer. The bank isn’t taking much of a risk, nor are you, for 
fear of renegotiating eating into that $800,000 at some time in the 
future. You see all the bank has done is raise a bugaboo as to why 
they won't lend you the money. You say your invoices are in order? 

Mr. Muoon. Yes, sir. 

Mr. Muurer. They are in order at the time of the letting of the 
contract ? 

Mr. Muoon. That’s right. 

Mr. Muvrer. The services are performed ? 

Mr. Muoon. Yes. 

Mr. Mucrer. All you are waiting is for the bills to be audited ? 

Mr. Muoon. That’s right, particularly if they are lending you 
$500,000 against $850,000. 

Mr. akin There is no need for this. 

Mr. Murer. If I were the bank, I would not hesitate to lend you 
the money. 

Mr. Muoon. I wish you were the bank. 

Mr. Muvrer. If I were the banker and the loan were guaranteed, 
I do not think I am entitled to 214 percent. All I am doing is servic- 
ing a loan for the Government, using Government money to lend to 
you and then charging you interest that you have got to pay for servic- 
ing the loan. I think one-half of 1 percent is ample for any bank to 
service the loan. 

Mr. McKrinnow. So often the banks do not like to see the Govern- 
ment step into their private field of business. But the banks want 
everything guaranteed, and that is one of the reasons why the Gov- 
ernment should step in. 

Mr. Mutrer. If we are going to guarantee the loans, let the Gov- 
ernment lend the money directly to the businessmen instead of having 
the bank take the loan. They don’t advance a nickel of their own 
money. Let the Government lend the money directly. 

Mr. Muoon. As a matter of fact, that is the course we are going to 
poe I have been to the Department of Commerce, and I have 

en instructed by Mr. Green over there that we should at once process 


an application for a loan under section 302, I think it is. 

Mr. Mutrer. For a direct loan from the Government ? 

Mr. Muoon. We have hesitated to do that, because we have been 
instructed by the RFC that we should try the other method first, 
since it is the primary purpose of the V-loans to give people operating 
capital and that you cannot qualify until you have exhausted every 
other means. 
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Mr. Mvtrer. They have said that the man who needs money must 
exhaust the possibility of getting it from private sources before the 
Government will let him have any? 

Mr. Muoon. I came here more than anything else, just as a small 
public service to demonstrate that section 301 is not working. 

Mr. McKinnon. We have a man here from RFC. Wouldn’t he 
qualify under 301 under what he has done now ¢ 

Mr. Waener. Under 302 he would qualify. As I understand the 
picture here the net worth of the concern is small in comparison to 
the amount of business they are doing. The responsibility of the 
stockholders is very limited. The bank is not only servicing a loan 
by taking an assignment of this Government contract and getting a 
Government guaranty, but at the present time they are also taking a 
contingent liability that there may be a renegotiation and a repay- 
ment of excess earnings by this company or any other claim that the 
United States Government may have against this Transocean Air 
Lines, which includes their income-tax liability, if they have made a 
substantial amount, which, if this is so, they will, I assume, have a 
substantial amount of money to pay to Internal Revenue Department. 

I do not believe that we can wholly criticize some of the banking 
institutions at the present time for refusing to make credit available 
under those circumstances when they are taking that liability. 

I think we should amend that Assignment of Claims Act. I thor- 
oughly agree that 214 percent interest with 100 percent guaranty on 
a loan is certainly a handsome return for the San that you are doing 
to administer that loan. I do believe that this company has exhausted 
all sources of credit. I am not sure that they coos exhausted all 


sources of credit, because I do believe that their net worth or the 
investment in the company should somewhat be in proportion to their 


borrowing. 

Mr. Muoon. There again, is what the bankers tell us. Although it 
is a stock company we at the present time control it ourselves. We 
don’t propose to give our show away, either with a stroke of a pen or 
by allowing somebody to water the stock. We would rather not be 
in the business. 

Mr. Wacner. You expect Uncle Sam to come in and give you 
$200,000 so you can make a handsome profit on it. 

Mr. Muoon. I think that the main point I have made is that they 
do not allow the banks to make more than 21% percent, and they, at 
the same time, require them to assume certain risks which the gentle- 
man has pointed out. Those two things, I think, are going to hamper 
ourselves or anyone else that tries to get a V-loan until they are 
remedied by legislative action. 

Mr. Mccrer. You could afford all the loans you need if we could 
speed up the matter of payment of your invoices? 

Mr. Muoon. That’s correct. 

Mr. McKinnon. Thank you very much. I think you pointed out a 
real problem. The next witness is Mr. A. M. Routh, Wooldrige Manu- 
facturing Co. Thomas Warburton, of Warburton’s, Madera, Calif. 
Mr. Ed A. Borden, Borden Decaleomania Co., San Francisco. Mr. 
Edgar Z. Vogel, The Metalcraft Shop, San Francisco. Mr. Morris 
Edelman, San Francisco Hotel Association. 

Mr. Edelman, will you please come forward and be seated? Give 
your name, address, and position to the reporter. 





848 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


STATEMENT OF MORRIS EDELMAN, PRESIDENT, SAN FRANCISCO 
HOTEL ASSOCIATION, SAN FRANCISCO, CALIF. 


Mr. Epetman. Thank you for the privilege of allowing me to appear 
before you. I have a prepared statement here. My name is Morris 
Edelman. I am president of the San Francisco Hotel Association, 
524 Sutter Street. The object of my appearing before you is set forth 
in the statement, copies of which were mailed to you. I presume that 
you have it before you. My thought was that you gentlemen know 
the facts. You know the role that small business can play in our 
emergency program. 

I represent some 200 small-hotel people. The program has had a 
definite detrimental effect upon our business. Beginning in mid-1949 
our rate or percentage of occupancy had steadily — down. Our cost 
of operation has consistently gone up. Commodities that go into the 
operation of a hotel have risen by leaps and bounds. The cost of serv- 
ice has gone up, and we attribute it in the main to our national emer- 
gency program. We have not been benefited in any way to offset or 
take care of those increases, and we think it is because this area of 
ours has now shared in the activity of our national emergency program. 

The publicity, the scare publicity of the bombing of American cities 
in critical areas has had its effect. People are not coming into the 
city. Many of our people, since there are no war contracts here, are 
going elsewhere to look for work. We are losing permanent occupancy 
in our smaller hotels. 

I do not know just what we can ask of our Government to help us 
in this present situation, but I feel satisfied that our Government is 
interested in preserving small business. We hear it often said that 
small business, the middle-class people, are the backbone of our Nation. 
It seems that small business, all they have got left is a bone. There 
is no meat on it. I wonder what we can do, what assistance we can 
get to sustain ourselves before it is too late. If things go on as they 
are, we may be facing a situation that we had in the thirties where 
some 80 — of our hotels had gone through the wringer, had gone 
through bankruptcy and foreclosures and what not. We hope we never 
reach that point. We understand that Congress will soon consider 
rent control, and that may be an added burden upon us. There is 
no need for it. The present picture in San Francisco is that our occu- 
pancy is approximately 50 percent. It takes an average of 65 to 70 
percent to stay solvent. 

Mr. Hux. Does that go for the large hotels as well as the little 
ones ¢ 

Mr. Everman. The large hotels are not doing too well. However, 
they are better off than we are. 

Mr. Mutrer. Are your hotels subject to rent control? 

Mr. Everman. Not now. With that thought in mind I thought I 
would like to present our side of the case. 

Mr. McKinnon. Thank you, Mr. Edelman. Do you have any ques- 
tions, Mr. Multer? 

Mr. Mutter. No questions. 

Mr. McKrnwon. Mr. Fred D. Barton, Bar’s Products. 
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STATEMENT OF FRED D. BARTON, BAR’S PRODUCTS 
SAN FRANCISCO, CALIF. 


Mr. Barton. My name is Fred Barton. I operate a nae jeer 
doing business under the assumed name of Bar’s Products. I star 
business in 1947 with $150. I believe the greatest right of an individual 
is to devise a product and market it. The business was more or less 
successful. In fact, last year we did over $250,000 retail. Along about 
last May or June I felt that perhaps I should raise the price of my 
product. It is an automotive chemical. One of my wholesalers sat 
me down and said, “Fred, it is not a patriotic thing to do. What we 
are trying to do is stop inflation, hold the price line. Have your 
materials gone up polls to warrant it?” I was a little bit astonished. 
He pinned my ears right back, and I called the printer and said, 
“Let’s hold everything on the catalog sheets, because I am sure every- 
thing will be all right.” 

The product itself, 27 percent of it is used in truck fleets including 
the largest in the West; 1714 percent in construction contracting 
equipment ; 814 percent in farm equipment; and 414 percent in logging 
equipment. It is protective maintenance. There could be no question 
as to the fact that it would be classified as a vital product. 

On February 8 the supplier of my main ingredient, which consists 
of 95 percent of the product, informed me that it is no longer avail- 
able. F said, “When can we get some more?” He said, “I don’t know.” 
I started shopping on the open market. I have been buying under a 
firm price agreement. The price differential was such that I could not 
operate at a profit. In fact, here is a comparable invoice. There was 
a 26-cent a gallon differential. I went down to the OPS. He said, 
“They cannot do that; all the oil companies charge the same for every- 
thing.” He was wrong for once. There was a case of where one was 
49 cents, and the other was 68.5 cents. I printed a new price list, 
and I did not raise the price of the 30-ounce package which comes 
under heavy equipment, nor did I increase the price of the pints 
which go into the Marine Corps and Navy. But I did try to raise the 
price of this little rascal to $1. I did all right. I printed it and had 
the sheet made. 

Mr. Mvvrer. What was the price before you raised it? 

Mr. Barron. Eighty-five cents, just the one package. I do busi- 
ness with wholesalers, dealers, or users. I believe this is a funda- 
mental American principle that made‘us grow strong. I started get- 
ting letters. Here is one dated February 24 regarding my price raise: 
“By what authority do you raise your price since the price raise of 
January 25, 1951? Can you furnish me with authority to resell at 
an increased price?” 

So, I went in and asked, “When are we going to have relief on this 
thing?” That was on March 3. They said, “It will be out next week.” 
Well, next week came around, and I heard rumors from people in 
Washington that the price had been increased, that everything was 
all set, I could raise mine. Fortunately, I had a higher ceiling price 
in the State of Texas which I could use under the 10 percent regula- 
tion. So, I was all right as far as that was seumeried The retailer 
was all right, because he had been selling it for $1. He had been 
selling it all over for $1, so there was no freeze as far as he was con- 
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cerned. But the only thing was my wholesaler who is the fellow who 
keeps me in business. He could not raise his prices. 

Well, that is the situation, fellows. I have got evidence to sub- 
stantiate it. In some cases cats have gone up to double what they 
were. That is the closure on this particular package. For your own 
information I am scheduled in Washington to go to the Bureau of 
Standards at the request of one of the governmental agencies to accept 
specifications on the product. I do not understand how they can 
set a one-way law that goes along and you get down to the end of the 
thing and that is that. 

Mr. McKinnon. You have been able under the set-up to increase 
your price but the retailer is unable to increase his? 

Mr. Barron. The retailer can increase his but the wholesaler can- 
not. 

Mr. McKinnon. What is the margin of profit ? 

Mr. Barron. One-third. . I just do not know what to think about it, 
fellows. 

Mr. Mvurer. How many of your customers have stopped buying 
because of the increase in price? 

Mr. Barron. None of them have stopped buying. 

Mr. Muvrer. They are buying but griping? 

Mr. Barron. They want to hen the on legally and morally. I 
do business with what they call the hardhead. It is a type of trade 
that are a tough people, and they want to know why they cannot 
raise, but they want to cooperate. 

Mr. Muvrer. I think we ought to let them talk to OPS the same 
as you did. They are entitled to it. 

Mr. Barron. No; they are frozen. There is no question about it. 

Mr. Murer. There is provision in the law so they can get relief 
if they want to. They are not sitting on them. But they have got 
to pers their case. 

Mr. Barron. In this particular section of OPS you go to their office 
and they say, “Next week perhaps we can take care of this.” This 
came out from Washington. I joined the association so I could get a 
room down there. 

Mr. Murer. You had better get together with that hotel man. He 
has got empty rooms. 

Mr. Barron. The association sent us a proposed draft of regu- 
lation W-25. 

Mr. Hitt. Did you hear the last man testify ? 

Mr. Barron. No sir; I didn’t. 

Mr. Hitz. You should hear him. The hotels are ina bad way. And 
you cannot get aroom? They are 60 percent bare. 

Mr. Barron. Washington is the pa. town that I have trouble get- 
ting a room in. 

Mr. Mutrer, You should write your Congressmen. 

Mr. Barron. Maybe you have got a deal there. 

Mr. McKinnon. Mr. Tolan, can you shed a little light on this? 

Mr. Toran. I think if the witness would disappear in the other 
room with Mr. Lawrence, we would come back with an answer as to 
what could be done on the order right now and how far we can go. 

Mr. Hix. It might pay you to use a little sales psychology on 
that over here. You might be able to give him a bottle of that and 
get what you want. 
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Mr. Barron. I called on 30 colonels in the Pentagon Building, 
and they were all interested but Mr. Kline would not look at the dem- 
onstration. 

Mr. Mutter. If you get that sold, the wheels of Government will 
be well oiled. 

Mr. McKtwnwon. Is Mr. Bangham here? Is Mr. Jacob here, San 
Francisco Dry Cleaners Association? Is Mr. Edward F. Wall of the 
American Electroplaters Society, and also Mr. Pattenger here? Is 
Mr. R. J. Lynch of the Electroplaters Association of Northern Cali- 
fornia here ¢ 


STATEMENT OF R. J. LYNCH, ELECTROPLATERS ASSOCIATION OF 
NORTHERN CALIFORNIA 


Mr. Lyncu. With reference to M14, the nickel order in the nick- 
el-plating end of our business, we were put on allocation starting last 
July of 80 percent; August, 75 percent; and the balance of the year, 
70 percent, of nickel that we had purchased for the first 5 months of 
1950. Naturally, our supply was curtailed before the first of this 
year, and a new order, M—14, which went into effect on February 28 
allows us to use 65 percent of our supply that we had purchased dur- 
ing those 6 months. We have not in the last 3 natin, well, in my 
own personal business from January to May of 1950 we bought 1,303 
pounds of nickel. So far this year on our allotment we have been 
allowed 390 pounds of which 120 pounds was on a hardship case. 
We are getting real short, according to Mr. Pattenger’s company un- 
less we can get a defense order, we will be allotted 20 percent of our 
supply, which will not allow enough nickel to operate. 

Mr. McKinnon. You get one-fifth of what you had last year? 

Mr. Lyncu. Of what we purchased. If a person at the first of the 
ore had a large supply on hand, he may still have a large supply, 

ut for the smaller businesses which did not have very much, we are 
only allowed 20 percent of what we purchased; yes. The NPA told 
us that we could use nickel on the curtailed order up to the amount 
of nickel we had on hand March 1. But there are a number of items on 
the order which are not curtailed and are not on defense order, and 
we cannot get nickel to complete those orders. The NPA told us that 
we could buy nickel under DO-97 as an operating supply, but the only 
thing you can use on operating supplies are items that do not go into 
the finished product, and nickel is a thing that will go into a finished 
product and they won’t honor a DO order. 

Mr. McKinnon. Mr. Woodruff is here from the Department of 
Commerce. Perhaps he can speak to that. 

Mr. Woopsury. It depends on how you carry your annodes on your 
records. If you carry it, then you are entitled to DO-97. That is 
just as good as one for aircraft or anything else. As far as getting 
your supplies without your DO’s, the order says you can get 65 percent 
or 70 percent of what you had in your base, and then you can go back 
to your regular suppliers for your 65 percent. From there on your 
battle is withthem. If you cannot supply them, we will try to find out 
why, if they cannot give you a atiiettary answer. It may be that 
it just isn’t there. Some of these companies on their set-asides where 
they have been told to set aside a certain percentage have been extra 
patriotic and have set aside double of that percentage, which means 
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that you are not getting it. We can straighten that out. But don’t 
let them tell you the DO-97 isn’t any if you are carrying that 
on your books. If you have been carrying it on production material, 
you cannot use a DO-97. 

Mr. Lyncu. In the plating business any chemicals or annodes such 
as we buy are not sold as an annode or as nickel in the finished product. 
If a man brings in a bumper and we plate it up, we charge him so 
much for the bumper which includes our men’s time on it and the 
percentage of nickel, but the nickel or copper or chrome is not listed. 
So much nickel goes on an individual item. I think the way the 
platers have been carrying their annodes and chemicals it is just a 
shop supply. They are not segregating them. 

Mr. McKinnon. That would make your 97 O. K.? 

Mr. Wooprurr. Yes; but I don’t think any firm has the right to say 
to a user that this rating or that rating is not any good. That is up 
to the user. ’ 

Mr. Parrencer. May I make a statement? We have this notifica- 
tion from the Harshaw Chemical Co. of Cleveland, dealing with M-14 
covering nickel, and in regard in particular to section E, operating 
supplies : 

Operating supplies means any forms of nickel listed in paragraph 1 of section 3 
which are normally carried by a person as operating supplies according to 
established accounting practice and are not included in his finished product. 
Note, please, the portion we have underlined in the above are not included in 
the finished product. The International Nickel Co. of Canada, who are the 
producers of the raw nickel, have advised us that they will supply supplementary 
nickel on orders on which a DO-97 is extended provided nickel does not appear 
on or in the final product purchased and used by the ultimate consumer. They 
said on this interpretation of the International Nickel Co. the following examples 
would apply with regard to an extension of DO—-97 to International Nicke! 
acceptable plating uses such as electrotypers, catalyst manufacturers, ete. It 
would not be acceptable to automotive parts, electrical appliances, plumbing 


goods, ete. 
I might add that 90 percent or 95 percent of the job shops in this 
area would come under the classification of not acceptable. 
Therefore, we are unable to honor the DO—97 that have been extended to us. 


We have accepted these orders. We have sent them in to our manufacturers 
who have sent them in to International Co., and they have turned them down as 


not acceptable. 

Mr. McKinnon. Mr. Woodruff, I think it would be wise if these 
gentlemen, since they have a specific problem—— 

Mr. Wooprvurr. That comes back to the DO-97. You are dealing 
with a firm that controls the whole nickel supply. 

Mr. Muurer. Are we going to let them interpret the regulations to 
suit themselves ? 

Mr. Wooprurr. Let’s come back to strapping that goes around con- 
tainers. That goes with the finished product. That has been accepted 
as operative supply even though it is delivered with the finished prod- 
uct, and we can expect similar things on many types of items. Nickel] 
is tight and very scarce, and we need it in connection with many of 
our heat-resistant steels, and an attempt is being made to cut down its 
use as widely as we can. I see no reason for using it on automobile 
bumpers, nor do we want to see the people put out of business until 
these people can get something else to plate. I think we can work out 
a compromise which will satisfy both sides. We need this material 
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very badly for certain things which are must more important than 
some of the plating things that nickel has been used for. 

Mr. McKinnon. I suggest that you get into a huddle with Mr. 
Woodruff and see what you can work out, and if our committee can 
assist you, we will be glad to. 

The next witness is Mr. Thomas K, Hillard of the Swan Hill Manu- 
facturing Co. 


STATEMENT OF THOMAS K. HILLARD, SWAN HILL MANUFACTUR- 
ING CO., PLEASANTON, CALIF. 


Mr. Hitiarp. My name is Thomas K. Hillard, Swan Hill Manu- 
facturing Co., Pleasanton, Calif. I have been manufacturing toys for 
the last 5 years, die-cast aluminum and zine. Of course, I am prac- 
tically dead now. Of the last 3 months I have traveled this area 
steadily, and two other men became interested in going in with me to 
enlarge the facilities. We looked carefully into all sources of defense 
work, and to date we have found nothing. The other two men have 
now given up the possibility at the present time at least. 

We still have hope that there may be work that will develop later 
on. Whether that happens or not none of us can say. So, at the present 
time my only prospect is to close up the plant and get a job somewhere. 
My only purpose in appearing here at all is to make some suggestions 
based on my experience in the last couple months that might help 
others in the same position, and that is the purpose of your committee, 
I believe. 

To begin with, the reasons why we have not been able to get work 
and the reasons why I am closing out are these: I have found in 
these invitations to bid forms there is not sufficient time given to bid 
and get the bid back to the issuing office. 

One glaring instance of that was a case of where electrical harness 
equipment was to be produced. The time for bidding was about a 
week and one-half, something like that. There was the name of a 
large automobile manufacturing company all over the blueprints, 
which may or may not mean anything. The bids were to be opened 
the Ist of April, and the material was to be supplied within about a 
week, and there were about 30 components average in each harness, 
and there were about 5 major harnesses involved in large operation. 
We had no time at all to even start to procure any of the parts. Our 
function was to be assembly. The parts are mostly standard. Of 
course, our reaction to that was, well, it is a put-up job, because how 
can anybody, unless he has that stuff already made and on the shelf, 
how can he supply it in that short time ? 

Mr. McKinnon. What was the Government bidding agency on that 
job? 

: Mr. Hitxiarp. I think it was the Detroit Arsenal. I think it was. 
It was either that—I am sure it was the Detroit Arsenal. 

The first point, there isn’t time to bid to get the figures in on mate- 
rials, The next one is—the point has been covered quite adequately 
today—we were not able to see our way clear toward getting a loan 
to operate. It is a small company to take on anything of that size 
that these invitations concern themselves with. We would have to 
have financial assistance. We went to RFC and were told that they 
acted only as an agency to survey the financial condition and report 
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back to the agency in the East. The trouble with that is this: When 
we make a bid we have got to know that we can can have the money 
to operate before we can bid, because there are penalties. Apparently, 
it is impossible, to assure yourself of financial help under existing 
conditions in time to make an effective bid. 

The third point is that material is almost nonexistent in almost 
anything that would be required. We have been manufacturing toys. 
We can get parts for toys, or could get parts for toys. We are estab- 
lished in that business. We are established in nothing else. Conse- 
quently, we have no favored position with any supplier, so that our 
chance of getting material for Government work is pretty slim even 
with DO ratings. Incidentally, the DO ratings do not seem to be 
honored very highly. That is the impression you get everywhere. 
Here is a very basic point with the small manufacturer, and, believe 
me, we are small. The small manufacturer has got to support his own 
capital with his own two hands. He has got to become a worker to 
the point where he can build his operation up large enough to the 
point where his capital can support him, At that point he can start 
managing his company and not before. 

Where can the small manufacturer find the time to get away from 
the bench and scour the woods? I do not know the solution to these 
problems at all, but I know that I have spent the last 2 or 3 months 
steadily pounding the pavements and neglecting my business, which 
is all right, because I am on the way out anyway, but I had to assure 
myself that either there wasn’t opportunity to go ahead or no oppor- 
tunity to go ahead. 

Mr. McKrynon. What do you have in the way of investment, in 
the way of tools and equipment ? 

Mr. Hitxarp. I have hght equipment, three punch presses, 24-ton 
and 271,4-ton. I have an assembly line conveyor. I have paint booths 
and conveyor lines for that, an automatic paint machine, some little 
tools, shop equipment, and that is about the extent of it. In order to 
equip myself to take on defense work I will have to know what type of 
work I can get in order that I can provide myself with further tool- 
ing, which I would be willing to do. If these other two men would 
come in, I could swing that very nicely. My experience has been, weil, 
you might say, mass production ona very small scale. It is not jobbing 
shop work. 

Mr. McKrynon. I think maybe our friend in the Army Ordnance 
may have a point. 

Colonel Kaiser. On those harnesses you bid on you were way out 
of your field. That is a very competitive item, and there are many 
companies that supply that. It is for a standard-type vehicle. Have 
you gone around to every one of the procurement offices? I under- 
stood you to say you have die-casting equipment. 

Mr. Huiarp. No, I have none of that. I have been buying the cast- 
ing from an Oakland company. 

Colonel Katser. We do have need for die casting. You come around. 
You should go around to the procurement offices, and they will steer 
you in the right direction. 

Mr. McKryxnon. Now, not only the Army but the Navy: made the 
statement a little while ago that they had a service toward helping 
advising men in accordance with what their plant facilities are, and 
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between the Army or Navy you could certainly find out whether your 
plant would fit into the national defense effort. 

Mr. Huiarp. The point that suggests itself is this: That my equip- 
ment is inadequate at the present moment. 

Mr. McKinnon. But you can check with the Army and Navy on 
this. 

Mr. Hixxiarp. I am willing to expand, and I can expand to a cer- 
tain extent. I have some capital, and I can bring in more capital 
if the conditions are favorable, but the point is that I would like to 
survey the situation now, and as the plant stands now, the answer is 
“No.” That is the answer I have been getting. 

Mr. Muurer. You cannot object to that too much when you know 
that there are people who have fully equipped plants who are look- 
ing for work to keep their existing plant going. 

Mr. Hitzarp. My problem is to stay in existence. 

Mr. Mutter. | understand. We would like to help you if we can. 
Have you tried subcontracting ¢ 

Mr. Hitzarp. There is nothing. You see, they cannot give me 
anything until I can expand my business, and I cannot expand it 
until I can see my way clear. Perhaps I have been going to the wrong 
people. I have always thought that if I could sit down with some- 
one in a procurement agency, who could work with me on the entire 
problem, not for planning for the ultimate emergency but for plan- 
ning for the condition as it exists now, that there would be a chance 
of staying alive. 

Mr. McKinnon. You have got the same problem that many 
small-business men have. It is a matter of adapting yourself to the 
situation. But that is the way we live or fail in this competitive 
system. 

Mr. Hitxarp. I agree with you. The conditions now are not the 
conditions you grow up with. You are suddenly confronted with a 
new set of conditions, and you can die in the process of changing over. 

Mr. McKinnon. Of course, it gives you an opportunity as well as 
a limitation. A lot of times it stimulates men in conditions of this 
kind. The opportunities are there if you can adjust to them. 

Mr. Hitiarp. There are one or two other points. Negotiated work 
apparently, as far as I can find out, is not for the little man. Can a 
little company sit down with a procurement man and negotiate / 
That is the problem. 

Mr. McKrnnon. Have you been listening all afternoon ? 

Mr. Hitxarp. This afternoon I have. 

Mr. McKinnon. I think the question has been given to you about 
as fully as it can be given to you. There are opportunities. They 
are limited and difficult. 

Mr. Hitarp. I need to know where the opportunities are 
apparently. 

Mr. Mucrer. I am sure the Department of Commerce, and every 
procurement agency will do what they can to be of assistance to you. 

Mr. Hitzarp. So far the answer has been this: | would go to Ord.- 
nance in Oakland, and Ordnance would assign a man, and he would 
scratch his head and say, “Well, I cannot think of a thing that will 
fit your equipment right now,” but if he could come out and look at 
my situation, and I could show him the opportunity that is there for 
mass production of any size and go over the whole thing thoroughly 
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and plan it for now and not for the eventual emergency, that would 
be fine, but apparently they do not plan for right now. 

The final point was that my material supply is based and to be 
allowed a certain percentage of the amount that I used in the spring 
of last year, and it goes back to two or more years on an average. It 
is the spring months that are taken into consideration. My work is 
highly seasonal. It is not a cheap toy, and consequently it can only 
be sold at Christmas time. I have normally started production in 
June or the Ist of July and carried out. So, it is almost a complete 
blank for the first 6 months. It means I can have 65 percent of zero. 

Mr. Murer. Has anybody in one of the agencies interpreted the 
regulation in that way to you? Are you sure there isn’t an excep- 
tion where you have a seasonal business, they take that into account 
and make a seasonal adjustment for you ¢ 

Mr. Hitiarp. Yes; but with all these other factors involved, it 
hardly seems worth it. For instance, the latest one apparently says 
that aluminum is out for toys completely. 

Mr. Mutrer. I do not think we can complain about aluminum being 
prohibited for use of toys. 

Mr. McKinnon. We are going to get to the next speaker or we will 
never get through. I think the Navy and Army have both indicated 
a willingness to assist in every way they can, but in this kind of a 
system it is going to be up to you to do a lot of the swimming your- 
self. The next speaker is Mr. Edward Railsback of Designline. 

Mr. Totan. A new regulation has been issued which has become 
effective April 10 setting maximum prices, wholesale prices for prac- 
tically all petroleum products; there are any number of details in 
that which I do not believe the committee would want to be troubled 
with now, but it is rather apparent that Mr. Barton’s problem has 
been considered, and we consider it probable that the relief he requires 
will be found in the regulation. I would like to say that the telet 
was rather brief, so I cannot be certain as to what it did provide, but 
there are some provisions along the lines which Mr. Barton indicated 
would be needed. 

Mr. McKrnwnon. The next witness will be Mr. Milo C. Caughrean. 


STATEMENT OF MILO C. CAUGHREAN, SAN FRANCISCO, CALIF. 


Mr. Cavorrean. My name is Milo C, Caughrean, present address 
415 Jones Street, San Francisco. My manufacturer’s address is 1331 
North Lake Avenue, Seattle, Wash. I am a manufacturer of sleds. 
I own and control letters patent on Arctic sleds. The main thing that 
I am trying to secure is the any to bid, and I have substan- 
tiating letters here that I will leave in the file for your observation 
afterward, 

Mr. Muvrer. May I see the letters as you testify ¢ 

Mr. Caveurean. I was just going to offer them. I have been try- 
ing to get a contract for sleds and Arctic equipment since the start of 
the war. My research has revealed that three million and a half dol- 
lars’ worth of sleds have been secured since 1942. One order went 
to the Michigan Sled Co. at Fond du Lac, Wis., for $125,000, and that 
did not include the parts. . 

But going back, I asa knocked on every door and wrote letters here 


and there and have been accused by the National Vendors Council 
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of being a little bit premature and out of place, but the National 
Vendors Council through Mr. L. S. Hardman, I do not know what his 
title is, have injected themselves into the case now, that present re- 
quirements of sleds entailing my equipment can be satisfied from other 
concerns. I have attempted to find out who those concerns are and 
have been met with the same thing—no answer. In fact, I have even 
taken the case to the admirals and to the generals and to the colonels. 
They have invited me to Washington, but I did not have the funds 
to do so. 

The latest case is that I learned there is a bid out for 59 sleds, which 
amount to $56,585.60, and through Colonel Kaiser's office—he is well 
acquainted with me, and his predecessor, Colonel Shinkle, and his oflice 
force know me, so I attempted to get these bids. But he did not know 
anything about them, so I wrote back then to the Automotive Division 
and learned that they were advertised October 29. 

Mr. Metrer. When did you make your inquiries of them / 

Mr. Caveurean, It was in the autumn, the 28th of November, and 
I have been gradually following it up. Just about 2 weeks ago I got 
the bid number. I went back to Colonel Kaiser’s office, and from the 
full cooperation I received there I learned that that bid had never 
been received in his office within the knowledge of any of the office 
force. Then, Colonel Kynoch, acting as engineer at the Detroit 
Arsenal, had said that the bid had been advertised in all Ordnance 
districts. 

Mr. Murer. In October or earlier / 

Mr. Caveurean., Colonel Kynoch said it had been advertised for 
10 days beginning October 30, 1950, and ending November 9, 1950. 

Mr. Mvvrer. You said your first inquiry was at the end of No- 
vember ¢ 

Mr. Cavueurean. That was for this individual one, but I recorded 
that I was a supplier of sleds in 1948, 

Mr. Mvuvrer. Were you recorded in Detroit as a bidder ¢ 

Mr. CavuGuREAN. Yes, sir. 

Mr. Muvrer. You are going to leave all of this correspondence with 
us ¢ 

Mr. Caueurean. Yes; I am. I will read this part. August 30, 
1948. It said: 

Postponement of delivery requirements by the Army field forces have made it 
desirable for this arsenal and various other Army organizations to review and 
revise the military characteristics which will be required in these vehicles. Such 
studies are now in progress and may result in revision of the tentative specifica- 
tion upon which your proposal was based. It is not anticipated that any other 
procurement will be made at this time. Your interest in this matter is appre- 
ciated. Your proposal will be held in this office until the matter is reopened. 
You are assured that at that time you will be invited to submit new proposals 
based on the revised requirements. 


Mr. Mcutrer. What did you do between 1948 and 1950 to find out 
what they were doing on it? 

Mr. Caveurean. | kept in correspondence with them, and also I 
called on Colonel Shinkle’s office, who is the predecessor to Colonel 
Kaiser. In fact, I became pretty well known there. 

Prior to that here is a letter from H. W. Evans, assistant to the Chief 
of Ordnance, Washington, D. C.: 


This will acknowledge receipt of your letter of March 5, in which you sub- 
mitted sled drawings, and your letter of April 10, addressed to the comman !- 
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ing general of Ordnance, which has been referred to me for reply. Arrange- 
ments which you have made for manufacture of your improved sleds have 
been noted, and information concerning same has been transferred into Detroit 
Arsenal in order that consideration may be given by that office to your facilities 
for new sled requirements. Your interest in the Army Arctic transportation 
problem is greatly appreciated, and it is hoped that advantage may be taken 
by the Army of your wealth of experience of Arctic transport. 

And this is signed by “H. W. Evans, Assistant to Chief.” 

I chased that down, and I did not get the bid. It is kind of a black 
mark on Colonel Kaiser’s office until the situation is cleared up, be- 
i his organization went overboard to find out whether it was 
there. 

Mr. Muvrer. How can we blame Colonel Kaiser for what was done 
in the Detroit office? 

Mr. Caucurean. You cannot blame him. You would think he 
was hiding it somewhere. He cooperated 100 percent. 

Mr. Murer. I think Colonel Kaiser wants to say something. 

Colonel Katser. We think very highly of Mr. Caughrean. He has 
a specialized and rare experience in the Arctic Cirele and has de- 
veloped a new kind of sled which is very good. In this particular 
“ase we have run it down finally. It did not come into our office. I 
wanted to point out that Mr. Caughrean is a real expert in this field, 
and we think very highly of him. We are sorry he missed out in this 
ease. Mr. Carr will tell you just why. 

Mr. Carr. In checking with the Detroit Arsenal this morning, they 
advised me that 10-day bids would not be sent to the various offices. 
Apparently, in this particular case the procurement was initiated 
to take care of transportation problems in the Korea area. As a 
result of that situation they needed immediate action which required 
the matter of closing it within 10 days in which case we do not get 
to bid in this area and can be of no assistance to people in his position. 

Mr. Murer. I think the committee will join me in requesting in- 
formation as to why a man with a superior product that has been try- 
ing to get the Government interested in 1948 is overlooked when a 
bid is made for a similar item in 1950 and he has to go around to 
find out why he has not been contacted about a superior item. | 
think we will require a bit of information about that. 

Colonel Kaiser. We will do that, and we suggest that he write a 
letter to us to point the situation out. 

Mr. Murer. We would like to have a copy of that letter from 
him, and we would like to have you send us a report when it comes 
back to you. Indicate that the request is initiated by the committee, 
if you will, please. 

Mr. Caucurean. Let me inject that there are certain portions that 
I feel for security reasons have to be a little bit rushed. On that 
first bid I made to the Ordnance Department I met the requirements 
virtually on outlined drawings. I had to write up my own specifica- 
tions to them and did not get any comment back from them and 
made the bid proportionately. They have drawn the line very nar- 
row and said they did not have any requirement for small sleds. 1 
always maintained that, in fact, when I called on Colonel Kynoch 
in Detroit I even had one for bellybuster sled for boys. , 

There is a letter here I want to bring to the committee’s attention. 
This is from the Department of Commerce, Office of Technical Serv 
ices, Washington 25, D. C., and why this man should be in on it I 
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do not know. It is from L. S. Hardland, National Inventors 
Council : 

The records here indicate that your sled was tested at Point Barrow along 
with the Navy model and that both were rejected for application to naval usage. 
As a result of these same tests, the Transportation Corps decided in favor of 
the Navy type and against the Milo type. 

The records also indicate that your sled was considered by the Ordnance 
Department and you were subsequently advised to find a supplier who could be 
listed as a prospective bidder. While you denied that this is the case, sources 
in Washington insist that to the best of their recollection, this advice was given 
to you, either by mail or in person. Whether you did or did not receive this 
information in 1947 seems to be a side issue at the present, since you now 
know that this is the procedure which must be followed if the Milo unit is to be 
considered for any contracts to be awarded in the future. We believe that direc- 
tion of your efforts to find a prospective supplier would be far more constructive 
than confining your correspondence to events of the past. 

The Cuarrman. As I understand it, you are going to file that ma- 
terial with your testimony, and as far as this committee is concerned 
it has made arrangements for you to be given real consideration by an 
agency with which you have been in contact in the past. 

Mr. McKinnon. You will be considered in this effort. 

Mr. Caucurean. He asked me to desist from other corrrespondence 
with agencies of the Government. 

Mr. Muurer. I think he means desist in making complaints on past 
inactivity on their part and confine yourself to correspondence in 
getting yourself listed as a supplier. 

Mr. Cavcureran. To my knowledge there are only three manufac- 
turers of that class of sleds in the United States. This man is with the 
National Inventors Council, and I think he is out of the jurisdiction of 
his office in asking me to desist from anything. He has also violated 
the third section of the Bill of Rights. 

Mr. McKinnon. You submit those letterstous. Our committee will 
study that correspondence. We have had it suggested by Colonel 
Kaiser to initiate this action. We want to see that you get a fair deal. 
We think the country needs a sled like you have. 

This is the conclusion, ladies and gentlemen, of our hearing here 
in San Francisco. We have heard witnesses not only from California 
but Nevada and Colorado, too, and a number of things have come up 
here that are going to be very beneficial to all of us. Our committee 
has learned a lot of things we have not known before. We want to 
thank the Government agencies for their cooperation and assistance, 
and we want to thank also you people who came here to testify. 

Our committee wants to assure you that as we go back to Wash- 
ington we will be taking the transcript with us, and we will be studying 
it. There is indicated several revisions in legislation that we hope we 
can make that will be a step in the right direction. There are some 
short-cuts that we can take with the Government agencies in Wash- 
ington toward simplification of these things in the way of bids and 
regulations. We will be following through on this, and we hope we 
can get some effective action that is indicated by this testimony. We 
want to thank you very much for your cooperation and your assistance. 
Also, we want to thank Judge Carter for the use of his courtroom. 
The meeting is now adjourned. 

(Whereupon, at 4 p. m. of the same day the proceedings were 


adjourned.) 
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Turee HuNpRep AND Forty-NintH INFANTRY, 
Camp Gruber, Okla., November 28, 1942. 
To Whom It May Concern: 

Mr. Milo Caughrean was of considerable assistance to me in my capacity as 
president of the Experimental Board, Alaska Defense Command. It was largel) 
through Mr. Caughrean’s interest and help that the burlap insole for footwea: 
in Alaska was developed. Mr. Caughrean went to considerable trouble and some 
personal inconvenience in getting facts for the board and furnished the board 
with its first sample of this article. 

It is understood that Mr. Caughrean has had experience in the operation of 
Diesel engines. 

EArt LANDRETH, 
Colonel, Three Hundred and Forty-ninth Infantry, Commanding. 


San FRANCISCO, CALIF., November 29, 1946. 
DEVELOPMENT Secrion, 
Army Ground Forces, Fort Monroe, Va. 

Dear Sin: Enclosed are descriptive folders of the Milo-Sled. I have a scale 
model of this sled and I have shown it to Gen. Arthur P. Johnson, who was in 
command of Fort Richardson, Alaska, last February 1946, and the engineering 
staff at Fort Richardson; Colonel Shanahan, who was in command of the cold- 
weather development at Ladd Field, Alaska, last March 1946; and to numerous 
other people in Alaska. They all made favorable reports by stating that the 
Milo-Sled ws the solution of the sled problems. Especially General Johnson, who 
Stated that the sled was so simple and practical that it was a wonder the idea 
had not been thought of before. 

From 16 years of experience in the interior of Alaska I learned the best time 
to do hauling with tractor-drawn sleds was from March 1 until May 1, There 
fore I would like to build some of the Milo-Sleds for a test by the Task Force 
Frigid. 

Colonel Lang and Lieutenant Colonel Parker, of the Engineers at Fort Rich- 
ardson, asked me to see the Ordnance Department here at the Presidio, and in 
turn Lieutenant Colonel Mantz, of the Ordnance, asked me to take the matter 
up with the Development Section. 


Yours truly, 
Mito C. CAUGHREAN. 


War DEPARTMENT, 
OFrFriIce OF THE CHIEF OF ORDNANCE, 
Washington, D. C., May 12, 1948. 
Mr. Miro (. CAUGHREAN, 
San Francisco, Calif. 

Dear Mr. Cavenrean: This will acknowldge your letter of March 5, in which 
you submtited sled drawings, and your letter of April 10, addressed to the com- 
manding general of ordnance, which has been referred to me for reply. 

Arrangements which you have made for manufacture of your improved sleds 
have been noted and information concerning same has been transmitted to 
Detroit Arsenal in order that consideration may be given by that office to your 
facilities for new sled requirements. 

Your interest in the Army Arctic transportation problem is greatly appre- 
ciated and it is hoped that advantage may be taken by the Army of your wealth 
of experience in Arctic transport. 

For the Chief of Ordnance: 

Sincerely yours, 
H. W. Evans, Assistant. 


DEPARTMENT OF THE ARMY, 
ORDNANCE DEPARTMENT, Detrorr ARSENAL, 
Center Line, Mich., July 7, 1948. 
Mr. Miro CaveHrean, 
San Franciaco, Calif. 

Dear Str: In reference to your letters of June 8, 1948, and June 12, 1948, con- 
taining, respectively, price proposals and design considerations for sleds for 
Arctic use; your proposal is still under consideration. 
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It is now scheduled that your proposal will be compared with those from other 
prospective suppliers on or about July 19, 1948, after which you will be notified 
if your proposal is acccepted. 

Since delivery dates will be considered in the comparison of proposals, it is 
requested that you inform this arsenal as to the approximate minimum delivery 
time after award of contract in which you can supply the following quantities, 
manufactured in accordance with our letter to you dated May 17, 1948, May 18, 
1948, and June 3, 1948: 

Two (2) each, sleds, 2-ton, T—, with stake bodies. 
Two (2) each, sleds, 4-ton, T—, with stake bodies. 
Six (6) each, sleds, 10-ton, T—, with stake bodies. 
For the Commanding Officer : 
Sincerely yours, 
C. W. Kynocn, Assistant. 


San Francisco, Cauir., July 13, 1948. 
Mr. ©. W. Kynocnu, 
Department of the Army, 
Ordnance Department, Detroit Arsenal, 
Center Line, Mich. 


Imear Six: This is in reply to your letter of July 7 requesting approximate 
minimum delivery time after award of contract. 

We are prepared to make delivery on these sleds as follows: 

Two sleds of whichever type you may designate within 60 days and the re- 
maining sleds within 30 or 45 days thereafter. We can under stress of necessity 
improve the delivery schedule on the subsequent sleds but in order to do so 
may request your assistance in getting necessary materials. However, we have 
explored the market and do not anticipate any special difficulties. 

You will understand that these sleds have special design as outlined to you 
based on our experience in the Arctic, and we feel that improvements can be 
made in the design from time to time once we are in production. 

Sincerely yours, 
Mito CAUGHREAN. 


ORDNANCE DEPARTMENT, 
DETROIT ARSENAL, 
Center Line, Mich., August 30, 1948. 
Mr. Mito C. CAUGHREAN, 
San Francisco, Calif. 

Dear Str: Recently various prospective suppliers, of which your organization 
was one, were invited to submit proposed tentative designs and price proposals 
on several sizes of cargo sleds with stake bodies and general purpose knock- 
down type wanigans. 

Postponement of delivery requirements by the Army Field Forces has made 
it desirable for this arsenal and various other Army organizations to review and 
revise the military characteristics which will be required in these vehicles. Such 
studies are now in progress and may result in revision of the tentative specifica- 
tions upon which your proposal was based. It is not anticipated that any further 
procurement will be made at this time. 

Your interest in this matter is appreciated. Your proposal will be held in this 
office until the matter is reopened. You are assured that, at that time you will 
be invited to submit new proposals based on the revised requirements. 

For the commanding officer. 

Sincerely yours, 
C. W. Kynocn, Assistant. 


DEPARTMENT OF COMMERCE, 
OFFICE OF TECHNICAL SERVICES, 
Washington, D. C., November 10, 1950. 
Mr. Mito C. CAUGHREAN, 
San Francisco, Calif. 
Dear Mr. CavGHrean: Since writing to you on July 5, the descriptive mate- 

rial concerning your bobsled design has received the most careful consideration 
of experts in the armed services. 
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They indicate that present requirements for this type of equipment are capa- 
ble of being satisfied by contract awards to commercial concerns that have sub- 
mitted bids in response to requests for such bids. It is our understanding that 
the armed services advised you in 1947 to consider the matter of obtaining a 
commercial source for the manufacture of your sled and that such source be 
listed as a prospective bidder in the event of future procurement of this type 
material. 

In view of the above, the only suggestion we can make at this time is that you 
follow the original suggestion from the armed services. You may be sure your 
interest in bringing this matter to our attention is sincerely appreciated. If 
you have any further suggestions concerning our national defense, we shall be 
very glad to hear from you. 

Very truly yours, 
L. S. HarpLanp, National Inventors Council. 


San FRANcIcSoO, Carr., Vorember 29, 1950. 
San FRANCISCO ORDNANCE, 
Oukland Army Base, Oakland, Calif. 
(Attention: Lt. Col. C. F. Kaiser, Deputy District Chief.) 

Dear Coronet Karser: Referring to our conversation of November 28, 1950, 
regarding the Mil-Sled, I am enclosing a copy of the last letter I received from 
the Ordnance Department, Detroit Arsenal. 

It is my desire to reopen the matter mentioned in the enclosed letter, as I am 
desirous of submitting bids for manufacturing the Milo-Sled, detachable runners 
for field guns, and other Arctic equipment. Also, I shall be glad to cooperate in 
aunhy manner that you may direct, as I have had many years experience in Alaska 
with winter transportation problems. 


Yours truly, 
Mito C. CAUGHREAN. 


TRANSPORTATION RESEARCH AND DEVELOPMENT STATION, 
TRANSPORTATION Corps, UNITED STATES ARMY, 
Fort Eustis, Va., December 20, 1950. 
Mr. Mito C. CAUGHREAN, 
San Francisco, Calif. 

Dear Str: Reference is made to your communication to the president, Trans 
portation Board, dated November 29, 1950, and a descriptive pamphlet on the 
Milo-Sled sent to this office by Colonel Modisette, San Francisco Port of 
Embarkation. 

This office has been familiar with the characteristics of the Milo-Sled since 
1948. At that time it was considered for test during the 1948-49 winter season, 
but on the basis of the evaluation made by the Advanced Base Proving Ground, 
Port Hueneme, Calif., after tests at Port Barrow, it was rejected in favor of 
the Navy type III sled. 

At present there is no requirement for sleds but this situation may change at 
any time. In such event, new evaluations will be made and the Milo-Sled will 
be again analyzed from the standpoint of greater experience with this type of 
equipment. 

In the meanwhile, any additional technical and production information you 
may have will be welcome and will be retained in our files should procurement 
ever be necessary and may we convey our thanks for your interest. 

Ricuarp D. Meyer, 
Lieutenant Colonel, TC, Commanding. 


ORDNANCE DEPARTMENT, Derrorr ARSENAL, 
Center Line, Mich., February 9, 1951. 
415 Jones STREET, 
San Francisco, Calif. J 
(Attention: Mr. Milo C. Caughrean.) 
GENTLEMEN: Reference is made to your letter of January 30, 1951, regarding 
the requirements for cargo sleds by this arsenal. 
The Yukon-type sled, as shown in the International news photo sent this 
arsenal, is a quartermaster toboggan sled. For any information regarding same, 
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it is suggested that you write to the Office, Quartermaster General, Washing- 
ton, D. C. 

Sled development by the Northland Vehicle Section, Research and Develop- 
ment Division, Development and Engineering Department at this arsenal has not 
included anything of the man-handled, dog-team or man-drawn type. 

The only sleds recently procured through the Ordnance Tank and Automo- 
tive Center, 1501 Beard Street, Detroit 9, Mich., were 2-ton units. This require- 
ment was listed as an “invitation for bid” to the general public in all the Ordnance 
districts in the United States for a period of 10 days, beginning October 30, 
1950, and ending November 9, 1950. 

If any sled development is required by this arsenal, Milo sleds will be given 
consideration. 

For the commanding general. 

Sincerely yours, 


W. A. Cart, 
Colonel, Ordnance Corps, 
Acting Chief, Development and Engineering Department. 


DEPARTMENT OF COMMERCE, 
OrFIce OF TECHNICAL SERVICES, 
Washington, D. C., February 12, 1951. 
Mr. Mito C. CAUGHREAN, 
San Francisco, Calif. 

Dear Mr. CAUGHREAN: We have your letters of January 6, addressed to Dr. 
Charles F. Kettering and Mr. Charles E. Wilson, as well as your letters of Jan- 
uary 25 and 27, addressed to this office. 

In reading the many conflicting letters which you have submitted we find 
it difficult to get a clear and complete picture of the present status of the Milo 
sled. While you indicate it is the Council’s duty to get to the bottom of the 
matter, you also indicate that you have negotiated directly with practically 
all the technical branches having a potential interest in sleds. Since we do 
no have the benefit of the complete correspondence or the ersults of any personal 
contacts you have made, our records are incomplete and inconclusive. 

The records here indicate that your sled was tested at Point Barrow along 
with the Navy model and that both were rejected for application to naval usage. 
As a result of these same tests, the Transportation Corps decided in favor of 
the Navy type and against the Milo type. 

The records also indicate that your sled was considered by the Ordnance 
Department and you were subsequently advised to find a supplier who could 
be listed as a prospective bidder. While you deny that this was the case, 
sources in Washington insist that, to the best of their recollection, this advice 
was given to you, either by mail or in person. Whether you did or did not 
receive this information in 1947 seems to be a side issue at the present, since 
you now know that this is the procedure which must be followed if the Milo 
unit is to be considered for any contracts to be awarded in the future. We 
believe that direction of your efforts to finding a prospective supplier would 
be far more constructive than confining your correspondence to events of the 
past. 

We are making no efforts to whitewash any of the military agencies or the 
activities of the council. We believe the council performed its function in 
bringing your concept to the attention of the armed services. If there are con- 
flicting elements in the case, it is due to the fact that you did not coordinate 
your efforts with ours. 

If we are to resolve any conflicting elements which may now exist, we will need 
complete facts. In other words, we would require a complete file of all corre- 
spondence which has ensued between you and all other agencies, together with 
an account of the results of any personal interviews. The copies of any official 
correspoudence from other agencies should be in the form of photostats in order 
to facilitate tracing. Copies of your letters to these agencies need only be 
typed copies, 

If you will furnish us with this material and assure us that you will desist 
from other correspondence with these agencies until. our study is completed, 
we will de our best to get a complete consensus of opinion as to the merits of 
the Milo sled. Should you feel that this procedure is unsatisfactory, I do not 
believe the Council can be of further assistance, since it is not our policy to 
bulldoze an idea through on the basis of incomplete facts. 
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I can assure you that the Council is interested in seeing that each and every 
inventor is given fair treatment. If we can be helpful in the case of the Milo 
sled we shall be very glad to cooperate. 

Very truly yours, 
L. S. HaRDLAND, 
National Inventors Council. 


SetH GREEN MACHINE WorKs, 
Seattle, Wash., February 17, 1951. 
Mr. Mito C. CAUGHREAN, 
San Francisco, Calif. . 

Dear Mito: I wish to again advise you that my plant is available and that I 
would still like to build your sled as we had planned as far back as 1945. 

There should be no question as to the ability of the plant to produce the sled, 
as it was inspected by Mr. Kaufman following our conference with Colonel 
Shinkel and Captain Bidwell in the district ordnance office in San Francisco in 
June of 1948, and no objections were raised at that time. 

Again I wish you every success, and will look for an early order, 

Very truly yours, 
Sera GREEN MACHINE WoRKs, 
SETH GREEN. 


San Francisco, Cauir., March 6, 1951. 
Commander FRANK C. TYRELL, 
Civil Engineer Corps, United States Navy, 
Commanding Officer, Civil Engineering Research and 
Evaluation Laboratories, Naval Station, Port Hueneme, Calif. 
Deak COMMANDER TYRELL: Today I had a talk with Admiral L. N. Moeller 
and I showed him a model and the drawings of my Milo-Sled. Admiral Moeller 
suggested that I go down to Port Hueneme to see you about this sled. It is my 
desire to explain my patented sled to you as it has features that make it suitable 
for use by our armed services. 
Neither I nor my sled are strangers to the personnel of the Naval Proving 
Ground Base at Port Hueneme, Calif. 
Yours truly, 
Mito C. CAUGHREAN. 


ORDNANCE CORPS, 
ORDNANCE TANK-AUTOMOTIVE CENTER, 
PROCUREMENT AND STocK CONTROL, 
Detroit 9, Mich., March 8, 1951. 
Mr. Miro C. CAUGHREAN, 
San Francisco, Calif. 

Dear Sie: This is to acknowledge your letter of February 27, 1951, requesting 
data for sleds. Please be advised that the procurement referred to in your letter 
was advertised and posted in accordance with regulations at various locations, 
including the San Francisco Ordnance District, on invitation for bid No. 1597. 

Detailed specifications and drawings were not available for this procurement, 
and are still not available at this time. We anticipate that all required data 
will be finalized and made available to all bidders, should additional procure- 
ment be necessary. 

Your company was not listed in our source files at the time this procurement 
was initiated, and your assistance as a qualified supplier would have been wel- 
comed. 

You are now registered in our file as a source of sleds and receive direct 
inquiries from this center should we have any such requirements. 

It is suggested that you also keep in contact with the San Francisco Ordnance 
District as such procurement may be required from that agency. 

Thank you for your interest in the current procurement program. 

For the Commanding General : 

Sincerely yours, 


Cart R. LAMPARTER, 
Captain, Ordnance Corps. 
Assistant. 
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UNITED STATES NAVAL CIvIL ENGINEERING 
RESEARCH AND EVALUATION LABORATORY, 
CONSTRUCTION BATTALION CENTER, 
Port Hueneme, Calif. 
Mr. M. C. CAUGHREAN, 
San Francisco, Calif. 

Dear Mr. CaucHREAN: In reference to your letter of March 6, 1951, regarding 
the Milo-Sled, we will be pleased to examine the drawings of your sled at your 
convenience. It is anticipated that the present design has been modified to 
overcome the structural faults encountered in the original prototype. 

Yours truly, 


F. C. Tyrret1, 
Commander (CEC), United States Navy, 
Commanding Officer. 


From: Officer in Charge, United States Naval Advanced Base Depot, Construc- 
tion Battalion Center, Port Hueneme, Calif. 
To: Chief, Bureau of Yards and Docks, Navy Department, Washington 25, D. C. 


Attention : D-4. 

Subject: Development of more suitable sleds for cargo transportatioa in the 
Arctic—P. G. O. 5-5Pa. 

Reference: (a) P. G. O. 5—5Pa authorized by DuDocks ltr NOy-—13360, D—-4/lw 
dated 30 Dec. 1946. 


1. 


This interim report, prepared by D. A. Patrick and R. C. Towne, covers the 
development, construction, and preliminary testing of two Arctic cargo sleds 
at the Proving Ground, NABD, Port Hueneme, Calif. 


2. PRELIMINARY INVESTIGATION 


The cargo sled now in general use in the Arctic is a modified Michler No. 9, 
manufactured by the Michler Co., Fond du Lac, Wise. The objectionable features 
of this sled, as reported by Arctic observers, are : 

(a) Poor tracking and turning due to runner gage and bunk mounting. 


(bv) Tipping due to two-point suspension of deck, narrow runner gage, and 
high center of gravity. 

(c) Low-ground clearance under beams. 

(d) Exessive deck vibration which is objectionable when hauling delicate 
machinery or drums of liquid. 

(e) Excessive drawbar weight making it impossible for manual connection. 

(f) Side slip due to shape of runners and shoes. 


8. DEVELOPMENT AND CONSTRUCTION 


To date, in attempting to overcome these objectionable features, two sleds 
of different design, both from each other and from the Michler sled, have 
been developed, constructed, and field-tested at Port Hueneme. Bearing in 
mind that new-style sleds for -proper testing should be used in existing sled 
trains, the 8- by 24-foot bed size of the Michler sled and a 20-ton pay load were 
accepted for controlling features in the new designs. 


(@) Milo-type sled 

This sled is a modified version of the Milo sled invented by Milo C. Caughrean, 
of 415 Jones Street, San Francisco, Calif. As originally designed, it was 
constructed under the advisement of the inventor as shown in photographs 
Nos. A-1028, A-1043, A-1044, A-1045, A-1050, and A-1051. As tests progressed 
this sled was modified and redesigned by Mr. Caughrean and the proving-ground 
staff, as shown in ABPG drawings Nos. 399, 400, 401, 454, 455, and 457. The 
progressive steps of modification and redesign are covered in paragraph 5 (a). 

In this sled the beam is eliminated, and each runner vertically pinned 
directly to the bunk for free turning in a horizontal plane. Coil springs are 
mounted between each runner and bunk, and independent or “walking motion” 
of each runner is achieved through a saddle and horizontal pin arrangement. 
The wooden bed is rigidly bolted to the bunks and the connecting H-frame. 
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Steering is achieved by connecting the front and rear runners with crossed 
cables and passing the drawbar, which is “dead-ended” to the front bunk, through 
a slot in the spreader bar between the front runners, Oval-shaped shoes are 
mounted on steel reinforced wooden runners. The drawbar is broken by a hori- 
zontal pin connection to enable a two-man hook-up to towing tractor. The 
drawbar pull passes through the H-frame and deck to the rear tail hitch. 


(b) Aretic sled type III 

As tests progressed it was modified and redesigned as shown in ABPG 
drawings Nos. 481, 482, 483, 484, 485, 486, 487, and 410. The progressive steps 
of modification and redesign are covered in paragraph 5 (b). 

In this sled very heavy beams are used, and the runners are connected to 
horizontal pins with bearing blocks which are mounted within the beams on 
heavy vertical pins, and this linkage allows free runner turning in a horizontal 
plane, and independent or “walking motion” in a vertical plane. All-steel flat- 
shoed runners are used. Wide, flat, flanged bunk plates are mounted over 
each beam and held in place by horizontal pins passing through the flanges 
and beams on the longitudinal center of the sled. Coil springs on either side 
of this longitudinal center are placed between these bunks and the beams. A 
steel-reinforced wooden bed is linked and pinned to the bunks. Steering is 
achieved by connecting the drawbar directly to the front spreader bar and 
connecting the front and rear runners by crossed chains. The drawbar, which 
requires five men to connect it to the towing tractor, is provided with plates 
for pinning in a herizontal position when backing. The drawbar pull passes 
to the rear hitch through the front runners and crossed chains to the reur 
runners and bunk, 

4. TEST LAY-OUT 


Initial sled tests were conducted in an area consisting of flats and dunes 
covered with soft beach sand. Susequent tests were conducted on the truck- 
driving obstacle course at the Earth Moving School, TADGEN, Port Hueneme. 
The terrain consists of a series of hills with 50-percent grades and sharp vertical 
curves with radii as short as 50 feet, and wide, flat, steep-sided ditches and 
roadbeds. The soil cover is a light sandy loam. 

The sleds were loaded with concrete blocks graduating up to a maximum of 
100,000 pounds on the Arctie sled type ITI and 76,430 pounds on the Milo-type 
sled. Motive power was supplied by one to four D-S caterpillar tractors in 
tandem. The sleds were pulled over the testing area to check maneuverability, 
durability, and practicability. 


5. TEST DETAILS 
(a) Milo-type sled 

Test No. 1.—In soft beach sand with a load of 27,230 pounds the wooden bunk 
failed. Also, the bed appeared inadequate for heavy, concentrated loads. Ac- 
cordingly, the sled was redesigned with a steel bunk, heavier timber bed with 
X-frame support, heavier trailer hitch, and by housing the steering arms within 
the X-frame. 

Test No. 2.—This test, conducted on the earth moving school obstacle course 
with a maximum load of 27,230 pounds, resulted in failure of the swivel tongue 
hitch as shown in certain photographs. To continue the test, the swivel was 
welded to the tongue, and, to allow universal action in the hitch, a 14-inch 
shackle was connected between the tongue eye and the D-S drawhbar. At this 
time observation indicated that the tongue should be shortened, the steering 
arms were impracticable, the bed was still inadequate for heavy loads, and that 
the sled was too stiff for successful operation. 

Test No. 38.—RBefore commencing this test the tongue was shortened enabling 
two men to connect it to a D-S drawbar, and a La Tourneau rooter universal 
hitch was installed. Also, steel cable straps between the front and rear runners 
replaced the steering arms, an H-frame replaced the X-frame bed support, and 
coil springs were mounted between the runners and bunks. During the test the 
kingpin holding the runners bent, the kingpin housing elongated, and the U-bolt 
on the tongue failed. These failures occurred with a load of 76,230 pounds and 
the Artie-type sled in tow. Two steel cable straps were used as an emergency 
hitch, and the test continued with bent kingpins. Complete failure of kingpins 
did not occur. With this load the four D-S tractors operated in second gear 
on level terrain, and in first gear over the steep hills. Just previously in the 
same day with a load of 27,230 pounds, the four D-S tractors were able to operate 
in third gear over the test course. 
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After the third test the bent kingpins were remade using 8. A. E. 6140 steel 
and then normalized, and the kingpin bushings were increased in thickness. The 
tongue was repaired by cutting a new eye from a solid block and welding it to 
the tongue. The whole assembly was annealed to relieve stress. 


(b) Arctic sled type III 

Test No. 1—During the initial test in sandy beach soil with a load of 27,230 
pounds, no failures occurred, and no outstanding weaknesses were noted. 

Test No. 2.—While testing with a load of 27,230 pounds, on the earth moving 
school obstacle course, the drawbar hitch, lacking longitudinal flexibility, failed ; 
the test continued with the drawbar hitch repaired, and a second failure 
ecceurred outside of the weld. To continue testing a steel cable strap was 
rigged. 

Test No. 3—A La Tourneau rooter universal hitch rep'aced the drawbar 
hitch used in the second test. The test loads were increased to 77,230 pounds, 
then the load was decreased to 50,000 pounds, and the Milo-type sled with a 
load of 27,230 pounds taken in tow; with the two sleds connected in tandem, 
test runs were made over grades varying from 30 to 89 percent. On a minus 
40-percent grade having a transverse minus 80-percent slope, the sled overturned. 
The sled with load intact was uprighted and the test continued. Only minor 
damage to bed timbers resulted in this overturning however, the drawbar pull 
necessary to move both sleds resulted in tongue assembly failure on the arctic 
sled type III. During the test it was observed also that the tongue assembly asx 
designed tended to plow, accumulate and push material along in front of it 
under certain terrain conditions. 

Test No. 4.—Before testing the tongue assembly was modified to reduce its 
bulk, and the drawbar pull transferred to the runners instead of the bunk. 
Also two additional springs were piaced in each bunk, making a total of 12 
springs between the bunks and bed. To facilitate steering and improve track- 
ing, the back runners were reversed on their bunk thus placing the long end of the 
runner to the rear. The tongue assembly, as beilt, jackknifed when attempting 
to back, and this defect was remedied by the addition of side-stiffener places 
for pinning the tongue in rigid position when backing. With these modifications, 
loads up to 100,000 pounds were successfully moved and no failures occurred. 

Test No. 5.—¥For this test the bed was removed and the bebs extended an 
additional 10 feet by lengthening the steering chains. The sled was loaded with 
20,860 pounds of 40-foot I-beams. With this load the four tractors operated over 
the obstacle course in third gear, and could have operated in fourth gear accord- 
ing to statements by the tractor operators. The bed was replaced using eight 
links and pins, A~1 and A-2 N. L., pentoon gear, instead of the 48 bolts originally 
required. 

6. GENERAL CHARACTERISTICS 


(a) In single and tandem tows, both sleds track well and turn easily. 

(6) Tipping is impossible except on side grades of 80 percent slopes or 
greater, and only then when the load has a high center of gravity. 

(c) The coil springs as mounted on the Milo-type sled practically eliminate 
deck vibration. 

(d) The coil springs as mounted on the Arctic sled type III are not too 
effective in reduction of deck vibration, but eliminate side sway. 

(e) Manual connection to towing tractor is possible with either type of 
drawbar used, 

(f) Side slip due to terrain traversed in tests was not detected in either sled. 

(yg) Bolsters are unnecessary when carrying long loads directly on the bunks 
due to free-turning runners, 

(h) The comparative characteristics between the two sleds developed here 
and the Michlor No. 9 now in use in the Arctic are shown in enclosure (C). 


7. OBSERVATIONS 


(a) Both sleds as finally modified during testing are very maneuverable 
and capable of carrying substantial payloads; however, durability can be 
ascertained only after extended usage in Arctic sled trains. 

(b) The Milo-type sled pulls easier than the Arctic sled type III under all 
load conditions. This observation was reported by the operators of the D-8 
towing tractors, and is accredited to the basic lighter weight and the shape 
of the runner shoes on the Milo-type sled. 
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(c) The Arctic sled type III can easily carry payloads up to 100,000 pounds, 
whereas the Milo-type sled is limited to 80,000 pounds. 

(d) The introduction of springs for shock absorption, making the runners 
free turning in two planes, using four points of support between the runners 
and decks, widening the runner gage to match the towing tractor track gage, 
passing the drawbar pull to the rear hitch through basic parts cf the sled 
instead of using auxiliary chains, and providing a suitable manual connectable 
drawbar, all proved practicable in the Port Hueneme tests. 

10. The Milo-type and type III sleds have been shipped to the Proving Ground 
Arctic Test Section at Point Barrow, Alaska, for observation and testing under 
actual field conditions. Further development and field testing of additional 
sleds will be made, if warranted, by the results of the tests and observations of 
these two sleds at Point Barrow. 

11. A motion picture covering the testing of these sleds at Port Hueneme is 
being prepared for incorporation in the movie which will be submitted with the 
final report. 


PROBLEMS OF A SMALL MANUFACTURER 


TELEVISION RADIO ELECTRONICS, 
FRANK'S ANTENNAS, 
Merced, Calif., April 2, 1951. 
House or REPRESENTATIVES, SMALL-BUSINESS SUBCOMMITTEE, 
San Francisco, Calif. 
HonoORABLE CONGRESSMEN: We are manufacturers of television antennas and 
have an investment on building, trucks, machinery, and tools of approximately 
$20,000. Since the world crisis developed we are not able to secure all the ma- 
terials that we need to manufacture a good product, materials such as aluminum 
tubing, bolts, and insulation materials. For the past 3 months we have had 
to use substitute materials wherever we could secure it, and this material is 
also hard to secure and of course of an inferior grade. For the past 2 months 
jobbing houses have refused to accept our products and have shipped them back 
to our factory, because they said that the public will not buy it and use it. If 
this keeps up we will go into the hands of the receivers. After working hard 
for the past 3 years from 12 to 16 hours per day this is hard to take. To top it 
off we have had to lay off help: thereby we urge you to look into this matter 
not only on behalf of ourselves bat for many others like us. 
Either give us materials or war work so we can stay in business and keep 
our heads above water. 
Trusting that this committee will look into the above complaint. Our company 
would appreciate any suggestions and help from you. 
Yours very truly, 
TELEVISION Rapio ELEcToNIcs, 
A. F. Kurre.s. 


CONGRESSIONAL HEARING, 
San Francisco, Calif. 

Our local industries are astonished at the lack of a directive to make steel 
products available for agricultural purposes. 

Our irrigated crops are in jeopardy unless sheet metals, wire products for 
cement pipe, and steel for repair of agricultural machinery are supplied. The 
need is immediate. 

MapDera County CHAMBER OF COMMERCE, 
W. S. Hillis, Manager. 
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PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


WEDNESDAY APRIL 4, 1951 


House or Representatives, 
SuspcoMMITTEE No, 1 OF THE 
Se.ecr Commirrer oN SMALL Business, 
Los Angeles, Calif. 

The select committee met, pursuant to adjournment at San Fran- 
cisco, at 9:45 a. m., in room 229, Federal Building, Los Angeles, Calif., 
Clinton D. McKinnon, of California, presiding. 

Present: Representatives McKinnon (presiding) ; Mike Mansfield, 
of Montana (chairman); Abraham J. Multer, of New York; and 
William S. Hill, of Colorado. 

Mr. McKinnon. We will call this meeting to order now. 

Originally this meeting was scheduled for 10 o'clock. Due to the 
fact we have so many people that want to be heard that we will get 
off to an early start and see if we can’t work through. 

Because small business is often so hard hit, particularly in times 
of mobilization, like we are going into now, and because Congress feels 
small business is such an important part of our economy, the House 
and the Senate have established the Select Committee on Small Busi- 
ness to inquire into the problems of small-business men and small 
industry throughout the Nation, in order to see how Congress and 
how our economy can assist in keeping alive small business and encour- 
aging small business in their growth, and also in getting the benefits 
of the productive capacity of small business in the war effort. 

We are going to be forced to limit the time of each witness, and we 
would appreciate it if each witness would bring his testimony to the 
point, so we will have time to hear everyone. 

We will be able to take your written testimony and insert it com- 
pletely in the record, and when this committee gets back to Washing- 
ton we will study that record very carefully, in order to take advan- 
tage of the suggestions you may care to make, and in order to do some- 
thing about solving some of the problems we may be able to assist 
with. 

So, consequently, each person that is called to testify, we would 
appreciate your bringing your testimony to the point. We will take 
your complete written testimony and insert it in the record for further 
consideration. 

We have with us this morning, representing the Select Committee 
on Small Business, Mr. Mansfield, of Montana, Mr. Multer, of New 
York, and Mr. Hill, of Colorado. 

I happen to be from California, from San Diego. That is one of 
the reasons we are having this committee in Los Angeles, in order to 
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benefit our economy in California, and because we recognize that Los 
Angeles is made up primarily of small industries and small-business 
men who have created and added to the war effort during World War 
II, and we are counting strongly on that in this mobilization period 
ahead of us. 

This committee operates on strictly nonpartisan lines. We are not 
interested at all in your party affiliations nor are we interested in 
partisan politics, as they come up in the course of assisting small 
business. 

You will find us very sympathetic and we hope to be of assistance, 
regardless of what party you belong to. 

We have with us today a number of representatives of governmental 
agencies that play such a large part in assisting and working with 
small business in this area. 

At this time I would appreciate having each of the representatives 
of Government agencies stand up and be identified, and later we will 
call on them with some of our specific problems. 

Mr. Bates, will you lead off? 

Mr. Bares. Edwin Bates, district manager for the Department of 
Commerce in southern California. 

The Department of Commerce includes, of course, the National Pro- 
duction Authority as its defense arm in this program, 

Also from this office is Mr. Allan E. Wahlgren and Mr. W. E. 
Elieson. 

Mr. McKinnon. Thank you, Mr. Bates. 

We wish to publicly acknowledge your cooperative efforts in helping 
us to set up this meeting. We appreciate the good work you and 
your office have done. 

Commander Loomis. I am Commander Earl G. Loomis, officer in 
charge of the Navy purchasing office in Los Angeles. 

Mr. Hanson. My name is Hanson, and I appear for the business 
administration center. 

Mr. Jenninos. Frank Jennings, the contracting officer for the 
CAA in this area. 

Mr. Bennert. R. L. Bennett, branch manager, General Services Ad 
ministration, Federal Supply Service, Los Angeles. 

Captain Tuompson. R. Thompson, Chief of the Small Business Sec 
tion, Los Angeles Ordnance District. 

This is Col. W. S. Broberg, district chief | indicating}. 

Mr. McKinnon. Of the Army Ordnance / 

Captain Thompson. Army engineers. 

Mr. Wener. Robert R. Weber, Assistant Chief, Construction Divi- 
sion, Los Angeles District Corps of Engineers. 

And Jerry Gordon, assistant to the Chief of Supply and Procure- 
ment Division, Los Angeles District Corps of Engineers. 

Mr. McCormick. Leo H. McCormick, assistant to National Director, 
also of the Office of Price Stabilization. 

Colonel Ficktune. W. A. Fickling, Director of Procurement Ad 
ministration of the United States Air Force, western division. 

Colonel Hieerns. Fred J. Higgins, also of the western district. 

Mr. McKinnon. From Washington we have with us Lt. Col. Bernice 
C. Phillips, who represents the Office of Defense, and particularly from 
the Munitions Board. You will find she has a lot of answers. She 
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was with us, the same as Mr. McCormick, in San Erancisco, and was 
very helpful. 

Are there any other governmental agencies represented / 

Mr. Haicur. Hector Haight, regional manager of the RFC, south- 
ern California and Arizona. 

My associate, Harry Smith. 

Mr. McKinnon. Thank you. Weare very glad to have you with us. 

I would like to put you fellows up here in the jury box, or the sin- 
ners’ row, So we can get at you very easily, for the rest of the people. 

We also have Mr. Don Bradley, who is assisting our committee, and 
if any of you wish to present testimony and aren’t on the list, I suggest 
you get in touch with Mr. Bradley. 

I believe Mr. Christian is in the audience. 

Mr. Curistian. Yes. Walter Christian, department of employ- 
ment. I believe you heard our man in San Francisco yesterday or the 
day before yesterday. 

I do not want to reiterate our interest in the problem of small busi- 
ness. Anything we can do during your stay in southern California, 
we are here to help you. 

Mr. McKiynon. We may call on you a little later, Mr. Christian. 

Mr. Curistian. All right, sir. 

Mr. McKinnon. Our first witness this morning will be Mr. Fried- 
man, of the Pax Metal Co. 

I might mention here that this meeting is being taken down and 
copies will be available to any person desiring a copy of the transcript 
of the meetings for the next 2 days. If you do desire a copy, you 
will get in touch with our reporter and will be able to make arrange- 
ments about obtaining a copy. 


STATEMENT OF HERBERT FRIEDMAN, PAX METAL CORP., 
LOS ANGELES, CALIF. 


Mr. Friepman. Mr. Chairman, I have prepared a written statement 
and I do not believe it is necessary for me to read the statement, but 
I would like to elaborate, if I may. 

Mr. McKinnon. You may proceed. 

Mr. FriepmMan. I wish to express my gratitude to the committee for 
this oppertunity of stating my views on the impact of the defense pro- 
gram on the economy, with particular reference to small business. 

Let me state at the outset that, in my opinion, the present Gov- 
ernment controls, while necessary, tend to increase the strength of the 
position of the multi-million-dollar corporations while weakening 
or killing off small business. Small business has been called the back- 
bone of our economy, but unless prompt and energetic action is taken, 
irreparable damage will be done. 

While it is undoubtedly necessary to stockpile basic raw materials, 
this should not be done in a manner in which the stockpile of technical 
skills and know-how is virtually dissipated. 

Let me elaborate on this statement as seen through the eyes of an 
independent aluminum fabricator. We are extruders of aluminum. 
The peculiar structure of the aluminum industry in this country is 
well known. The three primary producers of the basic aluminum 
are, at the same time, fabricators and manufacturers of mill products 
such as sheet, rod, bar, tubes, wire, castings, extrusions, and so forth. 
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They are thereby-in direct competition with the thousands of inde- 
pendent fabricators of these mill products who have to rely for their 
raw material upon these three concerns. 

Under the present regulations, the three primary producers exer- 

cise a more or less arbitrary control over the percentage of their output 
of pig, ingot, and billet used by themselves for further fabrication, 
and that portion allocated to independeth fabricators. 
It stands to reason that in a time of metal shortage as the present 
it is far more profitable for the primary producers to use the raw mate- 
rial produced by them for further fabrication in their own mills than 
to sell the metal in the raw form of ingot, pig, and billet. 

Besides, 95 percent of all independent fabricators in the aluminum 
field have in the past depended on the making of products for civilian 
uses such as building materials, transportation equipment, agricultura! 
implements, and so forth. Government regulations, however, now 
virtually prohibit all uses of aluminum for the above and other civilian 
purposes. 

What is the independent fabricator, the small-business man, to do? 
Defense orders have as yet not reached his level as the primary pro- 
ducers are themselves taking care of most of the requirements for the 
defense effort. Asa result of this situation the small independent, for 
lack of metal and of permissible preduction, is falling by the wayside. 
He loses his stockpile of skilled labor as he cannot maintain production 
and his payrolls. 

We are told that small business should use its own initiative and go 
after defense subcontracts, but so far an insufficient number of these 
are available to take the place of civilian production. The resulting 
vacuum is placing small business in ieupeltly 

Our company, Pax Metal Corp., have been aluminum extruders in 
Los Angeles for the past 3 years. We had leased a plant which in- 
cluded foundry equipment for making our own extrusion billet. For 
this we used aluminum scrap which we refined and virgin metal. How- 
ever, as it turned out, the equipment of this plant was obsolete and in- 
efficient and we therefore terminated our lease. At the same time we 
ordered new extrusion machinery but no foundry equipment as we are 
relying on the primary producers for the supply of extrusion billet. 

However, we now find that even for DO-rated orders calling for 
metal from the primary producers, such metal is not forthcoming. | 
wish to quote from a letter addressed to us by one of the primary 
producers, dated March 1, 1951, as follows: 

This is to thank you for your purchase order No. 7763 to which you applied a DO 


rating and the certification as required under NPA regulation 2. We are sorry to 
inform you that we are unable to schedule the order for shipment prior to 


January 1952. * * * 

Our defense program can certainly not be implemented nor can 
small business play its part while these conditions prevail. 

Due to the fact that the use of aluminum for most civilian purposes 
has been so drastically curtailed, more and more aluminum is now 
being channeled into the national stockpile. At the same time, the 
three primary producers are expanding their output of the basic metal, 
in most cases with Government support. ; 

It is therefore suggested that in order to mitigate the impact of the 
transition period on small business, the independent aluminum ex- 
truders, for example, shall be allowed to fabricate standard items such 
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as rod, bar, tubing, and shapes which will latter be used for defense 
uirements. 
his would serve two purposes: It would retain the stockpile of 
skills and at the same time provide a ready source to the Government 
of these mill items. The material for this work should be provided by 
diverting pig and inget now being consigned to the national stockpile. 

In the event that present planning cannot be protected far enough 
to place sufficient orders for such standard items, it is further suggested 
that manufacturers like ourselves be allowed to continue a larger 
degree of production of essential civilian items. I have in mind in 
particular such items as are used in the home-building industry— 
aluminum window sash, door thresholds, similar items other than those 
of a purely decorative nature. 

Finally, I wish to point out that the independent aluminum extruder 
fills a very important position in time of war as his operation is more 
dispersed and strategically not as vulnerable as the facilities of the 
big mills. 

In conclusion, let us not forget that someday we will return to a 
peacetime economy. At that time the consuming facilities of the 
three integrated primary producers of aluminum will by far not be 
sufficient to absorb the raw material produced by their presently 
expanded output of metal. 

I have come here in spite of the fact I have never taken part in any 
such activity, but 1 feel very strongly on these points. So far as I 
know, we are the only independent extruder of aluminum in southern 
California, or the entire west coast, that might be classified as small 
business. 

There is the Aluminum Co. of America, who certaimly does not 
qualify for that, and is a large manufacturer. 

We have the natural problem of securing raw material, which is 
increased by the fact that the acknowledged integrated manufacturers, 
like the Aluminum Co. of America, Kaiser and Reynolds, are at the 
same time also fabricators themselves. Therefore, they are not mak- 
ing the material available to us, we feel, that we need. 

I would like to cite one particular case where we were offered a con- 
tract to extrude aluminum for Bendix Aviation, which was DO-rated, 
and we extended the DO to one of the primary producers, to furnish 
us the necessary raw material. 

We got a reply, in which they told us they could not make material 
available to us before January 1952, which, virtually, we cannot 
partake of, but the big company themselves will fill this requirement. 
That is the specific case I wish to cite. There are others I could cite. 
As a result of that we had to turn down orders because Bendix Avia- 
tion Co. could not wait for such long delivery. 

Another point I wish to make is that because of the lack of raw 
material that we are getting, and the fact that defense orders are not 
coming through as fast as the lower echelon of industry, to our level, 
we are losing our labor force and our skill. 

The point I made in my written statement, that while there is a 
nathingh stockpile of raw material, I feel very strongly that it is also 
necessary to stockpile know-how and technical ability to the extent 
that people like ourselves do not have to discharge their labor forces 
and, therefore, at a time when we would be required to step into the 
picture we no longer have the men to do it effectively. 





874 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Finally, you will realize I have to slant my testimony on aluminum. 
because it 1s the only subject with which I am slightly qualified to 
speak on, that is, at the present time the Government is sponsoring, 
by rapid write-off, or financing arrangements, the expansion of basic 
aluminum producing facilities. Most of this will be in the hands of 
three primary producers, who will increase their capacity. 

At the end of this emergency, undoubtedly there will be a surplus 
aluminum potential and production of basic aluminum, At that time 
the smal] industry will again fill the gap, as they did between the 
Second World War and this one, to absorb all that war expended 
facility and production. 

I also wish to express the hope that out of this will come a chance 
that the big companies will be directed, which I understand is planned 
in the CMP, if it is enacted, that they will be directed to give us ma- 
terial when we have orders. 

We are in no position to accept orders and try to get the materia! 
while the big companies, who make the material themselves, can. 
course, take all the orders, because they know they can fill them. 

Mr. McKinnon. Thank you very much, Mr. Friedman. 

Mr. Mansfield, do you have any questions ¢ 

Mr. Mansrieip. How many employees does your organization have / 

Mr. Frrepman. Well, sir, I should say this: I didn’t want to take 
the committee’s time with this point, we are at the present time 
installing new facilities, That is due to the lack of material we had 
thought we had planned—— 

Mr. Mansrietp. How many employees do you have’ That is the 
question. 

Mr. FrievMan. About 25. 

Mr. Mansriecp. About 25? 

Mr. FrrepmMan. Yes. 

Mr. Mansrrecp. You understand, of course, the Celler committee 
has made a pretty thorough investigation into the aluminum industry, 
relative to monopoly and distribution ¢ 

Mr. FriepMan. Yes. 

Mr. Mansrievp. And I might also say, and I think the committee 
will back me up in this, that at the present time another subcommittee 
of this committee, under Mr. Burton of Virginia, is also looking into 
that particular matter, as it affects the aluminum industry. 

That is all, Mr. Chairman. 

Mr. McKinnon. Mr. Multer? 

Mr. Muurer. What suggestion, if any, do you have as to how 
we might cure the situation so as to keep you and other men like 
you in business ¢ 

Mr. FrrepmMan. My suggestion is that we should be allowed to 
obtain material in a more direct way from the primary producers, 
which now goes into the national stockpile, that is to say, this is not 
an original suggestion of mine—— 

Mr. Muurer. We cannot very well take anything out of the na 
tional stockpile which is being put away for purely defense purpose= 

Mr. Freeman. My point is this: 1 suggest that, instead of stock 
piling ingots, which will take months and months until they are 
converted into a practical item, such as angles, channels, and se 
forth, that we stockpile such items and the Air Force and other 
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agencies of the Government know what will be required as to stand- 
ard items, and stockpile those, and thereby take up the lag at the 
present time. 

At the time when the aircraft production and others will want this 
material it will be readily available. It will not diminish the national 
stockpile in that way. 

Mr. Murer. Do the aluminum companies today compete with you 
on the basis of being able to take the same contract you could take, 
but at a very much lower price? 

Mr. Friepman. No, sir; there is no price cutting in that respect. 
However, there are implications that we may have to pay higher 
prices than they charge themselves for fhe basic material. 

Mr. Murer. Which will then force your prices up. 

Mr. Friepman. Yes; will force the prices up, or the profit down, 
which under OPS we most likely will not be able to increase our 
prices, 

Mr. Murer. Thank you, sir. 

Mr. McKinnon. Mr. Hill? 

Mr. Hitt. You spoke about an order awhile ago that you couldn't 
fill. Was that a bid or negotiated contract, or what was it? 

Mr. Frirepman. No, sir. We had worked for Bendix before, Ben- 
dix Aviation, and had extruded for them. They sent us, in the course 
of business, a subsequent order for the same material. 

We had the die on it, so they sent us the order and we took this 
order to our gad of billets, which is the Aluminum Co., who had 
supplied us in the past, and they turned us down. I have the evidence 
here [indicating]. 

Mr. Hitt. Who got the order? Who did the business for Bendix? 


Mr. Frrepman. | don’t know. This is Bendix in Kansas City, and 


I did not know 

Mr. Hits. Did they offer to help you at all? 

Mr. Friepman. They said they would talk to the Aluminum Co. 
and see whether we could get billets. 

Mr. Hitz. You haven’t heard ? 

Mr. Frrepman. We haven't heard. They signed a DO rating for 
Atomic Energy Commission. 

Mr. Hitz. You don’t know whether some other company, working 
for the Bendix Corp., got the order or not ? 

Mr. Frrepman. I cannot say; no. 

Mr. Hix. In their case you would be a subcontractor really and 
truly? 

Mr. Frrepman. That is right. 

Mr. Hix. The contractor didn’t want to help you, if they did not, 
you would be in a bad way, anyway. 

Mr. FriepMan. It is the contracting offices of the Aluminum Co. 
in Kansas City 

Mr. Hitz. Some of this trouble might come from your prime con- 
tractor himself, who didn’t go out of the way to help you out. 

Mr. Frrepman. I would feel he was interested because dies are a, 
problem now in the trade, and we have the dies on it. It would delay 
him if he went to someone else. It would be in his own best interest 
to see that we got the metal. 

Mr. McKrxnon. You were in production during World War IT? 
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Mr. Friepman. No. I was in the Army, The plant we operate 
was in production ? 

Mr. McKinnon. It is a new ownership, but the plant had a his- 
torical production ¢ 

Mr. Frrepman. Yes. 

Mr. McKinnon. Do you find historically that the production of 
the getting of materials helps you? 

Mr. Friepman. I would prefer to refer to my written statement. 
I will waste your time if I go into the problem. There is a change 
taking place and it may not be of general interest. . 

Mr. McKinnon. You have outlined that problem? 

Mr. FriepmMan. Yes. , 

Mr. McKinnon. Thank you very much for coming to us. Thank 
you for being so direct and to the point. 


STATEMENT OF DONALD C. McGOVERN, ATTORNEY 
LOS ANGELES, CALIF. 


Mr. McGovern. I represent Tri-City Van & Storage Corp., of 21 
West Stewart Street, Redlands, Calif. 

Our complaint is a failure of the Government to pay its bills and 
also a delay in paying its bills. Both of these seriously affect the 
working capital of a small corporation like we are. 

Tri-City Van & Storage. operates on-a capital of about $50,000 
and does an annual business of $100,000 to $125,000 a year. It has 
between 15 and 20 employees. It serves the Navy hospital over at 
Corona and the Marine Air Force Base near Riverside. The Norton 
Air Force Base in San Bernardino and the George Air Force Base 
at Victorville. Also the Marine Corps Depot at Barstow. 

This company has branches in Riverside, Redlands, San Bernardino, 
and Victorville. The corporation was formed in November 1948 to 
take over a sole proprietorship operated by Otto Knudsen, under the 
name of Tri-City Van & Storage Co. 

On December 1, 1948, this corporation bought the assets from Otto 
Knudsen and paid him some cash but primarily preferred stock. 

In October of 1949 the company performed services for the Navy 
hospital at Corona in moving household goods for some of the militar, 
personnel. Tri-City considers it is performing an essential service 
in this mobilization program when military personnel have to be 
moved from one place to another, that it is essential for the house- 
hold goods to be moved, and especially essential for morale purposes, 
if nothing else. 

Tri-City billed the Government in October 1949 for some $750) 
for services performed for the Navy. This represents mostly cash 
out of Tri-City’s pocket. 

The Government did not pay its bill even as late as June or July 
of 1950. 

Mr. McKinnon. There was no dispute on the bill? 

Mr. McGovern. There was no dispute on the bill. The assistance 
of Congressman Phillips was requested, to see if the Comptroller 
General of the GAO, I believe it is, would not pay this bill promptly. 
The corporation needed its money. ' 

Congressman Phillips was unable to get any action, so finally the 
corporation hired an attorney in Washington, D. C., to contact the 
GAO, to try to get its money. 
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The corporation was then informed that the bill was being held up 
because Otto Knudsen, who formerly operated the sole proprietor- 
ship, owed the Government $450, or nearly $500, I should say. 

Well, the corporation was a little bit stunned and said, “Well 
what has that got to do with paying us?” 

They said, “Well, Otto Knudsen took some preferred stock in your 
corporation and we understand he later became president of the 
corporation.” 

Both facts are true. Otte Knudsen did have some preferred stock 
which had no voting power. He had no common stock. He was not 
a director. He was only made president as an honorary position, 
with the thought he could help some in bringing in business. 

Mr. Murer. He drew no salary ¢ 

Mr. McGovern. He drew no salary. He had no real interest in the 
corporation, other than the preferred stock. 

So, finally, I got interested in the case and made a number of long- 
distance telephone calls to a Mr. W. J. Massey in the general counsel’s 
office of the Comptroller General's office, I believe it is. 

Finally, on January 2, 1951, almost 15 months later, the Comptroller 
General or the Assistant Comptroller General, Frank Yates, rendered 
a decision, saying they were very sorry, but they were going to deduct 
from the money owed the corporation, which they never denied, the 
$500, which they claim Otto Knudsen owed them. 

So they paid the corporation in January 1951 about $250. ‘That 
is manifestly unfair, and I might say that as an attorney, I have come 
into contact with another similar situation, where a company that 
had been operating probably as a partnership or a sole proprietor- 
ship was sold out later to a corporation and the corporation did busi- 
ness with the Government of the United States, and money was owed 
the corporation that the Comptroller General’s office, who held up 
payment due the corporation because there might be some similarity 
in names between the former business and the new corporation, or 
because one of the old owners of the business happened to be a stock- 
holder in the new corporation. 

I have here correspondence which I have carried on with the 
Comptroller General's Office, and I would like to offer this in evidence, 
if l may, which will more or less explain the situation. 

Mr. McKinnon. Without objection, it will be so entered. 

(The matter referred to is as follows :) 

Los ANGELES, CaLir., March 24, 1941. 


Hon. RicHARD NIxon, 
United States Senator, Washington, D. C. 

Dear SENATOR Nixon: I don’t know whether you recall me or not, but I was 
one of your supporters in the last campaign. 

I call to your attention a very reprehensible practice of the Comptroller Gen- 
eral’s Office which has come to my attention, through clients, twice within the 
past year or so. The last case involves Tri-City Van & Storage Corp. of Red- 
lands, Calif. This corporation was organized in November 1948 and on De- 
cember 1, 1948, bought the physical assets, but assumed no liabilities other 
than mortgages on these assets, of Otto C. Knudsen, Redlands, Calif., doing 
business as Tri-City Van & Storage Co. Otto Knudsen retained his accounts 
receivable and accounts payable, and Knudsen was not insolvent, so far as I 
know. As of December 1, 1948, Knudsen, according to the Comptroller General, 
owed the Government $497.68. 

In November 1949 the corporation performed services for the Navy Depart- 
ment, and rendered its bill for $761.33, which the Government admits is due 
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the corporation. The Comptroller General’s Office withheld payment of the 
Government's indebtedness to the corporation until January 1951 (over a year 
later) and then illegally, unjustly, and immorally, deducted from the $761.33 
admittedly owed the corporation, $497.68 which the Government claims Knudsen 
owed it, and then paid the balance of $263.65 (without interest) to the corporation. 

This was done by the Comptroller General’s Office because Knudsen took 
some preferred stock (with no voting power) of the corporation in part payment 
for his assets, and later became president emeritus of the corporation, for a 
short period, without doing any work for the corporation, without receiving 
any pay and without any authority to act for the corporation, 

You, as a lawyer, know there is no legal, equitable, or moral justification for 
such an act. The detailed facts are fully set forth in the correspondence at- 
tached hereto. The corporation put out its cash money to render a necessary 
service to the Navy, and besides having to wait over a year to receive payment 
without interest for its services, loses $497.68 in the process. The corporation 
has no legal or moral claim against Knudsen for his money. Indeed, it is prob 
able that Knudsen does not even owe the Government the claimed sum. 

A small corporation has a difficult enough time keeping adequate working 
capital on hand without being so unfairly treated by the Government. If Knud 
sen owes the Government, let the Government collect from Knudsen. 

Will you please be good enough to personally bring this matter to Mr. Lindsay 
Warren's (the Comptroller General's) attention. I’m quite sure he does not 
know that such conduct has taken place in his department. 

For your information, Congressman John Phillips, of Banning, Calif., has 
had some ineffectual contact with the Comptroller General's Office prior to 
August 1950 in an attempt to get the Government to speed up payment of its 
indebtedness to Tri-City. I also propose to bring this matter to the attention 
of Congressman Clinton D. McKinnon’s subcommittee which will hold hearings 
in Los Angeles April 4 on the problems of small business in doing business with 
the Government. As a matter of information only, I am going to bring this mat- 
ter to the attention of Senator Knowland and the White House. 

However, I am relying on you to contact Mr. Lindsay Warren in an effort 
to get justice for Tri-City Van & Storage Corp. It is unfortunate that such con- 
duct on the part of a Government agency has made it necessary to call upon 
your valuable time. 


Sincerely yours, 
Donatp C. McGovern. 


Los ANGELES, Catir., March 19, 1951. 
Re Tri-City Van & Storage Corp., Riverside, Calif., claims Nos. B-—92141 and 
B-S0516. 
Mr. Frank YATES, 
Acting Comptroller General of the United States, 
Washington, D. C. 

Dear Mr. Yates: This will answer your letter of March 8, 1951. I had hoped 
Mr. Lindsay Warren would personally review this case. Had I known that the 
same judge, jury, and prosecutor who rendered the first decision of January 2, 
1951, was going to review his own decision, I would not have wasted time appeal- 
ing. 
On page 1 of your letter of March 8, 1951, you state that “it is neither affirmed 
nor denied that Mr. Knudsen was * * * a director and officer of the cor 
poration.” 

I do deny that Mr. Knudsen was ever a director of the corporation. I doe 
affirm that Mr. Knudsen was president emeritus of the corporation for over a 
year following my resignation. He was made so at my suggestion. This was 
an honorary position without any authority whatsoever, and Mr. Knudsen devoted 
no time to the corporate affairs other than recommend its service to his friend- 
in the community. He was paid no salary, and spent no time in or out of the 
corporation’s office on corporate affairs. I did this because of Mr. Knudsen’s 
high standing in the community, which made me think Tri-City would get busi- 
ness if Mr. Knudsen’s name was still associated with the business. He is not now, 
in any way, connected with the corporation. 

The rest of your letter is devoted to saying only that John Carlson and W. A 
Sanburn, former employees of Otto Knudsen, and later officers of the corpora- 
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tion, knew that Knudsen owed the Government money. I dare say they did. But 
I say, so what? Knudsen owed people other than the United States Government, 
and Carlson and Sanburn undoubtedly knew it. Does that mean these other 
creditors of Knudsen have a claim or right against the corporation? So far, no 
one but the United States Government has made such an outrageous claim. 

Does it mean that a purchaser cannot buy assets of a seller without first re- 
quiring the seller to pay all his debts? If that be either Federal or State law, I 
will appreciate your citation thereto. Do you think you could sue Tri-City Van & 
Storage Corp. and get a judgment against it for a debt owed you by Knudsen, 
under the circumstances you relate? If you are a lawyer, you know you could 
not. 

At the bottom of page 3 of your letter you conclude that it is not unreasonable 
to assume that Carlson and Sanburn knew of Knudsen’s indebtedness to the 
Government when the corporation was created. I'll agree with this assumption. 
I'll agree that Carlson put up some of the money to create the corporation, but 
that Sanburn had nothing to do with the creation of the corporation financially 
or otherwise. I'll agree that both Carlson initially, and Sanburn later, became 
officers of the corporation, and still are officers. But what has all that to do 
with your entirely baseless conclusion which follows in these words: 

“The assumption of the assets of the company by the corporation, with knowl- 
edge of the indebtedness of the company, may not be permitted to defeat the 
right of the United States to recover from the corporation.” 

Please be good enough to cite me the law, equity or logic that gives “the right 
of the United States to recover from the corporation” under the circumstances 
related. The only “right” I am able to detect is that might makes right. The 
Government admittedly owes the corporation money. It refuses to pay because 
it says one Knudsen owes it money; that Knudsen became a preferred stock- 
holder and president emeritus of the corporation; that two of Knudsen’s former 
employees later became officers of the corporation knowing that Knudsen owed 
the Government money when the corporation bought Knudsen's assets; there- 
fore the Government has a right to recover money from the corporation which 
Knudsen owes the Government. 

It is difficnit to know what you mean by the “assumption” of the assets of 
the company by the corporation. There was no “assumption” under any mean- 
ing of that term. The corporation bought those assets, and paid value there- 
for in an arms-leneth transaction. That I know, because I did the bargaining 
for the corporation into which I put ny money and which I control, and T had 
never seen nor met Mr. Knudsen until shortly before I organized the corporation 
in November 1948. 

Mr. Carlson had some money, and knew how to operate the business, and was 
a friend of mine, and that was why he was in the corporation. Mr. Maclean 
had promised to put $5,000 in the corporation, but put in only $500. I later 
bought him out, and had to put up more money for operating capital, partly 
because of the Government’s outrageous attitude in this matter. Maclean is 
no longer with the corporation. 

I am at a loss as to how you, as a representative of the United States Govern- 
ment, can render such an unjust and unfair decision against a citizen of the 
United States. The facts of this case, and copies of the correspondence that 
has passed between me and the GAO and Comptroller General's Office are being 
given to the House of Representatives Committee on Small Business (which 
meets in Los Angeles April 4 for the purpose of finding out the difficulties of 
small business in doing business with the Government), United States Senators 
Knowland and Nixon, and the Office of the President of the United States. 

If the Government keeps this money which it admittedly owes the corpora- 
tion, on what moral or equitable grounds, let alone legal ground, can the cor- 
poration assert a claim against Mr. Knudsen to recover this money? 

I, as a controlling stockholder of the corporation, have no knowledge whether 
the Government’s claim against Mr. Knudsen is even a valid one. If it is no 
more valid than the Government’s claim against this corporation, Mr. Knudsen is 
justified in failing to pay. 

Very truly yours, 
Donatp C. McGovern. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 8, 1951. 
Tri-City Van & Srorace Corp., 
in care of Mr. Donald C. McGovern, Los Angeles, Calif. 

GENTLEMEN : Reference is made to your letters of February 8 and February 
24, 1951, objecting to the settlement and allowance of two claims stated in the 
aggregate amount of $761.33, with payment in the amount of $263.65, the balance 
having been withheld for application against an indebtedness of $497.68 due the 
United States from the Tri-City Van & Storage Co., predecessor of the Tri-City 
Van & Storage Corp. It is reported that notice of the indicated adjustment was 
contained in General Accounting Office settlement certificates Nos. 493639, 
and 493640, both being dated January 16, 1951. 

You refer to your letter of January 12, 1951, which seeks reconsideration of 
decision dated January 2, 1951, concluding that due protection of the interest of 
the United States required withholding from payment to the Tri-City Van « 
Storage Corp. an amount suflicient to liquidate the specified indebtedness of the 
Tri-City Van & Storage Co. 

In the said letter of January 12, 1951, you take the position, as heretofore. 
that the indebtedness previously stated against the Tri-City Van & Storage Cov 
should have been collected from Mr. Otte C. Knudsen, “an individual who hap- 
pened to be a preferred stockholder of the corporation,” and who operated the 
company as sole proprietor prior to disposition of real and personal property) 
to the corporation in exchange for preferred stock of stipulated value issued b) 
the corporation. 

It is indicated that at the time Mr. Knudsen’s offer to sell his property was 
“accepted” by Donald C. McGovern, as president of the Tri-City Van & Storage 
Corp., “Mr. Knudsen was not then, nor is he now, either a director or officer 
of the corporation,” although it is neither affirmed nor denied that Mr. Knudsen 
was, for an undetermined period, a director and officer of the corporation. 

You mention a John Carlson and a Donald Maclean who, with you, were 
instrumental in organizing the Tri-City Van & Storage Corp. “for the purpose 
of buying certain transportation equipment of Otto C. Knudsen.” 

A further purpose was indicated in a letter dated February 2, 1950, addressed 
to the General Accounting Office by Mr. John Carison, as vice president of the 
corporation, “to continue the business of its predecessor Otto C. Knudsen d/b/a 
Tri-City Van & Storage Co.” 

While you state that “knowledge that Otto Knudsen owes the Government 
did not come to my attention until the year 1950,” the present record furnishes 
evidence ‘to the effect that several other interested parties apparently asso 
ciated with you either in the formation or the operation of the corporation and 
its affairs were aware of the difficulties in which Mr. Knudsen had become 
involved prior to the organization of the corporation. 

In this connection it appears that demand fer refund of similar payments, 
which were deemed forfeited to the United. States due to the improper. certifica- 
tion of other invoices by the carrier had been made by the Army Finance Center, 
St. Louis, Mo., as early as in 1946, and in a letter dated August 12, 1946, Mr 
Knudsen, then located at 4133 Main Street, Riverside, Calif..—the same address 
used by the subject corporation—indicated that he voluntarily had made refund 
of the entire amounts paid by the United States on several identified vouchers 
which, like those involved in the present instance, improperly had been certilied 
by the carrier. 

By letter dated October 5, 1946, to the Army Finance Center at St. Louis, 
Mr. John Carlson, as manager of the Tri-City Van & Storage Co., 4133 Main 
Street, Riverside, also referred to “instructions” from, and the “understanding” 
had with, transportation officers at Camp Haan, resulting in the improper manner 
of billing, particularly with reference to payment voucher No. 10171, involved in 
the present matter. 

More specifically, it appears that for service certified as having been rendered 
in 1943, upon which payments aggregating $457.68 were made in November 
1943, the Tri-City Van & Storage Co. presented, in 1947, supplemental claims 
aggregating $162.05 additional as being due for said service; said supple 
mental claims or bills were certified on behalf of the Tri-City Van & Storaze 
Co. in the signed name of John Carlson, as manager, Riverside branch, an’ 
were transmitted to the General Accounting Office by letter dated Februar) 
11, 1947, signed by W. A. Sanburn, as office manager, for the Tri-City Van 
& Storage Co., urging payment of said supplemental claims; the claims so 
presented were disallowed in a settlement certificate dated August 4, 194s, 
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which found not only that the additional amount claimed was not allowable 
but that the amount previously paid, $497.68, was required to be refunded 
and request for such refund was made in said settlement; thereafter by letter 
of August 13, 1948, the Tri-City Van & Storage Co., over the written signature 
of Otto C. Knudsen, requested further consideration of the claims in question, 
and by letter dated March 1, 1949, B—-80516, addressed to the company, from 
this Office, the settlement was sustained and the request for refund was repeated. 

Keeping in mind the facts thus revealed, there is for consideration in this 
connection the fact that the corporation was chartered in November or De- 
cember 1948, that in June 1949 and in July 1950 it is indicated from information 
reflected in connection with this matter that Otto C. Knudsen was president, 
John Carlson was vice president, and W. A. Sanburn was secretary and treas 
urer of the corporation so formed; that upon the formation of the corporation, 
physical assets of the predecessor company totaling an indicated value of 
$50,000 were taken over by the corporation; and that the preferred stock of the 
corporation was held by Otto C. Knud-ven. 

It seems clear, therefore, that Mr. Carlson, formerly employed by Mr. Knudsen, 
and indicated by you to be one of the founders of the Tri-City Van & Storage 
Corp., and Mr. Sanburn, also formerly employed by Mr. Knudsen, and under- 
stood to be or have been engaged actively in the affairs of the present corpora- 
tion, were well aware of the events establishing the indebtedness of Mr. Knudsen 
in the present situation sometime before the corporation, succeeding the sole 
proprietorship of Mr. Knudsen, was organized. 

The record appears to reflect recovery of a substantial aggregate amount of 
money based on the illegality of the collection of such amount by the carrier 
operated by Mr. Knudsen, and it seems significant in the light of later develop- 
ments that notice of the carrier's indebtedness as to two groups of transactions 
was contained in General Accounting Office settlement certificates dated August 4, 
1948, in claims Nos. 019978 (3) and 019978 (4). You have reported to Mr. 
Knudsen’s offer to sell the assets of his business was accepted by the Tri-City 
Van & Storage Corp. on November 13, 1948, the corporation, according to your 
statement, having been chartered in California on November 6, 1948. 

In view of the foregoing it would not appear unreasonable to assume that 
two or more of the parties responsible for the creation and management of 
th corporation were, at its inception, thoroughly familiar, or should have been, 
with the circumstances involved in and leading to the indebtedness of Mr. 
Knudsen many months prior to, and at the time of, the assumn‘ion and control 
of Mr. Knudsen's business and company property by the corporat on. 

The assumption of the assets of the company by the corporation, with knowl- 
edge of the indebtedness of the company, may not be permitted to defeat the 
right of the United States to recover from the corporation. 

Upon these and other facts previously considered the action taken in this 
matter does not appear to be in error, and, accordingly, may not be reversed. 

Very truly yours, 
FRANK YATES, 
Acting Comptroller General of the United States. 


Los ANGELES, CaLir., January 12, 1951. 


Re Tri-City Van & Storage Corp., Riverside, Calif., claim Nos. B-92141 and 
B-80516. 


Mr. Linpsay WARREN, 
Comptroller General of the United States, 
Washington 25, D. C. 

Dear Str: Appeal from the unjust and erroneous decision of your Assistant 
Comptroller General Frank Yates, dated January 2, 1951, in the above matter is 
hereby made. The decision was probably rendered by your Assistant General 
Counsel W. J. Massie, with whom the undersigned had contact. Copy of decision 
is attached hereto. 

Not only is this decision based on erroneous facts, lack of facts, and tenuous 
reasoning, but it goes further and insinuates that to recognize claimant corpora- 
tion as a separate legal entity and to pay it in full for services rendered the Navy 
Department over a year ago would “defeat the public convenience, justify wrong, 
protect fraud, or defend crime.” 
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Here are the facts: Notice of indebtedness of Tri-City Van & Storage Co. (a 
sole proprietorship owned by Otto C. Knudsen, Redlands, Calif.) to the Federal! 
Government in the amount of $497.68 was contained in a GAO settlement certifi- 
cate dated August 4, 1948, in claim No. 019978 (3) and mailed to Mr. Knudsen, 
who acknowledged receipt thereof on August 13, 1948. 

In July or August 1948, Otto Knudsen offered to sell to Donald McGovern, the 
undersigned, and John Carlson and Donald Maclean the physical assets of his 
business. Cash was scarce, so Knudsen agreed to take a small amount of cash, 
plus preferred stock in a new corporation to be owned and controlled by McGovern, 
Carlson, and Maclean. The preferred stock was to be retired as rapidly as 
possible. 

On November 6, 1948 (not December 1 as stated in letter of January 2, 1951), 
Tri-City Van & Storage Corp. was chartered in California. On November 15, 
1948, Mr. Knudsen offered in writing to sell the physical assets to Tri-City Van 
& Storage Co. (It is not uncommon for a laymen to use the term “Co.” when 
he means “corporation”). Mr. Knudsen was neither an officer or director of 
the corporation (letter of January 2, 1951, says he was reportedly president and 
director). The outstanding common stock was owned by Donald MeGovern, 
John Carlson, and Donald Maclean, who were the corporate officers and directors. 

On November 13, 1948, Tri-City Van & Storage Corp. “accepted” Mr. Knudsen’s 
offer and this acceptance was signed by Donald C. McGovern, president. Mr. 
Knudsen was not then,-nor is he now, either a director or officer of the corpora- 
tion. A copy of this offer and acceptance was furnished Mr. Forte of the GAO. 

On December 1, 1948, Mr. Knudsen transferred title to the physical assets 
offered, in exchange for preferred shares of the corporation, plus the corpora- 
tion’s assumption of mortgage liabilities against the physical assets (tractors 
and vans). The corporation also acquired the right to use the name “Tri-City 
Van & Storage Corp.” The corporation assumed no liabilities or debts of Mr. 
Knudsen, or his Tri-City Van & Storage Co., other than the mortgage liabilities 
against the physical properties taken over. Mr. Knudsen then went out of 
business and collected (I assume) his accounts receivable, and paid (I assume) 
his accounts payable. 

Mr. Knudsen is not now an officer or director, or even a preferred stockholder 
of the corporation. Mr. Knudsen has nothing to do with the corporation. He is 
a large citrus grower in Redlands. 

On November 18, 1949, Tri-City Van & Storage Corp. performed transportation 
services for the Navy hospital at Corona, Calif., and billed the Navy for $410.99 
on one job, and $350.34 on another job. <A clerk in the Tri-City office erroneously 
billed the Government in the name “Tri-City Van & Storage Co.” Here again a 
layman failed to distinguish the difference in names. This can be corrected by 
amendment to the bill if you feel it necessary. The important fact is that the 
corporation performed the services, and its actual out-of-pocket expense on these 
jobs for drivers, helpers, crating material and labor, and gasoline and oil, were 
almost $761.33, the amount billed the Government, to say nothing of the use of 
a tractor and van. 

The General Accounting Office then decided that (and maybe initially it was 
justified, but certainly not after it got facts) it would set off its claim of $497.68 
(arising out of an Army contract) against Otto C. Knudsen, doing business as 
Tri-City Van & Storage Co., against the $761.33 due Tri-City Van & Storage Co. 
(as the bill was made out), not realizing that a new corporate entity had 
performed the services. 

However, when the GAO was furnished the fact that the service for the Navy 
was performed by the corporation (though inadvertently billed in the name of 
company), it had no legal or equitable right or excuse to withhold moneys due 
the corporation because the Government had a claim against an individual, who 
happened to be a preferred stockholder of the corporation. 

The money being withheld is due the corporation, and the corporation does 
not owe the Federal Government any money. 

This corporation is small and operating on very little capital. Seven hundred 
sixty-one dollars and thirty-three cents is a let of money to it. The Government 
had unjustly withheld this money for over a year. That seems an extremely 
long time to settle so small a matter. 

Furthermore, the corporation has been unnecessarily put to the expense of 
two long-distance calls to Washington, plus employment of a Washington at- 
torney to try to get action out of the GAO. Then it took nearly 3 months of 
persistent and insistent effort on my part to get the unjust and unfair decision 
of January 2. 
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There has been no subterfuge, wrong, fraud, or crime committed by the under- 
signed or John Carlson or Donald Maclean (who no longer owns his stock, it hav- 
ing been bought by the undersigned), in creating Tri-City Van & Storage Corp. 
for the purpose of buying certain transportation equipment of Otto C. Knudsen. 

As a matter of fact, knowledge that Otto Knudsen owes the Government did 
not come to my attention until the year 1950. I knew in November and December 
1948 that Otto Knudsen’s business had outstanding accounts receivable and ac- 
counts payable. I am of the opinion that his accounts receivable covered his 
accounts payable. The corporation was unwilling to assume any liabilities 
to the Government or anyone else, except the mortgage liabilities on the equip- 
ment it took over. 

If the Government wants to collect money which Otto Knudsen owes it, then 
the Government should contact Otto Knudsen—not take it out of the pockets 
of a corporation that happens to have a name similar to the one Knudsen used 
in doing business. Nor is it incumbent upon a corporation or anyone else to 
assume another's liabilities—as the Government is trying to force the corpora- 
tion to do. 

Even if the Government had a proper claim of $497.68 against the corporation 
(instead of against Knudsen), it appears to me extremely unfair to withhold 
the difference between this sum and $761.33 which the Government admittedly 
owes the corporation, or $263.65 for over a year. An ordinary debtor would be 
sued for interest on this money. 

The facts set forth in the decision of January 2 are as follows: Paragraph 2 
states Mr. Knudsen is indebted to the Government. 

Paragraph 3 states the corporation submitted its bill in the name of Tri-City 
Van & Storage Co. ; that Tri-City was chartered December 1, 1948 (wrong—it was 
chartered November 6, 1948), to continue Knudsen’s business (the corporation 
bought Knudsen’s business, and he had thereafter only a preferred-stock interest 
which had no vote) ; that the physical assets of Knudsen’s business were trans- 
ferred to the corporation (they were transferred for a full and adequate con- 
sideration to Knudsen); that Knudsen was reportedly president and director 
(wrong) ; that he had a considerable number of shares of the corporation (he had 
only preferred stock with no voice in management). 

Paragraph 4 states Knudsen offered to sell to Tri-City Van & Storage Co, 
(true, but Knudsen meant the corporation); that the offer was accepted by 
the corporation (true) prior to the time it was chartered (wrong) ; that Knud- 
sen owns most of the preferred stock of the corporation (true, he did, but does 
not own it now). 

Paragraph 5 concludes from the above facts (both true and false) as stated, 
that “this office is unable to conclude that payment of the aggregate amount 
claimed on bills Nos. 363-50 and 364-50 to the corporation would be justified.” 

Then, without setting forth any facts even remotely indicating fraud, the 
letter of January 2 states that “recognition of the corporation as a distinct legal 
enity will defeat the public convenience, jusify wrong, protect fraud, or defend 
crime” and hence “the law will regard the corporation as an association of 
persons.” 

The conclusions in the letter of January 2 are not supported by any facts set 
forth in the letter (except possibly the erroneous statement that the Knudsen 
offer to sell was accepted by the corporation before it came into existence) nor 
by the facts as they actually are. 

Will you please give me your prompt decision on this matter? 

Very truly yours, 
Donatp C. McGovern. 


ASSISTANT COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, January 2, 1951. 
Tri-Stare Van & Srorace Corp., 
Care of Mr. Donald C. McGovern, Los Angeles, Calif. 


GENTLEMEN : Reference is made to your letter dated December 9, 1950, en- 
closing copy of a letter to the Transportation Division of the General Account- 
ing Office, relating to a photostatic copy of an “offer” by Mr. Otto C. Knudsen, 
sole proprietor of the Tri-City Van & Storage Co., to sell certain assets to the 
Tri-City Van & Storage Corp. 

You state that the said offer was accepted by the corporation on November 13, 
1948, but that no formal bill of sale was executed. It is your position that the 
photostatic copy of the offer “‘should clearly satisfy the Government that the 
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corporation is not obligated to pay any debts” of the Tri-City Van & Storage Co., 
and you indicate that Mr. Knudsen “will pay the Government any money justly 
due the Government.” 

As mentioned in a letter of December 1, 1950, B-92141, B 80516, to you, notice 
of the indebtedness of $497.68 was contained in a General Accounting Office set- 
tlement certificate dated August 4, 1948, in Claim No. 019978 (3). Requests for 
refund of the stated amount also were contained in a decision dated March 1, 
1949, B-80516; in certificate of settlement No. US-44131, dated August 31, 1949; 
and in a letter dated October 11, 1949, from the Claims Division of the General 
Accounting Office. 

Mr. Knudsen acknowledged receipt of the above settlement certificate dated 
August 4, 1948, in a letter dated August 13, 1948, but he did not express will- 
ingness to adjust the indebtedness, and it does not appear that he answered the 
later communications above mentioned or that he made the requested refund. In 
view of the foregoing, it is not apparent that Mr. Knudsen voluntarily will sat- 
isfy this obligation to the United States. 

You seek payment on behalf of the corporation of two bills identified as Navy 
Department vouchers Nos. 363-50 and 364-50, in the aggregate amount of $761.33. 
It was previously indicated to you that these bills were presented to the Navy 
Department in the name of Tri-City Van & Storage Co., 4133 Main Street, Riv- 
erside, Calif., and signed by John Carlson as vice president and general manager 
of the Tri-City Van & Storage Co., covering charges for the transportation of 
two shipments of household effects under Government bills of lading in the lat- 
ter part of 1949. 

It appears that the Tri-City Van & Storage Corp. was chartered under the 
laws of the State of California on December 1, 1948, to continue, according to a 
letter dated February 2, 1950, from the corporation to the General Accounting 
Office, “the business of its predecessor Otto C. Knudsen dba Tri-City Van & 
Storage Co.” ; that the physical assets of the company were transferred to the 
corporation; and that Mr. Knudsen, reportedly president and one of the direc- 
tors of the corporation, obtained a considerable number of the shares of stock in 
the corporation. 

It is noted that the submitted photostatic copy of the offer by Mr. Knudsen, 
shown to have been signed by him as an individual without indication of the 
capacity in which he was acting, is addressed to the “Tri-City Van & Storage Co.” 
and “Aecepted” by the “Tri-City Van & Storage Corp.” on November 13, 1948, 
prior to the time—December 1, 1948—the corporation was chartered. It ap- 
pears that most of the authorized preferred stock is owned by Mr. Knudsen, 
presumably in consideration of the promises embodied in his proposal. 

Accordingly, from the record of this transaction, made available for considera- 
tion in connection with this claim, this office is unable to conclude that payment 
of the aggregate amount claimed on bills Nos. 363-50 and 364—50 to the corpora- 
tion would be justified. 

On the contrary, due protection of the interest of the United States appears to 
require that the General Accounting Office withhold from payment to the Tri- 
City Van & Storage Co. or the Tri-City Van & Storage Corp., as successor in 
interest, an amount sufficient to liquidate the indebtedness of the Tri-City Van & 
Storage Co. 

In this situation a settlement of the two bills here involved will reflect a de- 
duction from the amount found allowable thereon, for application against the 
indebtedness. 

In this connection, it is noted that when recognition of the corporation as a 
distinct legal entity will defeat the public convenience, justify wrong, protect 
fraud, or defend crime, the law will regard the corporation as an association of 
persons. See 16 Comp. Gen. 12, and the cases cited therein. 


Very truly yours, 
FRANK YATES, 
Assistant Comptrolicr General of the United States. 





Los ANGELES, Cauir., December 9, 1950. 
Re Tri-City Van & Storage Corp.,—B-—92141, B-80516 
ASSISTANT COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, D. C. 
Dear Mr. Yares: This is in reply to your letter of December 1. I am enclosing 
a copy of a letter which I have written to Mr. Francis Forti of the General 
Accounting Office, after a long distance telephone conversation with Mr. Forti. 
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I know of no reason why the Government is withholding payment of money justly 
due to the corporation other than the Government's confusion as to the identity 
of the corporation with an entirely different entity which is a debtor to the 
Government. This entity being Tri-City Van & Storage Co., a sole proprietorship, 
owned by Mr. Otto C. Knudsen. 

The corporation purchased the physical assets of the proprietorship and the 
only liabilities that the corporation assumed of the proprietorship were mort- 
gage obligations against the moving equipment. The corporation assumed no 
other liabilities of the sole proprietorship. 

Furthermore, if the Government will make direct contact with Mr. Knudsen, 
216 Grandview Avenue, Redlands, Calif., the owner of the sole proprietorship, 
1 am sure that he will pay the Government any money justly due the Government. 
Mr. Knudsen is a large citrus grower and an honorable gentleman who pays his 
debts. If you desire any further facts to clear this matter up in your mind or 
the mind of the Department of Justice, | urge you to call me collect at Michigan 
8471, Los Angeles, Calif., and I will promptly furnish the information. 

In my opinion, it is inexcusable for the Government to withhold payment to the 
corporation for over a year of this substantial sum of money. You gentlemen in 
Washington seem to have no idea of the difficulties a small newly formed corpo- 
ration has in meeting the payrolls and other just obligations when you delay 
paying of just bills due this corporation for over a year. 

Please give me some action on this matter. The corporation needs its money 
desperately. 

Yours truly, 
Donatp C. McGovern. 


Los ANGELES, Ca.ir., December 9, 1950. 
GENERAL ACCOUNTING OFFICE, 
Washington, D. C. 
(Attention: Mr. Francis Forti.) 

GENTLEMEN : In accordance with my long-distance telephone conversation with 
Mr. Forti on November 28, there is enclosed photostatic copy of the offer of 
Mr. Otto Knudsen, sole proprietor of Tri-City Van & Storage Co., to sell certain 
physical assets of the proprietorship to Tri-City Van & Storage Corp., a Cali- 
fornia corporation, under date of November 1948. 

This offer was accepted by the corporation on November 13, 1948. On De- 
cember 1, 1948, the preferred stock mentioned in the offer was issued in exchange 
for the physical assets listed in schedule B. There was no formal bill of sale 
executed. 

The corporation assumed no obligations other than the mortgage obligations 
against the moving vans, as mentioned in schedule A attached to the offer. The 
corporation received no accounts receivable of the proprietorship nor did it 
assume any accounts payable obligations or other obligations of the proprietor- 
ship. 

Title to the vans was transferred in accordance with State law by the depart- 
ment of motor vehicles and a deed to the real estate mentioned was executed 
by Mr. Knudsen. The office equipment, warehouse equipment, and equipment in 
the vans required no formal documents to transfer title thereto and none was 
executed. 

The above photostat, in my opinion, should clearly satisfy the Government 
that the corporation is not obligated to pay any debts of the proprietorship and 
that it is unfair and unjust of the Federal Government to withhold money right- 
fully due the corporation because of its unwarranted assumption that it took 
over the liabilities of the proprietorship. I hope this will give you all of the 
proof you need of this fact. If not, 1 shall be happy to furnish any other proof 
that you desire. I am afraid you people in the Government have no idea of 
how difficult it is to meet a payroll and pay your just debts when the Govern- 
ment, or any other debtor, without good reason, withholds payment of its just 
debts. 

Under date of December 1, I received a letter from the Assistant Comptroller 
General of the United States signed by Frank Yates, I believe (the signature is 
illegible), in regard to this matter. The letter is referenced Tri-City Van & 
Storage Corp., No. B-92141 and B-80516, 

This letter states that “the facts concerning the organization of the Tri-City 
Van & Storage Corp. and its relationship to the Tri-City Van & Storage Co.” 
were furnished to the Attorney General, “for consideration in connection with 
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collection of the previously reported indebtedness. This Office has not, as yet, 
been informed by that official as to the determination of the Department of 
Justice with respect to the collection of the indebtedness and accordingly dis- 
position of the mentioned two bills will be held in abeyance until the desired 
information is received.” 

I would appreciate it very much if you would straighten this matter out with 
the Assistant Comptroller General and if there are any facts that he desires 
I shall be glad to furnish them to him. However, I must insistently urge that 
whatever facts the Government needs that they request the undersigned to fur- 
nish them immediately and not delay this thing further. 

I am today writing Mr. Yates and enclosing a copy of this letter to you 
requesting that Mr. Yates contact you. For God's sake, let’s get this matter 
straightened out. 

Yours truly, 


Donatp C. MCGovern. 

Mr. McKtnnon. Do you have any questions, Mr. Mansfield? 

Mr. Mansrrievp. No questions. 

Mr. McGovern. I would like to ask a question. 

An appeal was made by me from the Assistant Comptroller Gen- 
eral’s decision rendered on January 2, 1951, to Mr. Lindsay Warren, 
the Comptroller General, in accordance with the appeal procedure in 
that Office. 

On March 9 I got a ruling on my appeal by the same Mr. Frank 
Yates that had rendered the first decision. To me that seemed to be 
in violation of the most elementary sii of justice, so I appealed 
again personally to Mr. Lindsay Warren, the Comptroller General, 
and to date L have not heard from him. 

Mr. McKinnon. Mr. Multer? 

Mr. Mvuurer. Did Otto Knudsen owe any money to anyone else, 
other than the Government, when he sold out to this corporation ¢ 

Mr. McGovern. Yes; Otto Knudsen had accounts receivable and 
accounts payable the corporation didn’t take over. 

Mr. Muvrer. Were there any accident cases or negligence cases 
pending ‘against him at the time, because of the operation of the 
business ¢ 

Mr. McGovern. Not that I know of. 

Mr. Murer. Have you any doubt that the invoices would have 
been paid promptly if there hadn’t been this debt claimed due from 
Otto Knudsen to the Government ? 

Mr. McGovern. Well, I have doubts as to the fact they would be 
paid promptly. I have no doubt they would have been paid ulti 
mately. 

Mr. Muvrer. Frankly, I for one have no sympathy for your cause. 
If | were the appellate court, I would sustain the ruling made below. 
I think Otto Knudsen should have paid what he owed the Govern 
ment before he transferred his business to the corporation, or the cor- 
poration should have seen to it his debts were paid before taking over 

his assets. 

Mr. McGovern. Mr. Multer, I don’t know that Mr. Knudsen owes 
the Government this money. I think there is probably some dispute 
between Mr. Knudsen and the Government. 

Mr. Murer. If I had been the attorney that took over this matter, 
I would have had them escrow the amount the Government claimed 
before paying him anything. . 

Do you have a bulk sales law in the State of California? 

Mr. McGovern. Yes. That was complied with. 
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Mr. Mutrer. Did the Government get a notice of the proposed sale? 

Mr. McGovern. I don’t know whether the Government got a copy 
of that, but it was published as required. 

Mr. Mutrer. I am not in a position to say the Government was 
precluded, in accordance with the bulk sales law of California. In 
the State of New York the claim wouldn’t have been barred by com- 
pliance with the bulk sales law, it being a Government claim. That 
takes priority over any or all other Government claims, as you prob- 
ably know, as even in bankruptcy. 

Mr. McGovern. Yes, but it is news to me that a buyer must see 
that the seller has all his debts paid. 

Mr. Mourer. That is the rule in New York. 

Mr. McGovern. In other words, in dealing with a person, even 
though you pay full value to him for a business, you must see that 
he has paid his debts ¢ 

Mr. Meurer. That is right. 

Mr. McGovern. That is news to me. 

Mr. McKinnon. Mr. Hill? 

Mr. Hitt. I am glad to learn the Government is getting a little sense 
on collections. I understood the Government let bills go and forgot 
about them. 

You are the first fellow I have heard for a long time to say the 
Government collected its bills. 

Mr. McGovern. Why should the Government collect bills owed by 
an individual instead of a corporation ¢ 

Mr. Hits. I wouldn’t know. I am glad to know 

Mr. McKinnon. We have taken the letters into the record. We 
will consider the case, Mr. McGovern. 

Mr. McGovern. Thank you. 





STATEMENT OF C. EDWARD MILLER, PARTNER, MILLER BROS. CO., 
LOS ANGELES, CALIF. 


Mr. Miter. According to reports in the press the new manufac- 
turer’s ceiling price order would base prices on pre-Korean costs of 
direct labor and material plus the cost increases in those items only. 
In order to define my understanding of the order I attach hereto a 
quotation from the Wall Street Journal of March 15, 1951. 

The purpose of this statement is to call your attention to the severe 
hardship which this order, as I read it, will bring to small businesses 
such as ours. Its hardship on large businesses will be of much less 
magnitude. 

The above statements are predicated upon the assumption that the 
order does two things: (1) Allows the manufacturer no increase in 
ceiling for his increases in administrative cost; and, (2) in effect re- 
duces his ceiling by whatever amount he has saved in increased pro- 
ductivity per employee or in more efficient use of the materials which 
he huys. 

To illustrate the interpretation of the second point, take the fol- 
lowing example: Pre-Korea price of a manufacturer’s direct labor and 
material per unit he radail was $1. He has since had price increases 
all along the line which would have brought this, at present, to $1.50 
per unit produced. However, through increases in productivity and 
more efficient use of materials he is now a much more efficient manu- 
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facturer than he was pre-Korea and can produce his product at an 
actual cost of $1.20 for direct labor and material. As I read it he 
can add only 20 cents to his pre-Korea price. His competitors can 
add 50 cents. Thus his 30-cent saving is wiped out and, if he needed 
that 30 cents to stay in business against his competition, he is wiped 
out, too. If he was operating at a loss, pre-Korea, he has to operate at 
a loss post-Korea even if he is now capable, by his own efforts, of 
operating at a profit against his severest competition. 

A large, weieaal ished business is a relatively inflexible thing 
and does not have a drastic increase in administrative cost in the 
period of half a year nor can it hope for a big increase in the pro- 
ductivity of its employees or in its efficient use of materials in half 
a year. On the contrary, a small, relatively new business is extremely 
flexible, is sometimes a great deal less efficient than it could be, and is 
therefore perfectly capable and actually does make drastic increases 
in these two items in the space of 6 months. 

Getting down to cases, I would like to talk a little bit about our 
business. We started manufacturing toilet seats the latter part of 
1947. Today we employ 40 people, sell about $500,000 worth of toilet 
seats a year, and have been expecting to make, with reasonable luck, a 
profit of 5 percent to 7 percent on our gross sales before income taxes. 

During the first half of 1950, pre-Korea, 14 percent of our people 
were in the office and 86 percent in the shop. We decided that we 
needed more overhead personnel in order to keep better track of costs 
and do a better job of planning the work so as to decrease our direct 
labor and direct material costs. 

Accordingly, we took on additional administrative personnel on 
July 1, 1950, which brought our percentages to 21 percent of the help 
in the office and 79 percent in the factory. Naturally we hoped and ex- 
pected that this increase in administrative costs would be more than 
offset by increased productivity in the factory and a more efficient 
use of materials. Fortunately, we succeeded. 

Of course, all during the last half of 1950 our cost per hour for labor 
and our cost - unit for material rose rapidly and we did not make 
savings rapidly enough to completely offset this rise, but we did go a 
long way. In dollars we cut our annual direct labor and material cost 
by approximately $30,000 over what it would have been had we not 
made the improvements. 

The extra administrative cost, mostly due to the increased person- 
nel but partly due to increased wages for all administrative personnel, 
went up $20,000. To any manufacturer in America that is good busi- 
ness for it saves him $1,000 per year, but let us see how we fare under 
the proposed OPS ceiling on manufacturers: 


As of now: 
Annual gross sales 


Profit before taxes, 7 percent (optimistic) 
The new ceiling will lower our price and take away from us: 
Increase in administrative costs_..........-..-...-_____ $20, 000 


Savings made by increased productivity and more efficient 
WES 60 CGI Sb eth aw ntdwnnludsetudin ites . 80, 600 


Total to take away 


Probable annual loss under OPS proposed ceiling 
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From the above table you will recognize that the proposed order 
will put this little company out of business in relatively short order 
and I feel sure that it will do the same for thousands of other small 
businesses. For possibly hundreds of thousands of others it will work 
an undue hardship. 

To me it seems that the whole answer lies in the fact that the order, 
as proposed, seems fairly reasonable and a workable, when con- 
sidered only for a large, well-established manufacturer whose admin- 
istrative costs and productivity do not vary greatly in a short period 
of time but just does not fit the small business that can make the 
drastic changes recited above. 

I should like to have you consider the following further facts about 
our business and the industry we are in: 

1. There are approximately 51 toilet-seat manufacturers in the 
United States. That means we have 50 competitors. Competition is 
very keen. 

2. Our particular product must be good because we have been unable 
to meet the demand for the past 2 years, and we have an unusually 
high backlog of orders for a toilet-seat manufacturer. 

3. Our ceiling price, right now, on our popular, competitively priced 
model is 10 percent below the lowest ceiling price of 49 of our com- 
petitors. The single other competitor’s lowest he is the same as ours. 
Thus we have the lowest ceiling price in the United States, yet it is 
going still lower because we saved money. 

With income taxes and all to be figured out at this time of the year 
our accountant just hasn’t had the time to figure out exactly what 
our new ceiling price would be, but I definitely know this—it will put 
us so far below our competitors as to be absolutely ridiculous from a 
business standpoint and in a few months will put us out of business 
completely. 

May I reiterate in closing that the issues raised are fundamental and 
not applicable to an isolated hardship case. Is it not possible to write 
the rules in such a way that a manufacturer who makes an over-all 
saving in his operation by increasing his administrative costs and 
decreasing his direct costs can have a fair ceiling price, somewhere 
near that of his competitors? 

Following is a quotation from the Wall Street Journal, Pacific coast 
edition, March 15, 1951: 

Manufacturers would add to their highest prices in the second quarter of 1950 
all material cost increases in the last half of 1950 and all direct labor cost 
increases between June 30, 1950, and March 1, 1951. 

If the price resulting from this addition is lower than the manufacturer’s 
present ceiling price, the price resulting from the cost adjustment of pre-Korean 
prices would become the new ceiling price. 

If the prices resulting from the cost adjustment are higher than present 
ceiling prices, manufacturers would then turn to another formula. 

Under this other formula manufacturers would add 10 percent to their highest 


prices in the second quarter of 1950 and 5 percent of their current selling prices. 
Whichever of these two figures is higher would become the new ceiling prices. 


(The following was submitted for the record by Mr. Miller :) 


AppENDUM To STATEMENT REGARDING OFFICE OF PRICE STABILIZATION PROPOSED 
MANUFACTURER'S CEILING PRICE ORDER 


The substance of the foregoing statement was sent to the Office of Price 
Stabilization and to each one of the 27 manufacturers who were called in by 
the OPS as an advisory committee. This went out about 2 weeks ago, and since 
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that time I have received replies from nearly everyone of the 27 manufacturers 
and have closely followed the reports in the press. The purpose of this addendum 
is to bring the subject up to date. 

The latest press report I have is dated April 2, and it states that the order 
may be issued this week, that it has been modifiel to include indirect factory 
material and labor costs as well as direct material and labor cost but will not 
include any costs usually charged to overhead, such as administration expense. 
Therefore, so far as I am concerned, the order is still as unsatisfactory as when 
I first heard of it. 

The replies from the 27 manufacturers were pretty much alike. They agreed 
that the issue I presented was a fundamental one and stated that they had 
advised the OPS at the meeting on Wednesday, March 14, that it was generally 
unfair to ask a manufacturer to absorb any of his real cost increases, direct, 
indirect, or administrative. 

They also stated that insofar as they were aware they attended a one-shot 
conference, and did not expect to be called back. They were asked on the 
Wednesday afternoon of the conference, which was the first day they had seen 
the order, to have their written analysis in the hands of the OPS on the Monday 
morning following. Since they had all turned in their analyses to the OPS before 
they received my letter, they could not include my ideas. So far as | was able 
to tell, they were all from long-established companies and this phase was not 
acute to them. Most of them said they would forward my letter to the OPS, so 
I have reason to believe that the OPS has on hand an ample supply of my 
statement, although I have had no reply from their office. 

My general conclusion at this point is that, so far as I can see, the big idea 
which I have been trying to get across has not yet landed in the right place at 
the right time. I say this with the full knowledge that the Office of Price 
Stabilization faces one of the most formidable and thankless tasks that any 
agency of any government is every required to face. It cannot possibly write 
an order which does not work some hardship and some inequity, but I think 
that the proposed order is fundamentally wrong in the respect which I point out 
and that it is possible to avoid fundamental errors in any order. 

May I conclude this addendum by getting out my crystal ball and making a 
few predictions as to what will happen to small manufacturers if the proposed 
order goes through in its present form: 

1. Eighty percent of the small businesses that started operation during 1949 
and the first half of 1950, and would normally have been successful, wil either 
be put out of business or suffer hardship of great severity. This is based on the 
historical fact that about SO percent of all new manufacturing businesses lose 
money for the first 2 years of their operation and that the order as written. 
without any question, in effect states that if a manufacturer operated at a loss 
pre-Korea he has to operate at a loss post-Korea. 

2. Evasion of the order by small manufacturers will be widespread because 
the hardships will be so widespread. I base this upon the assumption that 
the average small manufacturer, if faced with a ceiling price below that of his 
competitors and below his cost of production, will probably decide to sell at 
his competitor’s price anyway and thereby avoid failure of his business. He 
will know that he has not violated the spirit of a price-ceiling law and I think 
public opinion would be overwhelmingly in his favor. But law breaking is no 
good. 

Neither of these predicted results is healthy, neither is American, neither is 
what any one of us wants. I can think of no organization better fitted to 
appreciate the problem nor to try and get some action on it than the Honsre 
Committee on Small Business. This is because of its special interest in small 
business and because the order will hit largely at the small, new, extremely 
flexible manufacturer whereas it will have very little effect, if any, on the large, 
stable, well-established manufacturer. 

I make this statement, incidentally, without any intent to set up big business 
and little business as basic opponents in the economy; in fact I am strongly of 
the opinion that anyone who fosters such a concept is, wittingly or unwittingly, 
going counter to the national interest and welfare. 

No doubt many provisions of this new order will work greater hardship on 
big business than on little business, but I have not made a study of them and 
cannot speak about them. I am merely pointing out that an objective view indi- 
cates that one fundamental error in the order will drastically affect a lot of 
small business and just happens to have very little effect on big ones. 
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The only possible solution is an industry-wide ceiling price, the same for 
everybody, so that everybody has the same goal to shoot at. I realize that, while 
this is a good, fair solution for the error I am talking about, it may possibly pose 
problems from other standpoints, 
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Note.—(a@) Industry average is penalized 5 cents by not being allowed increase in administrative costs 
total penalty 5 cents. 

(6) New manufacturer A has same penalty as above plus another 30 cents penalty for saving on factory 
costs—total penalty 35 cents. 

(c) New manufacturer B has same penalties as new manufacturer A plus still another 10 cents penalty 
because he chose to make an additional saving in the factory at the expense of a corresponding increase in 
administrative cost—total penalty 45 cents. 


Mr. Miter. I have submitted to the committee this written state- 
ment. Since that time I have prepared a little chart which, I think, 
is necessary to get over the basic idea which I have, which is that the 
proposed ceiling price on manufacturers, which is now in con- 
sideration and may be out this week, has a fundamental error in it 
which particularly affects small business. 

Historically, almost any manufacturing business which is in an 
industry where, say, the price level set by competition is represented 
by this line and the average manufacturer’s cost of production is rep- 
resented as something less than that, there is a profit of that much 
{indicating}. 

Mr. Mvvrer. The record will not show what you mean by “this 
line” and “that line.” Suppose you indicate the first line with A and 
the second line with B. 

Mr. Miter. The first line is the price and the second line is the 
cost. Is that all right? 

Mr. Murer. Very good. 

Mr. Hitt. And you couldn't tell us how much that difference is be- 
tween the two! I have tried to find out all my life. 

Mr. Miter. That is what I am talking about. 

This is historical. Anybody that has studied small business or busi- 
ness history in general, bankers, Dun & Bradstreet or the Department 
of Commerce, can tell you almost every small manufacturer loses 
money for the first 2 years. He doesn’t get the bugs out and hasn’t 
the sales, and for any one of a number of reasons. 

Those that don’t go broke, don’t lose money too long, start to make 
a profit after 2 years, and eventually 3 or 4 years later they maybe 
will get. down to the cost of the industry. My point is simply this: 
The present law which I am about to show you, the proposed law, as 
reported in the press, says that if Korea happened to occur during 
this man’s first 2 years, when he was operating at a loss, regardless 
whether if now he is a more efficient manager, that he has got to op- 
erate at a loss under the new ceiling price. 
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In other words, to take it along here [indicating], and down on 
this chart, at the Korea situation the price line went up. This was in 
a normal case [indicating]. This is a war case [indicating]. 

This man was operating as our typical small manufacturer, and 
ust starting up at the time of Korea, and he was still operating at a 

oss. Then things jumped up, costs jumped up and prices jumped up, 
and now we have them fairly stabilized. 

This man, in the meantime, finds that his costs have gone up a little 
bit, but he is down to his industry average, say, at least below the price 
he can sell it, for the ceiling price, even though he has reached the 
highly desirable status of a small manufacturer that he has to operate 
at this much loss or a litle more [indicating]. 

Mr. McKinnon. Do you want to stop with that one point, and we 
will call on the Office of Price Stabilization and see what they have to 
say about it. 

Mr. Mixer. Yes. 

Mr. McKinnon. Mr. McCormick. 

Mr. McCormick. I think I can be helpful, sir. 

Mr. Miller, have you filed your chart or your explanation of this 
difficulty with the Office within the last 2 or 3 weeks? 

Mr. Miuer. Yes. 

Mr. McCormick. Do you know it has not been taken into considera- 
tion? 

Mr. Miuier. Well, only that the President yesterday reported it had 
not. The order as now proposed, which may come out this week, had 
not taken care of it, so far as—— 

Mr. McCormick. Mr. Chairman, I have followed the matter very 
closely. I have been working on this matter for quite a while during 
the last 2 weeks. We will be interested in listening to Mr. Miller and 
certainly we will reflect it back this morning. 

The manufacturers’ regulations, as I was advised yesterday, have 
been designed now to answer about every objection, every known ob- 
jection, or conceivably they have. But it is still in the formative 
stages. 

This is a justifiable complaint and perhaps we can do something 
about it today. 

Mr. Mutrer. There is machinery set up so no one will be required 
to operate at a loss? 

Mr. McCormick. That is right. 

Mr. Mutter. I am talking about, gentlemen, the order as proposed. 

Can all of you see this chart? I just doped this up last night. 

Here is my point, and something that can happen to a small manu- 
facturer very easily: Let’s take this chart. Here is our industry aver- 
age case. Pre-Korea, here was a man with factory costs for $1 per 
unit. That is, factory cost for his direct labor and material and indi- 
rect labor and material in a plant like ours. 

We have 40 people. Seven are out in the office and the rest are out 
in the plant. I am speaking of it in that way. We are in the toilet- 
seat business. 

Factory costs are $1 and administrative costs 15 cents per unit that 
he fills. ‘This is rather a low price for a toilet seat, but it is represent- 
ative. That isa total of $1.15. 

The competition set a price of $1.30 pre-Korean. So this manufac- 
turer is making 15 cents profit. He had $1.15 against $1.30. Now, his 
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cost has gone up 50 cents a unit, his factory costs, direct labor and 
material. This is typical. This isn’t aggravated in our industry in 
any way. , 

Administrative costs have gone up 20 cents, because costs have gone 
up. He hasn’t increased his force, but now his costs are $1.70. The 
OPS now proposes this man can add his increase in his direct labor 
and material, as modified in the last few days, to include all his fac- 
tory costs, practically. Brent} cer 

e new ceiling price is $1.80. He gets nothing here [indicating]. 
He is now allowed any administrative cost increase. 

Mr. Mvuvrer. Administrative cost increase means officers’ salaries 
or costs? 

Mr. Mitier. Yes; anything like that. 

Mr. McKinnon. Bookkeepers ¢ 

Mr. Miter. Yes; draftsmen, stenographers. 

Mr. Hu. The sales force? 

Mr. Miter. The sales force is not allowed. Nobody except those 
that work out in the factory. Essentially that statement is true. I 
won't split hairs with you. 

He has $1.80. He has had a 5-cent increase on administrative costs. 
But now the profit which is lost is 10 cents. 

The second provision of the order—I won’t confuse the issue. We 
will take specific cases. Let’s take new manufacturers. 

The man I am talking about has had factory costs of $1.30 pre-Korea 
and the same administrative costs of 15 cents, which makes $1.45. The 
competitive ceiling price is $1.30. He lost 15 cents. He was getting 
down under the competitive market price, and now, 9 months later, 
he has done it as you can see from this chart. 


His ceiling price can only go up 20 cents, a difference between $1.30 


and $1.50. He adds his 20 cents here and $1.50 [indicating], and now 
he is losing 20 cents on every unit he sells, instead of the 15 cents he 
lost before. 

Mr. Mutrer. That is not a case taken from your own operations, is 
it? 

Mr. Mier. Yes; our case is exactly that. We are manufac- 
turers B. 

Mr. Muurer. You are new manufacturer B. You are now talking 
about new manufacturer A, are you not? 

Mr. Mutter. I am showing—— 

Mr. Mourer. Just a minute. You are giving the setup for man- 
ufacturer A. 

Mr. Miuxer. Yes. 

Mr. Muurer. But you came under new manufacturer B. 

Mr. Mixer. Yes. 

Mr. Muurer. I think we can take Mr. McCormick’s statement that 
that won’t happen under the machinery setup to take care of that. 

Go on to manufacturer B, who is yourself. Tell us your problem. 

Mr. Mitier. My problem is practically the same as new manufac- 
turer A, instead of being manufacturer A, I was just like him pre- 
Korea. The new manufacturer had $1.30 and 15 cents administra- 
tive costs, making $1.40. That was pre-Korea. 

The competitive ceiling price was $1.30, and that made a loss of 15 
cents. 
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On July 1 I doubled my administrative costs, practically, because I 
figured I wasn’t keeping track of the costs of my planning and engi- 
neering, which were poor, and there were a lot of assembly changes 
and process changes that could be made in the plant. In our case we 
put on $20,000 a year in additional help in eens. and planning. 
Or, I might say more than that. By now, but it t me 9 months, 
I have changed my plant around and put some improvements in. 

Administrative costs go up 30 cents, from 15 to 30 cents. Now 
my ceiling price can only go up 10 cents. No increase in administra- 
tion costs is allowed. I can only go up 10 cents. So that now my 
loss of 15 cents pre-Korea, even though I am as efficient as any of the 
rest of the boys, is now $1.40, and I am losing 30 cents, or 10 cents more 
than manufacturer A. 

Now, the orders as written say that, gentlemen, as surely as it says 
anything. If I can believe what I read in the press, the Wall Street 
Journal, the Los Angeles Times, and from the reports from Wash- 
ington, if I understand it, it reads that way. 

Now, my point is that 

Mr. Mansrietp. Does that in a nutshell present your problem to 
this committee ¢ 

Mr. Mitier. Yes. 

Mr. Mansrtevp. You have filed your statement with the commit- 
tee. Why not let us get down to this particular matter with the 
Office of Price Stabilization right now. 

Mr. Muurer. He will bring back an answer before we get through. 

Mr. McKinnon. Mr. McCormick, you have his problem / 

Mr. McCormick. I would, with your permission, like to talk to Mr. 


Miller and get it very clear. I think we can do two things, reflect 


the facts he submitted to us back to Washington, because today they 
are still in the process of working out this regulation, and also clarify 
the thing today for him. 

Mr. McKinnon. Fine. Suppose you two gentlemen go out in the 
hall and get your problems ironed out. 

Mr. Mivver. I thank you very much. 


STATEMENT OF J. F. MACKEY, PASCOE STEEL & CONSTRUCTION CO., 
POMONA, CALIF. 


Mr. Mackey. On November 2, 1950, application was made to Wright 
Field for Air Force invitation No. 934, which was for the purchase of 
254 stand assemblies. The request was made through the local field 
office which advised that the request would be handled in the most 
expeditious manner possible. 

Some 12 days later, on November 14, the invitations were received 
but without any drawings on which an estimate could be made. Since 
this bid was to be opened 6 days later, on November 20, there was 
insufficient time to communicate with Wright Field on the matter— 
to say nothing of time to allow for estimating. 

A ‘subsidiary of Lockheed Aircraft, The Airquipment Co., was 
awarded the contract on this bid. 

Also on November 2, 1950, application was made to Wright Field 
for Air Force invitation No. 978, for purchase of 183 dolly cradle 
assemblies. Again, no response until too late to do anything about it. 
When the invitations were received, no drawing was received. This 
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invitation was canceled and negotiated in spite of the fact that 32 
bidders had responded giving delivery dates as required and quoting 
what were seemingly very reasonable prices for the items to te pur- 
chased. 

Invitation No. 2150 F. S. called for 900 tow bars to be purchased by 
the Ordnance Tank and Automotive Center, Detroit. The invitations 
again were forthcoming but no drawings. Through the courtesy of 
the local field office a set of drawings was secured and a bid submitted. 
The tenth highest bidder was awarded the contract. The low bidder 
specified delivery in the allotted time. His price was $38.12 per unit 
below the figure at which the contract was awarded. This would have 
meant a savings of $34,308 if bought at the lowest bid price. 

At the time the Korean action indicated it would be both prudent 
and patriotic to start planning to take part in defense madbilisation, 
we contacted the Yards and Docks supply office of the Navy. This 
agency buys prefabricated buildings on a global scale for the various 
services. We believe we are able to render our best services to the Gov- 
ernment through steel buildings because this is a standard product. 

That we really know how to produce and supply a quality product 
is evidenced by the fact that our designs are specified as a standard of 
quality by the State of California in their procurement program. In 
addition to this, Pascoe steel buildings are purchased by an ever- 
growing list of nationally known organizations because our engineer- 
ing and production ability effect greater savings in production time, 
material, and erection man-hours. 

We were advised that in order to sell steel buildings to the Navy our 
plans would have to be reviewed and approved by the Bureau of Yards 
and Docks in Washington, D. C. 

After an engineering expense of $1,500, not to mention the addi- 
tional expense of seeking later clarifications, we sent plans to Wash- 
ington, December 29, 1950, Receipt of the plans was not acknowledged 
until January 22, 1951, with a statement that they would be reviewed 
and an answer forthcoming by the end of January. 

March 7, 1951, we wired requesting an answer. Twelve days later 
we received areply. I plnarny 11804 the reply: 

Economy in the use of steel is of considerable importance in buildings of this 
type. 

In our design which was submitted it was stressed that items which 
are extremely critical production-wise, such as plate and sheet steel, 
are almost entirely eliminated from the frame of the Pascoe designed 
buildings. Our design is such that any shop with ordinary tools could 
fabricate it. 

The cost to the Government would be in line, or below, present ap- 
proved designs. We feel that the design offered incorporates a realis- 
tic approach to the overtaxed steel production program. We feel that 
our design would provide a standard which would create a truly com- 
petitive field in the procurement of prefabricated steel buildings. 

We secured the proper forms, executed them and returned them 
to Wright Field in order to be placed on the bidders list for such 
items as prefabricated buildings, hangars, et cetera. 

This was in September of 1950. To date we have never received 
an unsolicited invitation from the Air Force. 

It is our feeling that in the matter of Government procurement, 
which is the primary question here, that some changes could be made, 
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and I think that I can point that up more specifically by going 
through this one problem here listed, where you have the section 
numbered with Roman numerals. No. IV, I think if we cover that 
one we will have the crux of the whole thing. 

Mr. Mutter. That is typical of your experience ? 

Mr. Mackey. That is right. And in addition to that I might add 
we offered to send our chief engineer to ary my to discuss this. 
That was in a telephone conversation. That offer was declined on 
the basis it wasn’t necessary. 

Now, being a single plant operator and having only local contracts, 
it would necessarily mean that in order to establish proper contacts 
in Washington, and some of the other places where the chief procure- 
ment is done by various services, we are having to be placed under 
an economic stress in order to maintain representation in those places. 

We feel we have done all that a small business operator can do 
from this local area, and yet in spite of all we have done we haven't 
seemed to have been able to get any part of the procurement program. 

And also in spite of the fact wo feel we have very amply—or, that 
we have very ample facilities to offer-—— 

Mr. Mansrtevp. Mr. Mackey, is that your specific problem ? 

Mr. Mackey. That is correct, sir. 

F Mr. Mansrietp. Have you contacted the Navy Procurement people 
ere? 

Mr. Mackey. Yes, sir. 

Mr. Mansrtevp. Are there any representatives—— 

Mr. McKinnon. Commander Loomis, you don’t represent that—— 

Commander Loomis. No. That is Commander Brown. 

Mr. Mansrtetp. I would like to make a suggestion, that the com- 
mander get in touch with Commander Brown and ask him to sit 
down with this gentleman this afternoon and go over his case in de- 
tail. Would that be all right? 

Mr. McKinnon. I think that would be all right. 

Commander Loomis. I don’t know whether he can get. down here. 
He is up at Hueneme, which is about 80 miles up the coast. Perhaps 
I could have him here tomorrow. 

Mr. Mackey. That will be quite satisfactory. 

Mr. Mvurer. Could you do that to expedite things, take this and 
give him an indication of what this complaint is? There are four 
distinct complaints here, as I see it. Mr. Mackey has told us of one 
specific one, which is typical of the other three. 

Tell him about these others and this one, too, on the telephone and 
ask him to come in tomorrow prepared to give us the answer to it. 

Commander Loomis. Yes. 

Colonel Puttires. You won’t be able to handle the others. The 
others are on Air Force. 

Mr. Mutter. You are quite right. 

Mr. McKrnnon. We have two representatives from the Air Force. 

Mr. Mackey. I wish it understood this is not in the form of a 
complaint. 

Mr. McKinnon. We understand that. 

Mr. Mackey. This is set up here primarily with an idea to demon- 
strate to this committee the things we see we can’t understand. We 
can’t get the information that gives us the answer to why they happen. 
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Mr. Mansrrerp. Under the able guidance of our chairman, Mr. 
McKinnon of California, it is his purpose to bring you, if it is at all 
possible, in immediate contact with the people that will have the an- 
swers to your problems, in the hope the answers will be given today 
or tomorrow at the latest. 

Mr. Mackey. That is more than satisfactory. 

Mr. McKinnon. You have in this list here some problems that deal 
with the Air Force, also. 

Mr. Mackey. That is right. 

Mr. McKinnon. We have two representatives here today and, in 
fact, we have Colonel Phillips with us from the Munitions Board, who 
may be of material assistance in helping you, so the two sides can be 

ut together and put into one answer. 

Colonel Phillips, would you want to make a public comment or 
discuss this with Mr. Mackey? 

Colonel Puitires. I would rather discuss it. 

Mr. McKinnon. Why don’t all of you get together and discuss this 
and we will be interested in having you come back later and make a 
report. 

Mr. Mutter. It might be well to say to the small-business men here 
today that this is a cooperative effort, and nobody in Government is 
going to feel angry because you come in with a specific complaint. 

These men and women here representing the various Government 
agencies want to find out what these complaints are, and we on the 
committee want to know it. We want to do something, if possible, to 
iron your difficulties out, so there will be no repetition of them in the 
future. 

Don’t be afraid of any reprisals because you talk frankly here. 
There will be none. 


STATEMENT OF F. B. MULLER, SALES ENGINEER, CALIFORNIA 
STEEL & CONSTRUCTION CO., LOS ANGELES, CALIF. 


Mr. Mutter. For a description of California Steel & Construction 
Co. and their activities, please refer to the submitted copy of their 
January 31 letter to the Department of Commerce. 

First, we want to express our appreciation for the manner in which 
Mr. O’Donahoe and Mr. Dewar of the Department of Commerce have 
cooperated, and, within their prescribed limits, helped us since the 
NPA Order M-4 was first published. 

This order forbids the construction of commercial buildings without 
NPA authorization, and this type of work normally constitutes 60 
percent of our volume. Requirements for NPA permission to build 
are that the construction must aid the defense effort or that omission 
would be a hardship on the community, and it would be difficult to 
convince anyone that a service station, for instance, would fulfill either 
of these conditions. 

On the other hand, no other industry, even those using critical 
materials, has been forced to meet those requirements. Why should 
our industry be the only one that is, in effect, stopped ? 

Others, regardless of their product, have been limited to consuming 
certain percentages of their prior use of critical materials and have 
been encouraged to seek substitutes. This seems fair, for we heartily 
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endorse the policy which sets aside enough critical materials for the 
defense effort, leaving the remainder for civilian production, but we 
wonder why this formula could not be applied to us. 

It is a definite injustice for our Government to ask our industry 
to produce only for the defense effort while allowing everyone else 
to continue. 

Normally we have 20 field men and 12 sheet-metal shop men engaged 
in our commercial building production. At present we employ 4 and 5, 
respectively, and this will continue only so long as we have work for 
them. With our present backlog of permitted construction a maxi- 
mum of 20 days. 

We are ready and willing to convert to defense work, but, unfor- 
tunately, the only activities in this area consist of electronics, aireraft, 
and guided missiles, for none of which our plant is suited. 

One large prime contractor, in a field for which we are fitted, has 
told us they will flood us with orders when they start on their defense 
work, but we cannot count on this work until the first of next year. 
Meanwhile, we must endeavor to hold our skilled workers, and this we 
cannot do if we are not allowed to continue in our peacetime line until 
defense work is available. 

With more material we could have absorbed the men we have lost 
into our industrial building production, but our inventory and allot- 
ment of the sizes of steel necessary for these larger buildings is so 
limited that we cannot increase our operations. We have regretfully 
refused orders for large buildings from Douglas Aircraft, Norris 
Stamping, and others because we could not obtain the material re- 
quired. 

Most of the industrial buildings we construct are for defense pro- 
duction, but no provision has been made by the NPA for the issuance 
of DO orders to insure the steel being available for them. 

Here, again, it seems the construction industry is being dealt with 
unfairly. It is reasonable to assume that if purchasing of the material 
to be processed into defense items and the machinery to do that 
processing can be assisted with a DO rating, then obtaining of the 
materials for the building which will house the process should also 
have the same assistance. 

As it is, our inventory decreases every day and without a more 
favorable attitude on the part of the Government we see no solution to 
the problem of keeping our organization intact until we begin work 
on our defense subcontracts. 

To summarize, to have our plant ready for defense work we must 
keep our labor force. To do this we must have work, which can only 
be given us by a relaxation of the restrictions of the M—4 Order and 
by the issuance of DO orders to assist in obtaining materials for the 
construction of defense buildings. 

In other words, our plant is deteriorating in re the supply. There 
are plenty of buildings to be built, which we pass up every day. We 
will pass one up tomorrow, 130,000-foot building, ause we don’t 
have the material to construct it. I can’t get it. 

Mr. McKinnon. That isa nonessential building? 

Mr. Mutier. No. 

Mr. McKinnon. It isan essential building? 

Mr. Moutter. It is, sir. 
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Mr. McKinnon. In other words, you are caught on the basis of the 
orders for work you can do, but there are no defense orders for ‘ 

Mr. Mvuuter. That is right. 

Mr. McKinnon. And the work that is considered essential, that 
you could do, you can’t get the materials to perform the work. 

Mr. Mutter. That is correct, sir. 

Mr. Mansrre.tp. Mr. Chairman, I would like to call to Mr. Muller’s 
attention the fact that all yesterday morning we met with representa- 
tives of the various segments of the construction industry in San 
Francisco. 

We have a great deal of information and we realize the problem 
you are up against. We are going to do what we can, on the basis 
of this information which has been furnished to us by you and similar 
individuals in San Francisco. 

Mr. Mutter. Well, as we have pointed out, we have two divisions 
of our plant. We have 20 days to go in our sheet-metal division. In 
other words, we need relief quickly. 

Mr. Mansrievp. This Committee will conclude its hearings Friday 
and the report will be back in Washington by Monday, we hope. We 
intend to get busy on all phases as soon as the report is compiled. 

Mr. McKinnon. Mr. Hill? ) 

Mr. Hitz. I have a question. You said you couldn't get the ma- 
terial to build that building. 

Mr. Mutter. Yes. 

Mr. Hint. Whom do you think will get it if you do not ? 

Mr. Mutter. I don’t know the answer to that, sir. 

Mr. Hutt. Do you think it is going to be built and someone else will 
get the construction steel necessary to build it ? 

Mr. Metter. It is a good possibility. 

Mr. Hu. I would like to ask them how the other person would get 
it. That is the question I was coming to. 

Mr. Mutier. There is a possibility that some one of the larger 
companies—you see, the thing that has placed us on the spot is, as we 
a out, that 60 percent of our business volume has been disrupted 
xy M4, and elimination of commercial building. 

Mr. Hut. That would apply to everyone, not only you, wouldn't it / 
It would apply to all? 

Mr. Muixer. No, sir. 

Mr. Huw. That is, similar companies to yours / 

Mr. Mutter. Similar companies to us, yes, sir. But without pre- 
vious inventory allotments for these large buildings we do not stock 
the sheets in quantities and are unable to obtain those presently. 

Mr. Mansrrevp. The NPA may be able to be of some assistance in 
that connection. 

Mr. McKinnon. Is anyone here for the NPA ¢ 

Mr. Orrutr. My name is C. Offutt. 

It is true the regulations restrict the construction of service stations. 
You are in a highly specialized business and [ can understand why 
you would like to get into the building of some expanded facilities 
through the defense effort. You can do that. 

It would be my suggestion at this point that you go ahead and bid 
for those buildings you mentioned a minute ago. There is a facility 
within NPA to secure for you the materials if you are the successful 


bidder. 
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I have in mind the use of a DO—46, which you can obtain to get the 
materials to construct the building if it is for an expanded defense 
activity. 

Mr. ae Thank you. 

Mr. McKinnon. Mr. Offutt, is this DO on a building order going to 
to give him an order or is it, as we have heard lately, a fishing license ? 

Mr. Orrvurt. You should take those colloquialisms advisedly, sir. 
re wy rating must be accepted by a supplier if he has the material on 

and. 

We have a compliance section to enforce regulation 2, which sets u 
the DO rated order system. If we give him a DO rating and he still 
can’t obtain the material, our assistance extends Depleail that point. 

Mr. McKinnon, That is a pretty good answer. 

Mr. Motrer. Just a minute. How about the fellow who was here 
a few minutes ago and had an order from Bendix with a DO? That 
company certainly has all the material available, and I think he was 
referring to Alcoa, for all the aluminum you could possibly get, except 
what is being stockpiled for the war effort. But here is Bendix doing 
aviation work—and I assume it is Government work—and he sends 
his DO into the Aluminum Co. and they say, “You will get it some- 
time in 1952.” Can he come to your office and get help 

Mr. Orrutr. We can’t get him material that doesn’t exist. We can 
help him out, I dare say. 

Mr. Mucrer. We are talking about aluminum that exists and existed 
for the war effort. Here is Bendix that is doing war effort and a man 
has an order from them, and the Aluminum Co. says, “We can’t give 
you anything until 1952.” Can he go to your office and get help? 

Mr. Orrurt. Yes. 

Mr. Frirepman. I believe we may go to the office and get help. How- 
ever, under the regulations the Aluminum Co. is not required to turn 
over more than a certain percentage of their basic aluminum. I don’t 
want to quote any figures, because they change. 

Two competitors or fabricators, like ourselves, are still allowed to 
use a large portion of their aluminum for civilian purposes, which are 
not pecans. A 9 The same, I believe, applies to the steel, too. 

Mr. Mutter. May I ask a question ‘ 

Mr. Orrurt. Yes. 

Mr. Mutier. Kaiser Steel wishes to build some buildings at Fon- 
tana. The order floated around for a considerable period, with no 
takers. 

We offered to build them if they furnished the steel. They said 
they could not convert it. We built them of Bethlehem steel, because 
we were the only people that had the steel. 

Mr. McKinnon. Your statement still stands? 

Mr. Orrurrt. Yes. 

Mr. McKinnon. The gentleman gets an order and comes into your 
office and gets a DO-49? 

Mr. Orrvurr. 46. On the aluminum situation, perhaps Alcoa didn’t 
have the aluminum to fill the order. However, there is aluminum 
available on the other levels of sales, perhaps in the hands of dis- 
tributors. . 

Mr. Frrepman. The type of aluminum we require is a billet, solely 
produced by the three producers of aluminum, which is Aluminum of 
America, Reynolds, and Kaiser. 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 901 


Kaiser indicated to us that theoretically they would sell to us if 
they had it available. However, they do not sell beyond 600-mile 
radius beyond their shipping point. . : 

Now, Alcoa has a plant in ee It would simply increase our 

rice if we had to pay additional freight for the benefit of buying 
it back East. 

Mr. Orrutr. If it is a price matter, I can’t discuss that. Another 
agency has to do with prices. oe 

If you are engaged in defense activity and you have a DO rated 
order and you can’t secure the material, that is our function. That is 
what we are here for and we want to hear from you. 

Mr. Frrepman. All right, sir. Thank you. 

Mr. Mutter. I would like to submit a statement of fact regarding 
our capacity and lay-out. 

Mr. McKrxnon. All right. You may do that. 

Mr. Mutter. We have a modern, completely equipped plant, located 
in the center of Los Angeles on 21% acres of ground; engaged 100 
percent in the fabrication of steel buildings; employing 100 skilled 
engineers, draftsmen, lay-out men and artisans of the trade, with a 
production record over the last 2 years of $2,500,000. 

Importance to defense effort of maintaining this plant in operation : 
California Steel & Construction Co. has offered their entire facilities 
for the furtherance of the defense effort and has diligently sought 
war contracts with prime contractors in this area with the result that 
this company has been requested to stand by to receive orders after 
July Ist that are expected to use their entire facilities for the dura- 
tion of the emergency. However, since tooling cannot begin until 
after July Ist, 1951, this company will be dependent upon civilian 
production to maintain their organization. The loss of key men would 
seriously hamper our conversion to defense work. 


STATEMENTS OF JOHN L. DAVIES AND JACK DAVIES, AVALON 
PRODUCTS, INC., LOS ANGELES, CALIF. 


Mr. McKinnon. Will you please } geet We have 5 minutes to 


allot to you and you will have to judge your time the best way pos- 
sible. I suggest, instead of reading a prepared statement 

Mr. Jack Davies. We have no prepared statement. We have out- 
lined some comments we would like to make. 

Our business is the manufacturing of wood products, primarily, 
office furniture and allied pieces of furniture for the office. 

We find that there are a number of difficulties in dealing with the 
Government in defense effort, particularly, today. They start with 
the obtaining of the invitation to bid. We must say, at the outset, 
the situation is improving considerably in that regard and we are now 
getting more advanced information. Time, a least, to prepare our 
ids. 

But there are considerable numbers of places where the Government 
might aid the small manufacturer in at least bidding on government 
work. If you have the information in advance sufliciently you can 
get your figures together. You need further and better information 
than is now usually available. 

Government specifications are often old. Some of the things we 
are bidding on now and are now manufacturing were drawn up be- 
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fore the Second World War and there have been revisions and amend- 
ments, copies of which are not readily available. Full-scale draw- 
ings are not usually obtainable and they practically never come with 
the invitation to bid. By the time you get it in writing the opening 
date of the bid has arrived and you have been unable to get your 
bids together. For that reason your bid is often filled with a lot of 
guesswork which is dangerous, and usually you end up not taking 
the chance, and you don’t make the bid. 

This is an opportunity, too, to raise what we feel is the most impor- 
tant shortcoming in dealing with the Government at the present time, 
namely, the thousands of miles that intervene in reaching Govern- 
ment agencies. For example, most of the work we are now doing 
for the Government is with the Quartermaster Corps, the Quarter- 
master Depot in Chicago. There is no contracting officer for the 
Quartermaster Corps in the type of merchandise we produce west of 
Chicago. 

The only officer who is authorized to give us details of a bid or to 
deal with us in any way is located in Chicago. For a firm of our 
size, with about 20 employees, the expense of numerous trips to the 
Middle West is almost prohibitive. We have made three trips to the 
Middle West since December, and it seems we are going to have to 
make another one to merely just get information to clarify the details 
which, if there were a contracting officer available in Los Angeles, 
or, at least, in San Francisco, it would certainly make it a lot more 
efficient for both ourselves and the Government. 

Going from the bid itself, we come to the problem of the actual 
award, <A bid is submitted on the basis of cost, which prevails at the 
time the manufacturer draws up his bid. That is not a mystery. 
It is helpful, when the awards are awarded sometime approximately 
within a reasonable time of the time that the bid is opened. 

We are now proceeding on a contract which was opened in Decem- 
ber. Prices, therefore, on our bid were probably drawn up in No- 
vember and the award was not made until the month of March. It is 
no secret what has happened to prices since November up until the 
time of March. 

Our original figure has to stand because renegotiation is normally 
downward, if anything. If you are successful in getting a bid you 
move to the problem of financing it. Then Government work for a 
small manufacturer is usually greatly in excess of a normal volume 
in any one item. 

We manufacture office desks for ourselves and we produce 150, 200 
units a month. A Government contract may run to 5,000 or 6,000 
desks that the Government wants in 90 days from the time of the 
award. That kind of financing is big. 

When you look at the capitalization of the average small business, 
if you are able to go in and bid competitively and show the plant can 
turn out the merchandise and the know-how to produce it, it seems 
to us logical there should be some way found for the small manufac- 
turer to finance that production, 

On our latest effort we were successful in getting awards for a 
round number of $300,000 worth of office furniture... We started 
around the circle. 

We first go to our bank. They are not interested in participating 
on Government loans. Why! Because of various waivers they are 
required to make, and taxes, and so forth. 
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The Government still maintains first lien on taxes and other things, 
even though at the time there may be no liens, but the Government 
wishes to reserve the right to have those in the future. The bank is 
reluctant along those lines. They are reluctant because of the paper 
work and red tape involved in Government loans. They are reluc- 
tant because they are required to service the loan for the Govern- 
ment. 

They then refer you to the Reconstruction Finance Corporation. 
That was no new trick for us. We have been there many times. 

We have never, in recent vears, come away with anything, as some 
people say it is easy todo. Nowadays we haven't found it so. 

Our company hod four or five RFC and V loans, all of which were 
paid in time or in advance of due dates. But we found on this trip to 
the RFC current conditions or the heat of weather was making it 
difficult to get anywhere. They said the thing we needed was a loan 
from the National Security Loan Board. 

Mr. Wahlgren was very accommodating and told us everything he 
could. It seemed the NSLB loan was primarily for capital expansion 
for defense purposes, which was not the case in our need. 

He suggested perhaps we should inquire of the Federal Reserve 
and the Hollywood State Bank. We went to the bank and they were 
a little amazed at the figure we wanted, $150,000. The Government 
was going to guarantee 90 percent of it, but it was still big. They 
didn’t know too much about how to handle the loan at first. 

We found out it would take 30 to 60 days before we could even get 
an answer on whether we could get the loan. In 30 to 60 days the 
Government wanted desks, not an answer as to whether we could get 
financing. 

The long and short of this was we had to go to Chicago and turn 
down half the award we had been given, which we were able to get 
financed. What happened to the rest of it I do not know. I don't 
think it is being produced in southern California. 

Mr. Mutrer. Is that bank finance you got ? 

Mr. Jack Davies. We finally got an application in for a V-loan 
through a bank who agreed to participate on the smaller loan. We 
still don’t know: whether that is going to be approved. If it hasn't, 
it is going to be interesting. 

The next thing we wouid move to after the financing of the job is 
the administration of the contract. There again I must go back to 
this difficulty in operating when the only person that can say “Yes” 
or “No” to the most minute details is in Chicago, and it is impossible. 
We have a Government inspector—in fact, two of them—in our plant. 
They are supervising our contract and one of the other contracts for 
allied types of lines here in this part of the country. These men have 
been extremely cooperative, but they are limited completely in what 
they can do. All they can do is follow the printed word. If it says 
“ves,” it has to be ves. They have no discretion at all. 

I would hate to spell out the long procedure we went through in 
the last Government contract we fulfilled for 700 small coffee tables 
for nurses and WAC officers’ quarters. I am sure, gentlemen, the 
Government spent more money servicing that contract than the value 
of the tables involved. 

We had to send samples of every single piece of material to Phila- 
delphia to be tested. That isn’t too raat except we were informed 
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of that the day we were ready to begin production. So we had to 
stop and wait. 

We waited from September to November before we were able to go 
ahead with the contract. and at that time samples still hadn’t been 
tested. They merely gave us letters of acceptance, pending the 
approval of the samples. 

ou will be interested in knowing about the time the contract was 
finally completed. We got the last sample opinion back and it stated 
they did not have facilities to test the glue in this case, so we could go 
ahead and use the glue we submitted in September. 

Mr. Murer. The tables had not fallen apart, had they? 

Mr. Jack Davres. I am sure they didn’t. The Government speci- 
fications for glue had been drawn up since 1920 and they used animal 
glue then. The changes have been so radical in the industry that now 
people do not use animal glue. 

Government specifications can be improved upon, amazing as it 
seems, because the Government spends a lot of money in devising the 
specifications. They draw them up with the interest of protecting the 
taxpayer, obviously, but things change and manufacturers are aware 
of improvements that can be made in the technique of production. 

A desk today can be made just as well, with just as long a life, as 
the specifications the Government requires for their furniture, but 
the specifications the Government demands costs them a lot of money. 
For example, in the quarter-inch plywood, they require five-ply. 
There is no commercial desk manufacturer in the country today that 


uses five-ply. They use three-ply, which is considerably cheaper and 

will give you as durable a desk. 
Therefore, we must buy five-ply. The Government, in turn, pays 
esk. 


the premium themselves and buys five-ply. You get no better 
It causes delay. There are very few people that make that particular 
type of plywood. 

Mr. McKinnon. It doesn’t hold up any longer ? 

Mr. Jack Davies. No. They make a specification of glue that is 
reasonable. They require a highly waterproof glue, with special char- 
acteristics, which would be reasonable, to go out of the country for a 
tropical zone. 

My father has been to Chicago and can testify that in Chicago he 
was told the very largest desk manufacturers in the country, they are 
not bidding on Government desks today. The Government has prob- 
ably bought over 100,000 desks in the last 6 months, or something like 
that, and very few of these are being produced by the leading manu- 
facturers of desks in the country. 

Their attitude is this: When the Government comes and buys the 
kind of desks that they feel should be manufactured. then they will 
build them. Until then they will let some of the little guys fool 
around and try to get in the desk business, who are trying to get in 
the desk business, and let them fight it out. Oftentimes that is just 
about what it boils down to. 

I think I have stressed pretty much about this business of having 
someone here who can give us authorization. And I think another 
thing we suffer from is the change-over in military persennel. The 
quartermaster officer in Chicago, who supervised the award of this 
contract, made a number of verbal commitments to my father as to 
modifications that could be made in this contract. 
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He said, “When you get back to your office, send me letters so we 
will have it in writing and we will put through written acceptance of 
these changes so it won’t hold up production.” 

We wrote the letters and waited and waited. We sent follow-up 
letters and waited and waited. Finally we got to one of our suppliers 
and through second-hand information we got the information that 
the officer was no longer there, that there had been a change-over and 
a new officer was in charge of the administration of this contract. We 
still have not received a written answer to those requests which the 
Government had agreed we would be able to make. We are still 
waiting and if they don’t come it is going to seriously hamper the 
deliveries which the Government wants. They want the desks and 
they should be in production now. 

Procurement is a problem and there we sometimes sound like we 
work for the Los Angeles Chamber of Commerce, but the west-coast 
manufacturer takes a tremendous beating, particularly the small 
manufacturer. 

A large carton company, for example, when we told them we had 
the Government contract and we wanted packing containers, they said, 
“We are not interested. You only bought 500 last year. This other 
guy bought 5 million, so we have to take care of him, defense orders 
or no. 

Gentlemen, on the percentage hold-back the manufacturer has to 
reserve for Government use, that he has to reserve for Government 
use, is deadly. 

If the manufacturer is required to reserve 15 percent for defense, 
he probably has 115 percent in defense orders working, so the DO, 
as we call it, is just about a hunting license and no more. 

Mr. Mutrer. Have you tried NPA to give you help with DO’s? 

Mr. Jack Davies. We have been thus far able to fairly lick our 
sroblem. What it means is that it has been extremely difficult to do 
it. I am not saying we will be able to continue to do it. Up to this 
point we have not been stopped because of lack of material. Produc- 
tion schedules have been revised downward and stretched over a long 
period of time, in order to await the merchandise. 

Thus far, I think there has been only one item we cannot find, and 
the Government agreed verbally to revise that requirement, so we 
have proceeded pretty well. 

Mr. Mvuurer. I hope you won't be stopped, but if you are, you call 
on NPA. 

Mr. Jack Davies. We would like to discuss the matter of renego- 
tiation. We can’t understand why the renegotiation work is only for 
the benefit of the Government. This is particularly important in 
light of some of the points I tried to make, namely, the delay in the 
time. 

The moment you price your bid, to the time that bid is awarded, if 
in that period, through matters in the Government control you are 
prevented from placing a firm commitment, you set forth in your bid, 
why must you stand the gap if later on the Government decides you 
made too much profit and come back and take it off? 

Mr. Mutrer. It should work both ways. The law provides for it 
working both ways, if you can prove your case. And if you can, I 
am sure you will be helped. 
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Mr. Jack Davies. That is very encouraging. Not 2 months ago a 
representative of the Renegotiation Board—unless I heard wrong 

Mr. Mvuvrer. Two months? It couldn’t have been, because we 
didn’t have a Renegotiation Board. As a matter of fact, I don’t 
think it has been appointed yet. 

Colonel Putiures. The law hasn’t been printed yet. One is estab- 
lished now. 

A Voice. Two or three weeks. 

Colonel Puitiirs. Perhaps a month. 

Mr. Jack Davies. At the chamber of commerce there was a meeting 
of the Renegotiation Board, before a group of businessmen, and said 
that it couldn’t be renegotiated except for the benefit of the 
Government. 

Mr. Muvrer. I think the situation has changed today. 

Mr. Jack Davies. I sincerely hope so. 

Mr. Mansriexp. I think we ought to hear from Colonel Phillips on 
this particular matter now. 

Colonel Putiuips. So far as the Renegotiation Act is concerned it 
will be known as Public Law No. 9. It has not been published as 
yet, and we don’t have copies of it. 

The high lights of it differs from the old Renegotiation Act in that 
it establishes an independent five-man board in the executive branch 
of the Government, to be composed of appointees by the President. 
It requires that no member of the Board shall have anything to do 
with military or other procurement. 

The other differences are that all contractors or subcontractors will 
be renegotiated, who have, in a fiscal year, received or. approved an 
aggregate of $250,000 of Government contracts. IL believe the old act 
called for $100,000. 

Mr. Jack Davies. The Government may renegotiate anybody that 
did $250,000 in a fiseal year ? 

Colonel Putiuirs. That is right. 

Mr. Jack Davies. What about the option of the manufacturer 

Colonel Puutirs. The manufacturer has no option, whether he 
will be renegotiated or not. 

Mr. Jack Davies. If he wants to ask for renegotiation that he feels 
as to matters within the control of the Government and beyond his, 
he has either lost money, or why not if he made less profit than he is 
entitled to make—— 

Colonel Putuips. I think you are getting it confused with a rede- 
termination clause in a contract, where your prices are unstable, and 
you are not able to be sure that the price you use when you quote the 
Government is going to stand when you actually get your contract. 

If you have a redetermination clause in your contract, then you 
can ask for a price redetermination to make up that difference. 

Mr. Jack Davies. Ours doesn’t have one. I would say the rede- 
termination clause should be a standard clause. Why should it be 
discretionary ¢ 

Colonel Puu.rs. I think if you consult your contracting 
officer 

Mr. Jack Davies. In Chicago? 

Colonel Putsips. And tell him you are actually losing money on a 
Government contract, you will get help on it, providing you are actu- 
ally losing money. 
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Mr. Mutter. That cannot be on an over-all basis, though. It must 
be on an individual basis. 

Mr. Jack Davies. The other works the other way? 

Mr. Mouurer. Yes. You can go in and refer to an individual con- 
tract and show you are suffering a hardship because things beyond 
your control have happened, and I am sure you can get relief, if you 
can establish a case. 

Mr. Mansrieip. May I offer a thought? When this gentleman 
turned his bid into the Quartermaster Corps, I imagine in fine print 
it said, “Unless otherwise stated this bid will be accepted within a 
certain number of days.” 

Mr. Jack Davies. That is right. 

Mr. Mansrieip. That he had the preogative to make the statement 
his bid was only good-—— 

Mr. Jack Davies. They will tell you if you put that in there you 
might as well forget it. You might as well forget all about it. You 
have to have defense work or you can’t keep your business going. 

Mr. Mansrietp. You say you have to go to Chicago? 

Mr. Jack Davies. Yes, sir. 

Mr. Mansrtevp. Is there no representative of the Quartermaster, 
either here or in the Bay region, to whom you could go, without hav- 
ing to go to Chicago? 

Mr. Jack Davies. No, sir. 

Mr. Mansrtevp. You absolutely have to go to Chicago? 

Mr. Jack Davies. Yes. So I am not misunderstood, there are rep- 
resentatives of the Quartermaster inspection field service, the head- 
quarters of which is in Oakland. There are local men in our plant. 

hey have no discretion, though. They must follow the written word. 

If you seek an interpretation or seek any modification of any kind, 
regardless of how minor it is, without authority to act 

Mr. Mansrrevp. Have you contacted the office personally ¢ 

Mr. Jack Davies. By letter many times. There have been men 
from Oakland here, to whom we have talked. We deal directly with 
the supervisor of inspections of this particular area, who has charge 
of all the Quartermaster inspection staff. He is in charge at Oakland, 
and he has been down here. ; 

Mr. Mansrrietp. Would that be Colonel Kaiser ? 

Mr. Jack Davies. No. I am talking about civil-service employees. 
We never met the military. 

In summary, we feel a great deal of this doesn’t require anything 
except more diligent effort at operating levels within the Govern- 
ment. Most of this is Government policy, well expressed and often 
expressed by everyone from the President on down, that certain things 
will be done and it will be the policy of the Government that small 
business will participate and be given an opportunity to compete 
effectively. 

We are not worried about our ability to compete. We get the bids. 
We know we can make the merchandise and we are confident we can 
make money if we are given a fighting chance. But when you go to 
Chicago and someone tells you, “Well, we are worried about weak 
sisters that have to have financial help.” or “We are not going to put 
anybody in the business,” is isn’t the same thing the President of the 
United States or Secretary of Defense has said. It loses effect from 
the top down. 
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Most of the people you meet in the Government are conscientious 
pon. trying to do a good job. There are just enough se along 
the line, who kind of interpret a policy their own way, to make it very 
difficult to carry out the policies which I feel the Government intends 
shall be carried out. 

Mr. Mansrretp. Generally speaking, how do you get along with the 
Government officials with whom you have dealings out here? 

Mr. Jack Davies. The only people we deal with out here are the 
Quartermaster inspection staff people in the Department of Com- 
merce, and that is the Reconstruction Finance Corporation. 

Our relations with them have been very courteous and helpful, 
insofar as I feel they have been able to go. 

Mr. Maasxke. May I say something? 

Mr. McKinnon. Yes. 

Mr. Maasxe. My name is H. C. Maaske, representing General Serv- 
ices Administration. Since this gentleman is a manufacturer of 
office desks and furniture, and since General Services Administration 
is probably the largest contractor of the Government for office furni- 
ture, we would be very much interested in adding this firm to our 
bidders’ list here. 

We have an office right here in Los Angeles, so you don’t have to go 
as far as Chicago—— 

Mr. Jack Davies. We are on your list. 

Mr. Maaske. To make any contact. We have our inspection force 
here and contracts here. We will be very happy to add this firm’s 
name to our list. 

Mr. Joun Davies. We are on the list. 

Mr. Maaske. On the matter of specifications of glue—— 

Mr. Mansrrevp. You are on the list? 

Mr. Jack Davies. Yes. We applied to be put on the list last June. 

Mr. McKinnon. You received invitations ? 

Mr. Jack Davies. Very few. 

Mr. Joun Davies. We happened to receive an invitation to bid 
just a few days ago, I know from other published reports, was sup- 
posed to be for desks, 250. The bid was to be within 3 or 4 days after 
we received it. 

Mr. Jack Davies. What were the specifications for? 

Mr. Joun Davies. For nails and brass and screws. 

Mr. Jack Davies. I am not criticizing 

Mr. Maasxe. Ordinarly the policy is 21 days or 30 days. 

Mr. Jack Davies. There is not much time allowed. 

Mr. Mvuurer. What office did that come from? 

Mr. Jack Davies. The local office. 

Mr. Muurer. What agency? 

Mr. Jack Davies. General Services. 

Mr. Mourer. That represented—— 

Mr. Joun Davies. I wrote General Services in Washington and 
quoted them prices on desks made according to their specifications 
and never received a reply. 

Mr. Jack Davies. I understood that they have been seeking desk 
manufacturers desperately. : 

Mr. Maaske. There was a national advertisement for a good many 
thousand of desks. 

Mr. Joun Davies. That’s right. 
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Mr. Maaske. I know the General Services Administration made 
several awards against that contract, some of which were right in this 


area. 
Mr. Jack Davies. We know some of the people that were mak- 


in 
Mr. Mutter. The fact that your firm did not happen to be success- 
ful may be a matter of price or something. 

Mr. Jack Davies. I know one firm made three trips to Washington 
to get a desk contract from the General Services. They are manufac- 
turing two desks at their own expense and shipping them back, hoping 
they will get the contract. 

If you can find out how you are doing and even if you have a chance, 
that 1s what is needed. 

Mr. Maaske. There has been, to my knowledge, several large con- 
tracts let here on the west coast in the last 30 days. 

Mr. Jack Davies. We have the largest desk contract let in the 
west coast. 

Mr. Joun Davies. The only desk contract either by the Quarter- 
master or the General Services. 

Mr. Maaske. Mr. Chairman, we would like to very much and I 
think we can clear up some of this gentleman’s questions of general 
specifications on glue. 

Mr. McKinnon. Fine. I would like to see that done. 

Mr. Mutter. I think you have made a very excellent presentation, 

entlemen, and a very comprehensive one. I think your difficulty on 
ection was an unfortunate one, because you went to a bank that 
ever had any previous experience in this field. I am sure you will find, 
from this time in, that it will be easier. 

Mr. Jack Davies. I would like to add, we went to our regular bank, 
and that is one of the biggest branches in the country, and we feel it 
is proper to deal through the manager. If you go around him or over 
his head you are not going to do yourself any good. 

Our visit to him—the bank, I know, is doing millions of dollars in 
financing of Government work, and we were told, really, frankly, 
that it just wouldn’t be worth while to make out the paper and have 
the paper work, in our case, that with a small business, as in our case, 
that the bank probably wouldn’t be too interested in it. That is a bank 
that I know was dealing in Government financing every day. 

Mr. Muurer. We can’t change their methods or make the banks 
lend the money. 

Mr. Jack Davies. That is right. 

Mr. Mutter. We have written into the law the provisions that you 
must exhaust your oe everywhere to get money from 
private enterprise. I think, if the bank is going to take that attitude, 
that the Government will have to step in and do something. 

Mr. Jack Davies. I would say the major flaws in the recourse for 
working capital loans is the RFC, if I am not mistaken. Then you 
must have collateral. How many small businesses, trying to triple 
their volume, can do that ? 

Mr. Mutrer. You did get some RFC loans? 

Mr. Jack Davres. In the last war. 

Mr. Mutrer. You didn’t have to use any influence to get it ? 

Mr. Jack Davies. No. 
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Mr. Murrer. The FRC did a good job in the last war for small 
business and large business. 

Mr. Jack Davies. Yes. 

Mr. Hitt. We have that bill introduced. It is H. R. C. 800. This 
committee is not a legislative committee. We can only suggest. We 
have that bill introduced, and right now we are using every pressure 
we can to get that bill out on the floor and get it passed, which will 
reinact the last Defense War Act for the small plants we had before. 
It is a better bill, as agreed. We have a little trouble, too, in getting 
legislation through. 

Mr. McKinnon. Mr. Haight, do you have any comment on this 
financial angle of financing through RFC and private institutions? 
You represent the RFC. 

Mr. Hatent. No, I haven't. From what Mr. Davies said, his credit 
must be good in this community. 

Mr. Jack Davies. No, it is not so hot. 

Mr. Hateut. Iwould suggest—although I don’t have in mind, of 
course, the particular problem involved here—that perhaps we could 
discuss it outside. 

Mr. Jack Davies. I would like to have the opportunity, very much. 

Mr. McKinnon. We would be very much interested in having you 
men discuss with Mr. Haight and General Services Administration 
this desk deal and hear later on how you come out on that; perhaps 
tomorrow. 


STATEMENT OF J. 0. MCREYNOLDS, PRESIDENT, MISSION ELECTRIC 
MANUFACTURING CO., INC., PASADENA, CALIF. 


Mr. McReynotps. I would like to present our case as briefly as 
possible in order that I may have time to answer any specific ques- 
tions you may have on our problem. 

First, it is necessary that you know who and what we are. Mission 
Electric is a small corporation; our charter was issued April 15, 
1948. Our aim from the beginning has been to design and manufac- 
ture premium quality, small electric, motors at a reasonable cost. 
Our willingness to live on minimum subsistence incomes and to work 
long hours has made it possible for us to get a foothold in this line 
of business. 

We are considered a valuable source by not only local companies 
such as Hydro-Aire, Saval, Pacific Airmotive, Gilfillan, Vard, and 
Dalmo Victor, but by many eastern organizations such as Sylvania 
Electric, Raytheon, RCA, Radio Receptor, Eastern Industries. 

While our present invested capital is less than $60,000 and we have 
no bank financing, we are operating a 10,000-square-foot plant with 
90 people on the payroll and producing over $40,000 a month in 
defense orders. 

February shipments exceeded $50,000, but we were forced to cut 
back in March because we had extended our credit to the absolute limit. 
Our customers’ schedules call for over $75,000 a month. 

On March 15, we laid off over 10 percent of our personnel in all de- 
partments. Our own shortage of operating capital is-made doubly 
acute by the same condition troubling the majority of our customers, 
aggravated by slow Government payment to prime contractors. 
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While we are convinced they pay us ahead of most accounts because 
they understand our position, too many accounts go beyond 30 days; 
advances are now out of the question. 

Our financing at present is done by our corporation attorney, who 
lends on purchase orders, accepting assignment as security. We ac- 
cepted a large number of orders in the period from August through 
October on the strength of an additional $30,000 he intended to make 
available; due to the collapse of a deal he had been confident would 
liquidate other investments, this money was not made available. We 
are now in a position we are not proud of. We are operating to a large 
extent on our suppliers’ money because of being behind in our ac- 
counts. 

The fact that we are now producing more than 50 different motors, 
all developed in the last 3 years, testifies to our engineering ability. 

Our capacity without additional plant area is at least three times 
our present output, and by taking pesereton of an additional 2,500 
square feet which we at present sublet, it can be increased to four 
times present output. The corporation which occupied this building 
during the last war employed over 350 people here. 

At present 99 pha of our production is on defense orders and 
our capacity could be tripled within 60 days by adequate financing. 
For lack of a loan of approximately the amount of money required to 
produce one bomber landing gear, we are holding up production of 
several hundred million dollars’ worth of aircraft yb radar units. 
The loss to the Government per month merely in cost of delayed sched- 
ules undoubtedly exceeds the amount of the loan. The situation does 
not make sense. 

An outline of our attempts to obtain financing is appended. If you 
are not too pressed for time, I will read it now. | Reading:] 


Apri 4, 1951. 


EFrrorts BY MISSION ELectric MANUFACTURING Co. To OBTAIN 
ADEQUATE FINANCING 


1. Security First National Bank: Refused on the ground “statement too thin.” 

2. V loan through Security First National Bank, Walter H. Carlson: Be- 
cause of our thin statement, Government guaranty would be inadequate. In 
addition to Government guaranty it would be necessary to have guaranty of 
private individual with sufficient liquid assets to cover loan. To obtain private 
guaranty it was necessary to pay the guarantor interest on the amount guaran- 
teed at the rate of 7 percent. This interest plus the interest to the bank made 
the total interest payable on whatever loan might be obtained too high to be 
practical. 

3. RFC loan application made on behalf of mission by Richard King. In- 
terviewer Sam Hughes stated mission did not qualify for loan from RFC under 
existing rules because of insufficient collateral. 

' 4. Application through Department of Commerce: 

(a) Forms filled out December 4, 1950—acknowledgement of receipt by Na- 
tional Production Authority, facilities clearing staff December 13, 1950, file No. 
LAC-31. 

(b) Week of December 18-22 Examiner Joseph Ragusa, local RFC office, 
came to plant to investigate mission affairs. 

(ec) January 15 through February 9 (mailed February 13) Certified Public 
Accountant Adam FE. Bonzack was called in to make independent audit and 
report of mission affairs to supplement original loan application. Report (con- 
sisting of two volumes) was mailed in quadruplicate, one copy air mail, three 
copies regular mail. 
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(d) January 24, 1951: Telegram from Frank R. Creedon: “Contact Govern- 
ment agencies with whom you have contracted regarding their ability to finance 
your contracts. Have agencies advise us. Loan application in abeyance until 
this received.” 

(e) January 24, 1951, and January 25’, 1951: Effort to phone reply to Mr. 
Creedon. Mr. Creedon always in conference. Finally talked to Mr. Harper. 
Summarized as follows: Majority of our orders are subcontracts. We would 
apreciate your reviewing the list attached to our application. Our customers 
need their capital and have discontinued all advances. The services advance 
only to prime contractors. Our schedule depends on this loan. 

(f) Telegram in reply to Mr. Harper's question on the telephone, “Applica- 
tion for V loan was made with Security First National Bank in Los Angeles 
office. Loan was refused on basis that our statement was too thin (January 
25, 1951). 

(g) February 28: Still no reply from National Produetion Authority, facili- 
ties clearance staff office as to receopt of Bonzack supplementary report. Wire 
to ask if they reecived it. 

(h) February 28: Letters to Senator Nixon, Senator Knowland, and Repre- 
sentative Hinshaw asking: (1) Information as to whether any action is being 
taken on our application; (2) why no loans under the Defense Production Act 
of 1950 have been granted in the southern California area. 

(i) March 7: Received letter dated March 1 from Creedon's office stating 
that they had received Bonzack report. 

(j) Letter from mission to Mr. Bates, local office of Department of Commerce, 
asking that some action be taken. 

(k) March 16: Received letter from Senator Nixon enclosing letter from 
Creedon’s office stating application had been turned over to Department of 
Defense. Later letters also received from Representative Hinshaw and Senator 
Knowland. 

(1) March 16: Phoned Creedon’'s office—talked to Mr. Scheid. Found out 
that application was in hands of Maj. Stephen Nesbit, extension 72949, Depart- 
ment of Defense. 

(m) March 20: Phoned Major Nesbit from Naval Material Office on Santee 
Street so that Mr. English of that department could talk to him also. Major 
Nesbit requestion additional information—current breakdown of contracts on 
hand plus information as to what notes payable were for. 

Nore.—Information had already been submitted in original application and 
in Bonzack’s report. 

(n) March 20: 11:30 p. m.—sent air mail, special delivery, information re- 
quested by Major Nesbit—breakdown of unfilled portion of corttracts on hand 
brought up to that date, plus the other information requested. 

(o) Air Force Procurement Office, Glendale region: Mr. Gordon and Mr. Laski 
promised to write Major Nesbit to let him know the urgency of the situation 
(March 21). 

(p) March 28: Mr. Ragusa found out by phoning that the application had 
been sent by Major Nesbit to the Navy Department. (Contract breakdown 
currently USAF, 39.6 percent; Army, 14.7 percent; Navy, 45.6 percent.) 

(q) Mr. English of the Naval Material Office, at our request, sent a wire to 
Washington to find out who had the application and what was being done. 

(r) March 30: Mr. English phoned that he had a reply to his wire. The 
Navy Department acknowledged receipt of the application and stated they 
would like additional information. They would like a current breakdown of 
current contracts as distributed between the forces. They also wanted infor- 
mation as to our engineering ability and experience, our plant capacity, whether 
our products were essential. 

Nore.—This information had all been given previously, in our original appli- 
cation, more extensively in the Bonzack report, and the breakdown of con- 
tracts again on March 20 to Major Nesbit. 

(s) March 30: The requested information was prepared again and sent to 
Mr. English, together with two additional letters from customers who needed 
motors urgently to fill Government contracts (three letters from other custom- 
ers had previously been submitted). Captain McCoy has taken this informa- 
tion with him to Washington, where he is at this time. ° 
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Fractional horsepower motors in aircraft 


Plane Number of 
Consolidated-Vultee Aircraft Corp. : motors used 
B-36 


Convair-Liner 
Boeing Airplane Co.: 
B-29 


Northrop Aireraft Corp.: 
Chance Vought Aircraft Corp. : 


Curtiss-Wright Corp.: F-S87 
Bell Aircraft Corp: 
HTL ‘Copter (military) 
HTL ‘Copter (commercial) 
1 Additional motors used on dust-bin gate, dust-bin agitator, and fogging equipment. 
Republic Aircraft Corp. : F-S4 
Cessna Aircraft Corp.: models 190-195 series 
Sikorsky Division: H5G ’Copter 
Grumann Aircraft and Engineering Corp.: Mallard 


Military plane orders 


[Being er d under contract authorization in fiscal year 1949 budge eet] 





| Fractional 
horsepower 


| involved 


Company | soce | motors 


| 
Bell Airplane Corp | 9 HTL ‘Copters.__..........._| 9 
Boeing . 7 CS EET TT Withheld 
tg lll iat | Withheld 
_.| 10 B-47’s___ DEN Withheld 
| 28 C-97 Ax Con ee Withheld 
| 12 Model 1985's. mpacvel 12 
..| 36 T-20’s eS pe. ees 1, 800 
: | 30. RB ses. nt) SE PLE 11, 700 
J 240 
19 F7 7U “I's. 589 
sii deandiaithtihieom ids conse AD2’s and 3’s............ | 3, 560 
| 38 F3D-1's_. ‘SR epee Re Ts3 5 304 
2, 184 
2, 083 
300 
Withheld 
Withheld 
8, 564 








— Inspector of naval material, 1206 South Santee Street, Los Angeles 15, 
Jal 
To: Office of Naval Material, Code M57, Washington 25, D. C. 
Subject: Mission Electric Co., Pasadena, Calif., loan application, comments on. 
Reference : 

(a) CNM NTX R301455Z, to INSMAT, Los Angeles. 

(b) CNM Circular letter FSD: MPC:C/L 51-02 (a) MS7—DAR:1s of 

March 1, 1951. 
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(c) INSMAT letter EN24—-11/L4-1(JDE:gb) Serial 38190 dated March 22, 
1951, to CNM. 
Enclosure : 
(1) Mission Electric Co. letter to Chief of Finance, dated March 22, 1951. 
(2) Guaranteed loan data sheet, NAVEXOS-—3242, dated April 4, 1951. 
(3) Vard, Ine., letter to INSMAT, dated March 30, 1951. 
(4) Pacific Airmotive Corp, letter to INSMAT, dated March 30, 1951. 
(5) Miscellaneous data furnished by Mission Electric Co. 

1. In accordance with requests contained in reference (a) and (b) the fol- 
lowing comments are submitted in connection with loan application of Mission 
Electrie Co. 

2. The financial condition presently confronting the Mission Electric Co., was 
outlined briefly in reference (c). Enclosure (1) was sent at the request of 
Maj. Stephen Nesbit, Department of the Army, and contains information regard- 
ing the potential orders for defense requirements, a brief description of notes 
payable owed by the company and a list of contracts and purchase orders under 
prime contracts held by the company showing the dollar value of the uncom- 
pleted portions as of March 20, 1951. Total value of uncompleted prime and 
subcontracts is $322,835.88. It is noted that only three (3) prime contracts are 
held, totaling $20,499, all issued by Aviation Supply of Philadelphia. It is 
obvious that the backlog is predominately for subcontracts rather than prime 
contracts. 

3. Guaranteed loan data sheet NAVEXOS-—3242, enclosure (2) is filled in briefly 
to cover basic information required. Comments on the over-all situation are 
omitted from the form, and are submitted below. 

(a) The urgency of the situation is verified by the enclosures and was dis- 
cussed briefly in reference (c). Because of the delay in processing of the loan, 
the company has had to make partial lay-offs and if assistance is not forthcoming 
immediately, further reductions will be necessary. Hydro-Aire and Saval have 
been contracted and state that their production would suffer seriously in the 
event of a shutdown at Mission Electric and would set back their schedules as 
much as 6 months, Letters from Vard, Inc., and Pacific Airmotive Corp., copies 
of which are enclosed, further testify to the urgency. 

(b) Based on the experience of this activity and statements made by the 
prime contractors mentioned above, the quality of Mission’s production and their 
technical ability is considered to be good. Some rejections have been made on 
Mission products, but the nature and extent of the difficulties are not considered 
to be serious. The production capacity of the company is inadequate under 
present conditions due primarily to financial handicaps and lack of facilities 
both of which would be remedied if the loan application is approved. 

(c) Investigation indicates a shortage of suppliers of fractional horsepower 
motors in this area. Attention is invited to the statement of Vard, Inc., and 
Pacific Airmotive Corp., in this connection. 

(d) At the present time, because of the financial situation, the company is not 
accepting any new business or entering into any new negotiations. 

However, as shown in enclosure (1), pending orders amount to over $1,000,000. 

Nonacceptance of these orders by Mission would have a tendency to delay 
deliveries of end products by the prime contractors such as Vickers, Sylvania, 
Vard and others. 

4. It is noted that only 6 percent of the contractor’s backlog is represented 
by direct prime contracts. Relief under section 301 by assignment of proceeds 
from prime contracts would therefore be negligible. Advance payments against 
the undelivered portion of primes now held by contractor would also be insuffi 
cient to cover the financial needs as they now exist. Local banks have been 
contacted and have refused to make loans because of the lack of collateral and 
it is believed that RFC would refuse to make a loan for the same reason. The 
need for keeping this contractor in business is apparent, nevertheless, and it is 
the opinion of this inspector that accomplishment of that end is in the interests 
of the national defense. The urgency in making financial assistance available 
to the company is again expediting such assistance. 


Mr. McReynotps. We wish to take this opportunity to express our 
appreciation to the local Government agencies for their excellent co- 
operation in all our efforts: Naval Material Command, 1206 Santee 
Street—Mr. English; Air Force Procurement Office, Glendale region— 
Mr. Gordon and Mr. Laski; Los Angeles office, Department of Com- 
merce—Mr. Joseph Raguso. 
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I would like to sort of skip through, if I may, and have the time, a 
résumé which you can teal in detail later on of our efforts to get 
adequate financing. A good deal of the effort we have expended has 
been covered previously in the testimony I have heard here. 

We went to the Security First National Bank. It is our bank we 
have dealt with since we started in business, and we were politely re- 
fused on the ground the statement was too thin. We knew very well 
our statement was too thin for bank financing of the degree we needed 
to triple our output. 

We obtained this refusal largely as a matter of routine and were told 
to go through the RFC. We tried for a V loan through the bank and 
were turned down on the'same basis, that unless we could obtain some 
individual guarantor or group of guarantors, that would guarantee the 
loan to the extent the Government did not guarantee it—that that 
guarantor was required to have adequate liquid capital to cover the 
loan in case we didn’t pay it. If we could find such a guarantor, I 
don’t think we would need the bank. We would get it from the guar- 
antor personally. 

But the RFC application was made and turned down on the state- 
ment of inadequate statement, and that the RFC was still operating 
basically under the rules that they had operated throughout peace- 
time. So that we were unable to get anywhere there. 

Mr. Murer. Let me stop you a moment, for the sake of brevity. 
You have exhausted the possibility of getting the money from private 
enterprise and you are trying to get it from the Government and are 
experiencing some delay in getting it. 

Mr. McReyno tps. Yes. 

Mr. Meurer. They are still processing your application ? 

Mr. McReynotps. Yes. 

Mr. Murer. Let us see if there is someone here to help you get it 
completed. 

Mr. McReywnotps. I think we have everything the local agencies 
can possibly give us. They have been highly cooperative in every 
way. It appears to me that the thing that would break the bottle- 
neck would be to allow the local agencies to approve and handle them, 
rather than handling them through Washington, because they are 
flooded. . 

Mr. Mvuvrer. I think you are wrong about that. 

Mr. McKinnon. Mr. Bates, do you have any comment on this? 

Mr. Barres. Mr. Raguso is here. 

Mr. Racuso. My name is Joseph Raguso. I believe we have done 
about everything we can. The application is now pending back in 
Washington. It appears that the company is primarily a subcon- 
tractor. 

The impression I get is that the procurement officers back there are 
looking for the predominant agency in the Government that is inter- 
ested in his production. 

At the time the original application was filed it appeared the Army 
Air Forces was the principal recipient of these motors. And the NPA 
office in Washington sent a copy to the Army Air Forces to see if we 
could obtain their blessing as to essentiality of this particular product. 

At that time the Army Air Forces requested a brand new backlog 
of orders, as of that date, which was probably 2 months late. 
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Mr. McKinnon. Let me interrupt there. As I understood you to 
say, your primary contractor is supplying Navy aircraft or the Air 
Forces—— 

Mr. McReynotps. The difference is very slight. I believe there 
was around 52 or 53 percent Navy and forty-odd percent Air Corps 
and the remainder Army. 

Mr. Racuso. We got that conclusion back there. That was then 
turned over to the Navy Department to find out if they were inter- 
ested in this particular project. That is where the ——- now 
rests. It seems to be a toss-up whether the Army Air Force is going 
to sponsor this or the Navy is. 

Mr. Mutter. The Navy has 45 percent of the contracts, apparently, 
and the Army to the extent of 14 percent. The United States Air 
Force to the extent of 39 percent. 

Let’s get a little unity of action between the three and see if this 
man is entitled to something, and get it to him. 

Mr. McKinnon. Colonel Phillips, what do you do back in the 
Munitions Board? Does that come to your offices’ attention ¢ 

Colonel Pures. Not generally on that type of thing, sir. I would 
be glad to take it back, though. It is something for the three services 
to decide who has the primary interest in that company. That is the 
question that is holding it up. 

It appears the Navy does. It may be Navy at the present time and 
may be Air Force 2 months from now. 

Mr. McReynotps. That is very true. If they kick this loan back 
and forth every time the Army gets ahead of the Navy, and vice 
versa, we will never get anywhere. We have a large number of 
moderate-sized contracts. We have every few prime contracts, as 
stated in there, I believe [indicating]. We have some twenty-odd 
thousand price contractors remaining. We are subs, and sub-subs, 
down the line. The farther down the line the subcontractor gets, the 
thing—I don’t know whether it is fully realized in enough high places, 
but the farther down the line the subcontractor gets, the more money 
and contracts he holds up for the Government. One motor can hold 
a B-36 on the ground. We have been in the position of doing that 
time and again, where they have been expediting our claim. The 
whole amount involved may be $2,000, but it coma te grounding mil- 
lions of dollars worth of planes. 

Mr. McKtnnon. How large a loan would you need ? 

Mr. McReyno tps. $125,000. 

Mr. McKinnon. Under your plant expansion, what would be your 
volume dollar production in a year’s time? i 

Mr. McReynotps. I would say precisely $125,000. It may change. 
Our plant would be easily capable of producing over $2,000,000 a 
year without plant expansion. That is the expansion of payroll 
and inventory. 

Mr. McKinnon. $125,000 would take care of it? 

Mr. McReynotps. Yes. We expect to fully take care of a degree 
of expansion up to around a million and a half. 

Mr. McKinnon. That would take you off of your suppliers’ financ- 
ing? 

Mr. McReynotps. Yes. 

Mr. McKinnon. What are you paying for financing with your 
attorney ¢ 
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Mr. McReyno.ps. Twelve percent interest. That is far the most 
favorable. You would be surprised at some of the offers we have 
made us. 

Mr. Murer. You won’t stay in business long at that rate. 

Mr. McReynoxps. It is a high operating expense. 

Mr. Murer. Colonel Phillips, can you see Mr. McReynolds and 
Mr. Raguso and get a wire through to Washington, and tell them 
this committee would like to get an answer on this tomorrow / 

Colonel Putures. Yes. 

Mr. McKinnon. If you will, Mr. McReynolds, check through to 
Mr. Raguso tomorrow morning. 

Mr. McReynotps. Thank you. 


STATEMENT OF FRANK GAINES, OF GAINES C0., LOS ANGELES, 
CALIF. 


Mr. Garnes. My major problem is delivery of aluminum ingots. 
There are 356 primary sao required by the Armed fF orces in most 
of their aluminum castings for airplanes. 

Mr. McKinnon. You are in the casting business / 

Mr. Garnes. Yes. I was formerly in the commercial end of the 
business and M-7 of curtailed the use of primary aluminum in the 
given commercial price. 

With the reduction or allocation down to approximately 35 percent, 
or, rather, restriction to about 65 percent of the total amount of pro- 
duction under M-7, we converted over to military work about October 
of last year. 

We couldn't place under the regulations, as I understood them. 
I interpreted. it to mean that none of the prime aluminum suppliers, 
such as Alcoa or Kaiser, would accept yo me orders, other than DO 
rated orders for their primary metal. 

In placing these orders with them we had to—previously all the 
smaller foundries had to obtain orders with priority ratings on them, 
and in turn, place them with the prime suppliers. 

The deliveries from Alcoa and Kaiser, or Reynolds, at the time 
I initially placed those orders was about 60 days. I obtained more 
rated orders during the interim of November and December, which 
left a substantial backlog of DO-1 rated orders. I wasn’t able to 
get any material. 

I placed these orders with Kaiser, Alcoa, and Reynolds equally, 
because they were each supposed to accept a percentage of rated orders. 
During the time from October until March 30 I placed in excess 
of 190,000 pounds in orders I had received orders for ona AiResearch 
and various other Government suppliers, and I received 13,000 pounds 
of material, 

I couldn’t maintain my staff. I couldn’t maintain a working force 
in the plant under that type of delivery schedule. 

During the period from November until the last order I placed 
last month, about the 28th of March, the delivery schedule at that 
time had closed, until February 1952. If you will bear in mind the 
fact that we are not supposed to place these orders and rate them, 
except when we have rated orders to transfer on, in almost all our 
requirements from customers for the airplane manufacturers or their 
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subcontractors, they invariably call for delivery anywhere from 
2 weeks up to 60 days. 

The longest delivery I have required at the present time in the 
plant is about a 90-day schedule. They require immediate produc- 
tion, and all production be delivered within 90 days. 

It is pretty obvious I can’t buy aluminum. In other words, I re- 
ceive an order today for 20,000—an order requiring 20,000 pounds of 
aluminum. I place that with either of the majors and I get a com- 
mitment of February 1952. It is impossible to deliver it. 

On the other hand, I can’t stockpile aluminum and it would have 
been impossible, because there wasn’t any available. I can’t carry in 
my plant, under regulation, more than 60 days, and frankly I haven't 
had an ingot down there in a couple of months, other than what I 
borrowed from people I dealt with, and some of them were my cus- 
tomers that have left me metal. That is the only way I have stayed 
in business. 

Mr. McKinnon. Are the other subcontractors on aluminum cast- 
ings having the same difficulty ¢ 

Mr. Gatnes. The miners—by that I mean the smaller ones—I think 
the majors are having the same problem. I don’t think I am being 
particularly—I am not being picked on, or anything like that. | 
think they have treated me more than fairly all the way down the 
line. But I believe it is the general condition and a condition brought 
ahout by one or two factors, either the amount of material allocated 
to the DO rated orders has been insufficient to meet the actual de- 
mands, or that the amount of material that is scheduled about 7 to & 
months—obviously, if the requirements for production today and the 
actual deliveries possible is in February 1952, there is about a 10-m nth 
lag or 10-month variation in the correlation of the two. 

It is the only way it could be. If the original percentage allowed 
or allocated to defense orders were right, then we are off that much 
schedule. It is a general condition. I think if there were more of 
the foundry men here of the smaller type of plant, you would find 
that to be a very acute situation and a very general condition, after 
it gets below about five companies here. 

Mr. McKrxnon. Of those top five, is it favoritism, or have they 
been historical purchasers ¢ 

Mr. Gaines. Yes; they have been historical purchasers and have 
been in business of quantity yurchases over a long period of time. 

Mr. McKinnon. You wef c say a problem like yours and similar 
people isn’t a matter of any favoritism, but is just a matter that there 
isn’t enough aluminum and the orders are being allocated—— 

Mr. Gaines. I don’t think it is favoritism. I find in my case it is 
hard to go to any specific group of procurement, the Navy or Air 
Force or the Army. Most of my contracts—and I would say 75 per- 
cent of them—are Army Air Force subcontracts, and | believe about 
25 percent are Navy. 

So we go to my first step in trying to get help on procuring mate- 
rials, which was to go to the local Army Air Force, Mr. Martin John- 
son, who has been very helpful, but he has no real power to act, appar- 
ently, to obtain any relief. 

I mean, if you are sitting there with a plant of about 30 people on 
the payroll and you don’t want to lose them—and we have been there 
many times down to one ingot in the place, and the only place we have 
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been able to get it is to call the customer up and say, “How about 
borrowing some more metal?” This is the only way we have operated, 

The deal is kind of shaky so far as a business operation is concerned, 

Now, I can say this: That I applied through Army Air Force during 
October, November, and December, and I got nothing. I had placed 
orders with these companies, and I didn’t even receive a schedule back 
from two of them. Alcoa gave me a schedule of when they would 
ship their first scheduled shipment for pe order placed in November, 
which was January, which helped me a lot. 

I placed an order for 10,000; they gave it tome. The same month 
I placed an order for 45,000 with Reynolds and 45,000 with Kaiser, 
and 45,000 with Alcoa. Alcoa gave me a scheduled delivery of June, 
July, and August. Reynolds didn’t schedule me in at all. Kaiser— 
they cut my order back to about 2,000 pounds per month, 

At the time, I had approximately 190,000 on backlog of pounds re- 
quired for immediate delivery. 

Mr. Mutrer. You had DO's? 

Mr. Gaines. DO ratings, all of them. 

Mr. Muurer. Where did your customers get the metal they lent you? 

Mr. Garnes. In the case of my prime customer, they have a foundry 
of their own and they were doing some of this work and transferred 
from sand casting—I am in the permanent mould business. It is a 
little higher production field than the sand field, so when certain jobs 
become practical to convert over to permanent mould, they do so. 
They operated sand ; only when they converted this sand over to some 
of these jobs, over to permanent mould, I got the jobs and they took 
it out of their own production allocation they have obtained and lent 
it to me. 

Mr. Muurer. You may be in a bad way, but at the same time you 
got better treatment than Mr. Friedman did. 

Mr. Garnes. At least. I have been in the business a long time and 
I know a lot of fellows in it, and they have helped. It is the only 
way I have existed. This last month I shipped about 50,000 pounds. 
Every bit of that metal, with the exception of 10,000, was borrowed, 
which I have to pay back as soon as my allocations begin to work. 

I finally went to NPA. I went to them in December. I was told 
to go back to the Air Force, so I went back to the Air Force. I was 
then told to go to Lieutenant Kearney of the Air Force at Wright 
Field. I contacted him, and he was being hit over the head by every- 
body in the field for the same purpose. 

I finally got back through and I was told I had to go to Washing- 
ton to get a directive issued in NPA there. I obtained the services of 
an attorney back there, to go and make application. We got that. 
[ got a directive for 30,000 pounds issued for April delivery, and it 
is issued against Alcoa. O. K. 

I got a notice yesterday, or, rather, this morning, I would get 26,000 
pounds. I have already gone in debt over that. I am in over about 
50,090 or 60,000, At the same time I had received a schedule, in the 
interim, from Reynolds for a delivery of 10,000 without a directive. 
But I got the directive for 30,000 from Washington in the same week 
that I received notice of that. And I was informed that the 10,000 
I originally had scheduled and had committed to ship, that another 
directive was issued in Washington to pull that off. 
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It isa little bit contrary. I don’t know—I was given to understand 
that the Atomic Research Commission pulled out about two million 
rer of ingots, so they issued directives to pull the 10,000 off of me. 

couldn’t quite understand that, because I have dpe practically no 
aluminum since I have been in the business. Yet, other companies 
are around here and it would seem it would be more logical to pull a 
directive on a fellow that had one hundred thousand a month i 
in, and at least let the guy that, hasn’t any maintain a crew. It woul 
just seem logical that that would happen that way. There are com- 
panies here, much smaller than my operation, that are in a much worse 
position than I am. 

Mr. McKrnnovn. I believe there is a Mr. Bell who operates an alu- 
minum foundry here and who wanted to testify, and perhaps while you 
are testifying in that regard it would be well to have Mr. Bell come 
uP, also. I think he has a problem that maybe will throw additional 
light on it. 

Mr. Bell, will you step up here, please, sir. 


STATEMENT OF STANLEY F. BELL, STRAIT-LINE-PRODUCTS, 
COSTA MESA, CALIF. 


Mr. Bett. I request that personnel working on defense orders or in 
MRO work be given authority to originate DO-97 orders to enable 
them to buy tools to perform that work. 

Jobbers in return could replenish their stocks by issuing these orders 
to manufacturers. 

At the present time very few firms are assisting their employees in 
obtaining the tools they need. 

The product we manufacture is a mechanic’s tool used in engineer- 
ing work and construction to enable a mechanic to quickly draw a 
straight line up to 50 feet in length. 

These tools are largely used at Navy and Army bases, as well as in 
aircraft manufacturing plants, telephone companies, water pipe line 
construction crews, shipyards and on all types of construction work. 

Our request is for a larger allocation of the secondary aluminum 
alloy of which there is an abundant supply. 

It is impossible for us to maintain our present crew with the small 
amount of alloy allowed us under regulation M-7. 

Each time we shut down the plant, allowing the dies to cool, we have 
a loss of material that must be reheated and recast. 

There are no large defense plants operating in this area to absorb 
our employees when we are forced to shut down. 

My problem is not one of supply. We use what is called a 480, 
secondary aluminum, of which there is an abundance. 

Our suppliers have it and did have it during the last war. It accu- 
mulates as prime aluminum is used. Ours is made from the scrap, so 
there is no scarcity of our material. Our problem is not to ex the 
allocation of the cut-back on M-7 to 65 percent of what we are legally 
allowed to process. 

We have the orders. We manufacture a tool which is used in engi- 
neering work, construction work, for the drawing of an extended 
straight line 50 or 60 feet. It is not somethin that is bought by 
Douglas Aircraft or the various manufacturers and issued to their men, 
but the men desire it and we have shipped to many of the Navy bases 
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and the Army bases in small quantities, without DO’s, because that 
was back at a time—and now when our men a the stores to 

urchase it they are not allowed to give a DO. erefore, we do not 
have DO’s to cover above the 65 percent that we can use legally and 
process. We have the orders. 

I have an order from Honolulu that I am holding back because no 
DO is on it. I know it will be used in construction of Army depots 
or whatever they are building there. 

I have an order from Alaska where there are 126 men, of which 
2 had our instrument and more wished it. I contacted my jobber 
in Seattle and asked for a DO. They do not have a DO. It can’t. 
be originated by the purchaser himself, who is a small mechanic. 
Therefore, our problem is merely one to keep from breaking the law. 

We have the orders. We a 30 people—20 women and 
10 men—and we can only operate about 15 days a month. If our dies 
are cooled and stand and we start them up and heat them up, we de- 
stroy about a fifth of our product before we can heat them up. There- 
fore, we suffer that loss. 

What I am asking is that either the men that buy our product be 
allowed to originate a DO and turn that through the jobber. Before 
coming up here I visited California Hardware and Andrews Hardware 
and a ed them if that was a problem with them and definitely it is. 
They are depleting their shelves of micrometers and tools they cannot 
replace, and the men are there with bona fide Government work and 
they can’t buy the tool because of no DO. 

A DO means immediate delivery or 30 days’ delivery, and without. 
it, it is about 30 days ahead. The men are withoyt the tool and they 
need it. There is no set-up to give them that service. 

During the last war Douglas and Lockheed and various ones had 
their own tool supply and purchased under WA-1. Outside of that 
the man carrying a badge, showing he was a worker and worthy, a 
man with a badge could step in and show the badge and he was given. 
AA-—1 and the man could replace that with the jobber. 

The stores are depleting their stocks and we have orders for them in 
excess of materials, but we will break the law if we process enough to 
fill our orders. 

Mr. McKinnon. You have the material available but can’t use it? 

Mr. Bex. It is available. I only ask for about 5 tonsa month. I 
will exceed that if business increases. 

Under the law we are allowed to process about 3 tons. It runs about 
$30,000 a month—it is a small business—and then it is largely a matter 
of assembly work rather than the quantity. Each asticle uses about 
5 ounces of aluminum. The rest is twine and gearing and the work. 

It is manual labor. If we let our labor go, there is no factory near 
there to absorb them and they will probably drop back on State relief, 
which has been the case. The minute I let out somebody I get a report 
from the State to ask if they are qualified for State relief. It is 30 or 
40 or 50 miles to another job. 

Mr. McKixwnon. Your problem is having sufficient material but not. 
having DO orders? 

Mr. Bet. Yes. 

Mr. McKrynon. And your problem is you do not have the material, 
but—— 
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Mr. Garyes. I am squeezed between the two of them. This plant 
I own was primarily a commercial item plant. It was aluminum 
cookingware. M-7 didn't affect that, but with the commercial metal, 
I don’t know whether your Board is familiar with the price condi- 
tions that exist in the aluminum ingot business or not. 

What has happened is the heavy demand, all the prime sources, 
such as the majors, are filling, 1 believe, every pound they can. They 
are going way over their requirements, so for as metal to DO alloca- 
tion is concerned. They can’t meet the demand from their end of it 
and still stay within their percentage requirements on it. They are 
going over on that end of it, from what I understand. 

It is sold at about 20% cents a pound. On the commercial side, 
secondary is available in large quantities. Most of them have it 
available tomorrow if we could use it in defese work. The last quo- 
tation I received with 3514. There is about 75 percent difference 
in the price. 

From that end of it, I had to pull out of any commercial end. I 
am not competitive in that particular field. I went into this DO 
business—I mean the defense order work—because it indicated at 
that time there was quite a requirement over the facilities available 
in this area. 

Now, the extreme problem that I have been up against is that you 
can’t use secondary and meet the specifications set out by the Armed 
Forces for their requirements, so you have to use primary. 

The lag between them—lI received a purchase order for Boeing 
Aircraft that they require—I got ten orders this week. The re- 
quirements were 3 weeks’ delivery from the receipt of the purchase 
order. I had no metal in stock, and I went up to Mr. Johnson of 
the Air Force and I said, “Look, what do you want me to do with 
these things—send them back to Boeing and tell them I can’t meet 
the damn delivery requirements, or take them and try to fight for the 
metal ¢” 

He said, “Take them and fight the battle through and let’s get it.” 

I did. I accepted the orders on that basis, knowing at that time 
the schedule. I turned around and placed an order to cover that 
material required by delivery, which would be next year. 

Mr. McKinnon. Have you been able to make the deliveries up to 
date? 

hess Gaines. I have made them by stretching the devil out of 
them, 

Mr. McKinnon. You have met delivery dates? 

Mr. Gawes. I met them within 30 days. 

Mr. McKinnon. Do you have any questions, Mr. Mansfield? 

Mr. Mansrieip. No. 

Mr. McKinnon. Mr. Multer? 

Mr. Muurer. No. 

Mr. McKinnon. Mr. Hill? 

Mr. Hiww. No. 

Mr. McKinnon. Mr. Offutt. I guess that comes under his divi- 
sion, does it not, Mr. Bates? 

Mr. Bares. Yes. : 

Mr. Gaines. May I ask the committee to consider, and this is one 
think I have difficulty in trying to pin down, and that is who could 
cut the deal to get the material. In other words, who could we go 
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to, whom could a manufacturer in the aluminum business in this par- 
ticular field, who could we go to directly and get an answer, instead of 
saying, “Well, we are going to try to do it. e are doing everything 
we can. We have no power to really act. We can’t do anything?” 

Mr. McKinnon. One of our major problems is this: That the alum- 
inum production is pretty well fixed for the immediate future, al- 
though expansion is coming along in the foreseeable future. 

The stockpiling program affects the military requirements program, 
as it has been estimated, leaving a very small amount of metal for 
civilian usage, unfortunately, to my way of thinking, and the require- 
ments or the allocation to civilian usage is far over what is available 
for civilian usage. 

Somebody is trying to kid the people if they tell them other than 
the fact that just so much is available for civilian use. There is 
nothing so bad as being kidded. 

Mr. Gatnes. Why issue a DO when it is a piece of paper? 

Mr. Mansrievp. I think that is what the chairman has in mind. 
He wants to get you and your colleagues, with some of your figures, 
together with the NPA and thrash this thing out. 

r. Gatngs. I would like to suggest one thing. 

Mr. McKinnon. Go ahead. 

Mr. Gatnes. Inasmuch as the prime sources of purchasing here 
are two forces, the Air Force and the Navy, they are important so far 
as our type of business is concerned, so why can’t some individual 
in each one of those outfits, one in the Air Force and one in the Bureau 
of Aeronautics, and the Navy, why can’t they be given some power to 
where they can ask for and get this stuff? I mean, they know the 
emergency situations. They know whether they are kidding or not. 
They can come and look at my plant and look at the orders. They 
know the contract numbers. They know whether the program is 
important to them or not. 

f they could have one guy with plenty of power to walk in and say 
“Yes” or “No,” there wouldn’t be any kidding on our part or any of 
the rest of the guys in my business. 

Mr. Mutter. That means the Government has to step in and requi- 
sition all these items. That is the last thing that Government wants 
todo. I think we can do it through the agencies we have set up, and 
if you will sit down with the NPA men and work this out, as you get 
the orders you will get the material, with their assistance, and [ think 
it will work out. 

If the time comes when you can’t get it, the Government may have 
to step in and requisition all this material needed for defense. We 
don’t want to do that, except as a last alternative. 

I think, if you men sit down with the NPA representatives, you will 
get the help so that you will be able to fill your defense orders. 

Mr. Gatnes. That is a question that has been kind of tough to 
answer, when you get down to the place where you lay them off today 
and you have no answer for the next 2 months, it gets a little rugged 
to operate. ¢ 

r. McKrnnon. I suggest, Mr. Gaines, that you and Mr. Offutt 
get together and see what can happen there. I think your testimony 
today can probably help us a lot in getting some of this allocation 
straightened out. 
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Mr. Motrer. I think Mr. Bell needs some help there on these DO’s 
which he needs, so that he can supply these tools, which he is willing 
to supply, which the effort needs. 

Mr. McKinnon. Otherwise you will be out of business. 

Mr. Betx. We have had very helpful cooperation here and in filling 
out the prescribed reports to Washington. We are down to case No. 
1946 in my application. for material, explaining and listing the differ- 
ent bases I have shipped this material to, and we are waiting for 
an answer. 

Now, my problem is merely operating until the 15th of the month, 
and after that then I will be breaking the law if I operate the rest 
of the month. Can TI get that answer so that I may buy the aluminum 
that is available and lyirg there, not asked for by others, but must I 
shut down or have I the possibility of continuing to operate upon the 
allocated amount cf aluminum which is being asked for by others? 

Mr. Mvurer. Hove you discussed your problem with the repre- 
sentatives of the NPA here in town? 

Mr. Beit. Yes; but the answer must come from Washington. We 
have case 1946, and have been for a couple of months. I shut down 
mis od last month and I cannot operate over 15 days of this month. 

he aluminum lies there for me. 

Mr. Mansriexp. If I may interject, I am quite certain, as a result 
of this meeting with the NPA this gentleman will have his answer 
long before the 15th of the month. 

Mr. McKinnon. Thank you, gentleman. We will give your prob- 
Jems due consideration. 

That covers the morning schedule, although we have had a number 
of people that have come in this morning who did not get registered 
with us yesterday or the day before, who would like to testify. We 
want to take care of them. We have a schedule set up for this after- 
noon of people who have reserved time for this afternoon. 

Our procedure this afternoon will be to take care of these people 
who are listed this afternoon and then we will stretch the meeting on 
into such time, and sufficient time, we hope, to take care of these other 
people who have come in and mahotsrn 4 some time to testify before 
the committee. 

If we were a regular House or Senate committee, we would take 
the normal 2-hour lunch period, but because we are small-business 
men, too, we are going to follow the action of small-business men 
and adjourn for 55 minutes for lunch. 

Mr. McCormick. I am privileged to represent the Office of Price 
Stabilization in this meeting, and I might point out that Mr. Miller, 
one of your fellow citizens, has brought to us a case that I think is 
very important. 

Actually, the case boils down to this: We are in the process of writing 
a general manufacturer’s regulation in Washington. It has not been 
published. The industry committee has met and has made their 
recommendations. 

I might say on that mdustry committee are actually represented 
small-business men. Mr. DiSalle, having a history of a small-business 
man, has seen tothat. The act provides for that. 

The general press order, as you know, was put in on January 25. 
The results of that are apparent. There has been a slowdown in the 
increase and cost in the 28 major items. Dun & Bradstreet indexes 


reflects a slowing up of cost. 
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We are now at work writing these individual regulations to allow 
business to operate as normally as possible. There is nothing in this 
act or in the minds of anybody in Washington in which they desire 
to force a business out of business or harm a business. 

These regulations they are working on today will allow for nor- 
maley. Mr. Miller has presented a problem, and I hope this after- 
noon to present to the committee and the record a very graphic detailed 
explanation of his particular position and industry, which represents 
small business. Actually he is doing a splendid job for all small 
business. He is acting really as a small-business advisory committee 
here. His problem, if it is not answered by the new regulations to be 
issued in the next few days, will be taken up, Mr. Chairman, under 
the provisions of the act which exist, that his case will be treated as a 
specific case and if aid is needed, it will be given. 

I think he is pretty well convinced as to that. 

(Whereupon, at 12:10 p. m., the committee recessed, to reconvene 
at 1 p. m. this same day ) 


AFTERNOON SESSION 


Mr. McKinnon. We will call the meeting to order. 

Our first witness this afternoon will be Mr. Gertsch, of Gertsch - 
Products. 

(No response.) 

Mr. McKinnon. Richard King, of Custom Designer Co. 

( No response. ) 

Mr. McKrxwnon. Max Feingold, of Hotcan Corp. 

( No response. ) 

Mr. McKinnon. Mr. L. D. Webb, of the Aircraft Industries Asso- 
ciation. 

(No response. ) 

Mr. McKinnon. Mr. Gilbert, of Gilbert, Nissen & Irwin. 

(No response. ) 

Mr. McKinnon. Mr. Henneberg, of Printing Industries. 

(No response. ) 

Mr. McKrynon. Mr. Miller, of Rezolin, Inc. 

(No response. ) 

Mr. McKinnon. Bert Schireson. 

( No response. ) 

Mr. Moksnsce: Mr. Louis Oppenheimer, of The Californian. 


STATEMENT OF LOUIS OPPENHEIMER, THE CALIFORNIAN, 
LOS ANGELES, CALIF. 


Mr. McKryxnon. We will allot you 5 minutes. 

Mr. Orrenunermer. I have been awarded a contract in December. 
Fm thing was left lying on the desk in the Air Force Base in Dayton, 

i0. 

The problem is this: Since that time a shortage has arisen and prices 
have gone up in this particular item of 30 percent. They expect me 
to make deliveries on this particular item and it cannot be done. I 
will lose money. They tell me it isa critical item. 

The only way I can do it is to use my own raw material, which is 
a chamois filter, and it will take more than I have available. 
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Mr. Mcurer. You could get the item when you made the bid ¢ 

Mr. Orrpennermer. That is right. 

Mr. Murer. And by the time they got the bid to you the material 
was gone? 

Mr. Orrennerer. Yes. 

Mr. McKryxnon. What date did you make the bid ¢ 

Mr. Orrenuermmer. Fifteenth of December, last year. 

Mr. McKinnon. 1950? 

Mr. Orrennermer. Yes. 

Mr. McKinnon. You got the award when / 

Mr. Orrennermer. Mailed the 14th of February in Dayton, Ohio, 
and got it about the 17th. 

Mr. Hu. Three months later? 

Mr. Orrenuermer. Yes. Now they tell me it is a very critically 
needed item. I can’t get it. I am late on deliveries. 

Mr. Hitz. Could you when you made the bid have gotten the 
material ¢ 

Mr. Orrenuemer. Sure. I have evidence here to show what I 
based my bid on. It is all available to those people here. Now it 
isn't. 

Mr. McKinnon. Colonel Higgins, are you familiar with this order? 

Colonel Hiearns. No; Iam not. I would like to take a look at this, 
take a look at it and talk to this gentleman. 

Mr. McKinnon. Are you penalized for not delivering the order / 

Mr. Orrrenueimer. As yet I am not. 

Mr. McKinnon. What ‘do you do in cases like this, where the price 
has gone up in the interim, make adjustments on that ? 

Mr. Orrennetmer. Normally not. 


Colonel Hiecins. He has an epperenaing to state the period in which 


the bid is opened. Any time during that period we exercise our 
option to accept it. 

Mr. Orvennemer. There is no way of making an adjustment. 
Here is a letter I received last week | indicating }. 

Mr. McKinnon. At the time you placed the bid, was there an indi- 
cation of how long it would be before the contract would be awarded ? 

Mr. Orrenuermer. No, sir. 

Mr. McKinnon. You didn't know? 

Mr. Orrennermer. No indication whatever. 

Mr. McKinnon. Now you are faced with the alternative of either 
having to take the thing at a loss or returning the contract with the 
inability to fulfill it? 

Mr. Orrenuerer. That is right. 

Mr. McKinnon. You would suffer no loss by doing that. 

Mr. Orrennetmer. So far as clauses in the contract—in the con- 
tract there are clauses, and so far as they are concerned I will. They 
can sue me for the difference, whatever they have to go on the open 
market and buy it for. 

Mr. Huw. If they sued you, how could they get a jury to decide 
against you in a case like this ¢ 

Mr. Orrennetmer. That I don’t know. 

Mr. Hixx. I am not a lawyer. 

Mr. OrreNnuEIMER. Neither am I, 

Colonel Hicerns. There is no escalation clause in it. The invita- 
tion was open as to the number—as to the date to be accepted, and I 
don’t know what date you put in. 
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Mr. OrrenuerMer. 28th of December. 

Colonel Hicerns. Did you agree to an extension ? 

Mr. Orrenuermer. No; they didn’t ask for an extension. 

Colonel Hicars. If it wasn’t awarded until after the 28th of De- 
cember you don’t have a contract 

Mr. Orrenuermer. I don’t quite understand. 

Colonel Hicerns. Unless you got an extension beyond that time. 

Mr. McKrxnon. He has a contract, if he wants to fulfill it. He is 
not obligated by the contract 

Colonel Hicerns. If he quoted a final acceptance date, the 28th 
of December, and they did not accept until after that, it is no contract. 

Mr. Hut. Is that in there? 

Mr. McKinnon. It is a 30-day—— 

Colonel Higerns. This is the invitation with the award. 

Mr. Orrenuetwer. Award attached to it. 

Colonel Hicerns. The award is dated 14th of February. Your 
quotation is not here. We can’t verify what the acceptance date was. 

Mr. Orrennemer, I have it at the office. 

Mr. Mansrrevp. May I suggest that this gentleman get together 
with Colonel Higgins and Colonel Fickling and go over this matter 
and see what can be done. 

Mr. McKinnon. Why don’t you get your additional papers and 
your contract award, and Colonel Higgins will be here all afternoon, 
ool suggest you go to your office and get those papers and come 

Cc 

Mr. Mansrtevp. Either Colonel Higgins or Colonel Fickling. 

Mr. McKinnon. Yes. They will both be here. 

The next witness is Stanley A. Hayes, of the Hayes Spray Gun Co. 

(No response. ) 

Mr. McKinnon. We are working too early for some of these péople. 
We will go to the list of people coming in without a specified time. 
Laurence J. Stevens, of Larry’s Boys’ Club and Summer Camp. 

(No response. ) 

Mr. McKinnon. Meyer Sherman. 


STATEMENT OF MEYER SHERMAN, AMERICAN METAL SPECIALTY 
CO., INC., LOS ANGELES, CALIF. 


Mr. Suerman. The problem we are having is being able to bid 

on the bids in time. We send away for bids, and a particular one was 

due on the 27th in W: ashington, and we received—I mean in Brooklyn, 
and we received it on the 27th in Los Angeles. 

A similar one emanated out of Washington, D. C., asking for 
830,000 tanks for rockets. That was due on the 27th and we received 
it here on the 26th. 

I spoke with a man in Washington—I don’t recall his name—and 
he told me there would be no one in Los Angeles who could help me. 

It is due on a certain date and they mail it out so close to that date 
that it takes 4 or 5 days to be received here, and it is at a time we can’t 
even bid on it. 

Mr. McKinnon. They gave you how many days on the contract to 
bid. from the time it was sent out, your deadline date? What was 
your deadline date? 
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Mr. Suerman. The deadline date is the 27th. They mailed this 
on “9 22d from Brooklyn and it was received in Los Angeles on the 
27th. 

Mr. McKinnon. What office mailed that out? 

Mr. Suerman. The Armed Services Medical Procurement Agency. 
The other one emanated out of Washington, for the rocket ta 

We have another thing that goes on. We received cards, one from 
the Medical Department and another one from Ordance, which was a 
letter, I think, stating that they only — 350 bid copies for the 
whole United States for anyone to bid on, and when we sent in the 

uest for the bid they said there wasn’t any more available to us. 
r. McKinnon. We have Capt. R. H. Thompson here, who is from 
Army Ordnance, who may be able to help us. 

Captain THompson. Where did you get that information from, first 
of all? 

Mr. SHerman. One was from the Ordnance Division. 

Captain THompson. Where, back there or from a district? 

Mr. Suerman. I believe I have the envelope here. 

Mr. McKrnwnon. He has one here that was mailed by the Medical 
Procurement Division of the Department of Army, postmarked March 
22 at 6:30 p. m., from Brooklyn. 

Captain Tuompson. That would be for medical services. 

Mr. McKinnon. With the deadline date of March 27. 

Captain Tuompson. That would be out of our jurisdiction. That 
is the Medical Division. 

Mr. Suerman. One was from the Department of the Army Ord- 
nance Corps, for tank, automotive thinner-—— 

Captain THompson. That is back in Detroit. 

Mr. Suerman. Yes. 

Captain THompson. You should immediately contact the district 
officer. That is what we are here for. It is the Los Angeles Ordnance 
District in Pasadena. 

Mr. Suerman. This is the first time I received one from them. I 
received two cards. I haven’t them at the present time. Several I 
have already thrown away. 

Captain THompsn. I will tell you something of our way of oper- 
ation, if you desire. 

Mr. McKinnon. Go ahead. 

Captain Tuomeson. It will just take a minute. We have a district 
office out here where we represent the Chief of Ordnance and all the 
ordnance officers. When they want to procure an item they send it to 
us and then we post it, like an invitation for biding. 

We havea bid room in Pasadena which is open to the general public. 
They can come in there any time. In fact, through the chamber of 
commerce and all around—I mean, anyone that has dealt with Ord- 
nance, they know the whole set-up. They come in and look at the bids. 
If they have legitimate facilities we give them extra bid forms. We 
give them the drawings. In fact, if they can’t read the drawings or 
the prints—and you would be surprised the number of people that 
come in that can’t—we even have engineers that go over the prints 
with them in as much time as can be allowed. : 

They then take those bids and take them back to their facility, or 
else, if they can estimate them there, we have a room for estimating 
them, and they take the bid when it is complete and mail it back to 
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the procuring arsenal. Whether they get the award or not is up to 
the arsenal. That is usually based on a competitive basis. 

Mr. McKinnon. Every facility is provided here for bidders that 
would be provided, in this instance, with a Detroit facility. 

Captain Tompson. Yes. That is, nationally advertised bids. 
They go out to every ordnance district and are disseminated there. 
We can’t mail out thousands of forms to people. The size of the bid 
list-—— 

Mr. McKinnon. The cost would be prohibitive. 

Captain Tuompson. Yes. If you made up a tremendous mass of 
bid forms and prints it would cost more to advertise that than the 
item would cost itself. The expense of going through the processing 
and so forth would be prohibitive. 

We do have an original copy there in our office, and if the man 
wants to bid on it and we are out of extra bid forms, we usually get 
anywhere from 5 to 10 bid forms with the item on it—we have blanks 
that we can give the man and let him fill out on the blank form, and 
if we have the personnel available at that time we go so far as to type 
up the bid form right there and hand it to the person. We give them 
every service possible. 

Mr. McKrynon. That is news to you, Mr. Sherman ? 

Mr. SuermaN. It certainly is. 

Captain THomrson. We have a complete set-up out there just to 
facilitate this type of thing. This is the first complaint I have heard 
along that line. 

Mr. McKrxynown. Captain Thompson, you have a bidders’ list on the 
items you are procuring ? 

Captain THompson. We don’t maintain a standard bidders’ list. 
That would come out of the arsenal. Once a man gets an award on 
a bid, he goes on a bidder list at the different arsenals. They then 
take it in sections and go down the line. 

Mr. McKinnon. There are a lot of people in this gentleman’s situ- 
ation, looking for bids. Here they will get bids or invitations to bid 
from various organizations throughout the United States, but they 
don’t know of the good facilities of your office here. 

It came out that condition is true up in San Francisco and it is 
coming out in other centers where we are holding these hearings. 

Captain THompson. We have gone quite far along that line. Nat- 
urally, in business, when people are aggressive, they will go out and 
a out, as a rule, about those things, in ordinary business life, civilian 

e. 

We go one step further. I have made talks at chambers of com- 
merce meetings and industrial meetin 

Colonel Broberg has disseminated all types of information to the 
newspapers and made speeches. 

Your chamber of commerce has a synopsis of the awards, and things 
in process of being procured, and, naturally, that flows through our 
office also. 

Mr. McKrxwnon. I wonder if it wouldn’t be a practical idea for the 
various military procurement offices, upon the bid invitations, to mail 
out with that a little mimeographed or printed statement to the effect 
that if you don’t have the drawings or they need additional informa- 
tion to contact their nearest procurement office, wherever it is, who will 
have the drawings and facilities for assisting them. 
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Perhaps if they even made an independent mailing, at all these 
arsenals, to all the bidder lists, it would certainly save a lot of money 
and at least get better bid returns and be worth the cost that it would 
take for that one mailing. 

Captain THompson. The one way I believe they look at it along that 
standpoint is that we do have an office here. We havea bid room which 
is posted completely as the bids come in, and they are put on the walls. 

Ve even go so far as to write the item on the bid, so the man doesn’t 
have to comb through the bid form itself. 

If this gentleman wants to manufacture something for the medical 
services, obviously he wouldn’t be interested in making a gun tube for 
Ordnance. It will be listed, whatever it is. He can run right along 
the row of bids and pick out what he is interested in. 

As I say, this is open to the public. This is the first complaint 1 
have had. I happen to be the Chief of the Competitive Bid Section 
and therefore I know about it. I am there every day and we handle 
a lot of people. 

Mr. McKrxwoy. I wish to compliment you on your facilities and 
the way you are running them. I think it is a very helpful service. 
It is apparent to me, from the testimony I have received and the talks 
I have had with small manufacturers, that a lot of people don’t know 
those facilities are available. I think it is up to the Army and other 
military procurement services to give a little notification to the effect 
a prospective bidder can come to a particular specified office in his 
locality and secure that kind of assistance. It is a fine thing to have. 
We want to enlarge the scope of service by letting the people know it 
is available. 

Captain Tuomrson. The only drawback there is that the only man 
that would know that would be the man, of course, that would happen 
to get the bid direct from the contracting arsenal. Otherwise, that 
would be very limited on that. But I think it is a good idea. 

Mr. McKrxnon. On your bidders’ list going out, eventually you 
are going to circulate your whole bidders’ list. 

Captain TuHompson. Eventually. It would seem obvious to me that 
if a man made a bid once—because, if he does get the award, in the first 

lace, the final negotiations with the contract are made at our office. 
he Ordnance inspectors work out of there. 

Mr. McKinnon. This man doesn’t know about it. That is per se in 
itself that you are not advertising it widely enough for people to know 
about it. 

Mr. Suerman. On this particular bid, we will say you are in an area 
where your office is located—we are within a 2- or 3-mile radius—but 
that you cannot come to the office, and you get the publication from 
the Department of Commerce stating what the Government needs, and 
you send away for it. Aren't you entitled, as a citizen of the United 
States, to have a copy and specification for the particular item, with- 
out having to go to your office? That is using the same initiative-—— 

Captain Tuomprson. You mail in to us—— 

Mr. Suerman. It was mailed direct to the office itself. 

Captain Tuompson. I see the Congressman’s idea clearly. I think 
it is a good suggestion. That is another way of advertising it. 

Mr. McKinnon. That is right. 

Captain Tuomrson. I think it is very good. But I am surprised 
still—and I don’t mind saying it—that you don’t know there is an 
Ordnance facility out here. 
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Mr. Suerman. I became aware of it in the past week. We sub- 
mitted bids to Chicago. You can’t do a darned thing with Chicago. 
You get a bid in—no specifications or anything. 

The closest availability for specifications would be Oakland, and 
they don’t have an adequate supply. Then you have to write back to 
Chicago for it or try to pick up between the Navy and Army—the 
Navy and Air Corps, what they may have in their section for specifi- 
cations. 

Captain THompson. I will assure you this: You come out to our 
office in Pasadena and spread the word around, like we are doing at 
every opportunity, and you won't have a bit of trouble getting the bids 
right there and the drawings and the whole works. 

Mr. Suerman. The thing to be brought out is the fact—take like 
the tanks for the rockets. They are important. Isn’t the question, to 
take and send out a certain amount of bids, that you are trying to find 
someone who is capable of doing that, important? Whether there is 
one or a hundred thousand people who are capable of doing it, the 
idea is that the Government should get to those people. They are 
interested in getting the price and getting the thing manufactured. 
They have something to do right now, and it is defense. 

Mr. McKinnon. Mr. Sherman, in defense of the military procure- 
ment sections, under our free enterprise system, the businessman him- 
self is expected to use some initiative in getting out and finding the 
place where he can get an order. That goes in private business and 
we can’t expect the Government to be very much diffierent from private 
business. It is your responsibility to take the initiative and get out 
and get these orders, the same as the Government, and to look out 
to see that they get the best channels and other sources of supply. 
You have got to exercise your initiative, also. 

Mr. Suerman. I got a letter from a company by the name of 
Haynes in New York. They asked me to send them a bid. They had 
their own bid form. It was a bid on a couple of hundred coffee jugs, 
insulated jugs, for themselves. 

The information they had on there was an exact copy of a military 
specification. I checked with the Navy and there happened to be 
three letters, “A. U.S.,” on the top. I asked them what that meant. 
They said, “Wherever those three letters are, they are the letters for 
the Navy office in Philadelphia.” 

I wrote them and asked them whether they had any bids going out 
on jugs. They said they didn’t know anything about it. 

Here is a man asking for a bid on a Government specification and 
yet I couldn't find it. I had been all over the Navy office, trying to 
locate where it originated. The man there said the only place was 
Philadelphia, because it happened to have those three letters on the 
top. 

I couldn't find the bid. I got a letter from Philadelphia on a plain 
piece of paper just stating that they had no bid of that sort there. That 
is all it was. 

Now, if we can’t get the bids on time—we are getting bids through 
other sources. They are making the prime bid and we are not getting 
them altogether. 

Mr. McKinnon. The time lag on bids is something that has been 
very serious. We are trying to tighten that up and see if we can’t 
work that out to a better solution. It is a problem to a lot of people. 
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This is just one more piece of evidence on this medical procurement 
office of the dates and the time element, completely eliminating the 
source of supply out here on the west coast. 

As soon as our committee back to Washington that is one of 
the things we will take up with the top military amy ge officers. 

Mr. Suerman. Just one other thing that I would like to mention and 
that is that we had a bid from Chicago with renegotiation, or what- 
ever you want to call it. We had a rise in the price here. We sent 
them back a letter stating we had a rise in the price and asking 
whether they would compensate us for the difference. 

They said they would not. They said, “You have got the bid and 
that is the way you are going to do it, or we will give the bid over to 
the next lowest bidder, who is over $100 over your bid, and you will 
have to pay for it.” 

Mr. Beksanen, That is one of the things brought out just a mo- 
ment ago by the man that just preceded you. 

Mr. SuerMan. I came in a little late. 

Mr. McKinnon. That is outlined pretty much in the terms of your 
bid. 

Do you know, Mr. Mansfield, how to get around that? I mean, 
the Government has to take a contract within a certain limited time at 
fixed prices—— 

Mr. Mansriecp. Mr. Chairman, the conditions attached to it are in 
the bids sent out. I would like to say, on the basis of what Captain 
Thompson has said, that I think his office is doing a very fine job 
here and using all available means of publicity to get the word out 
to the businessmen about the awarding of the bids and the like, and 
the possibility of contracting in various lines of endeavor. 

It looks to me as if when they do bid they had better read the fine 
print, as well as the large print, to see what they are bidding on. 

Mr. Suerman. We read the fine print in there. You can say, on 
the time, that you have up to 60 days, to allow them to decide whether 
they want the bid or don’t. Say we do give a 60-day time limit, and 
at the end of the 60 days Washington says, “We are going to allow 
steel to go up 2 cents on a pound,” what are we supposed to do in the 
meantime, if we get the bid in at that time? 

Yet, on here, it states, “Do not violate the covenants against con- 
tingent fees.” There it says it, right on the top [indicating]. That 
means you may as well not bid on it, unless you are a friend of some- 
one somewhere. 

Mr. Mansrrevp. What do the other bidders do? 

Mr. Suerman. I have my ideas and so do a lot of other guys. 

Mr. Mansrtevp. Do they go into the black market ? 

Mr. Suerman. I won’t say they go into the black market. You 
and I know, if we have a friend, he will be a little lenient with me, 
more so than someone else. Or someone may a source of material. 

I mean, I just can’t figure out a way. I am not the only one up 
against it. i have spoken with other people. They are in the same 
category. 

Mr. Mansrietp. How many people do you employ in your busi- 
ness ? 

Mr. Suerman. At the present time six. 
Mr. Mansrtevp. What do you ordinarily employ ? 
Mr. Suerman. Regularly we employ 12. 
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Mr. Mansrtevp. Do you belong to any businessmen’s associations 
or groups that could be able to—— 

Mr. Suerman. None outside of the chamber of commerce. 

Mr. Mansrtevp. Does the chamber of commerce send out informa- 
tion relative to matters like that which Captain Thompson has dis- 
cussed this morning, so its membership can know the facilities are 
available in Pasadena and elsewhere ? 

Mr. Suerman. It does in the Mobilization Digest, and also pub- 
lished a book covering all the purchasing agencies. 

Mr. MAnsrIe.p. You don’t recall reading in the Chamber’s pub- 
lication any statement to the effect this office was in Pasadena and was 
open for business ¢ 

Mr. SuerMan. I[ looked at that booklet in the past week. Normally, 
I just looked at their pages they had available, sone what the Gov- 
ernment needed, and I mailed directly to the origination of the bid. 
That is all I did continually. 

I felt the only way to do is to work with the office that originates. 
There you can get results. 

Mr. Mansrievp. You have undoubtedly got friends in business who 
are likewise interested in war contracts. Is that what they do, too? 

Mr. Suerman. Well, I don’t know what they do to get their con- 
tracts or how they go about it. I just know how I do it. But the 
thing is, I know what kind of trouble I have. That is the only thing. 

I don’t try to evaluate their doings or anything else. I just go 
about my own business. 

Mr. Mansrieip. That is all, Mr. Chairman. 

Mr. McKinnon. Mr. Hill? 

Mr. Hitz. No. 

Captain THompson. Mr. Chairman. 

Mr. McKrwnon. Captain Thompson. 

Captain THomrson. Speaking of the bids, once a man is in our 
office we make out a facility file on it, whatever he makes, and it is 
listed on our commodity file which is open all the time. 

Should the arsenal want to make a request as to a certain item, we 
go to the listing, and the man pretty well qualified to do it gets a 
shot at it, I guarantee you that. 

In your case it was some item, you say—you employ six men, and, 
naturally, you couldn’t undertake or be expected to undertake a big 
project. 

Mr. SHerman. No. 

Captain TuHomrson. That is one reason these competitive bids are 
good. A lot of those things are small items where these people can 
bid on them and come out good on them, and they can handle them. 
That is the way we handle the system. That is the way we handle it 
out there. 

I know we get a lot of out-of-district letters we answer. 

A man will write in to the Chicago district or the arsenal somewhere 
and want information on certain things or that they want to get on the 
bidders’ list. That is shot back to us, a carbon copy of it. They send 
a reply direct to the man from there and we channel it from then on. 
We send a letter out in this area and tell him what our complete 
set-up is. 

I have men coming in there day after day and they make out their 
facility listing and go right back there—or, if the bid is put up on that 
same day, they come in and put in a bid on it. 
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Mr. SuHerman. I bid on $3,000,000 of work out of Chicago, and I was 
capable of doing it. We did a job here at McCormack Hospital at 
Pasadena. There was Glickman from back east and Weber Showcase 
and Emil Brown, large outfits, there. If you were to go and look at 
their facilities you would say they were qualified to do a certain 
amount of work. 

Emil Brown at that particular time had some 200 men working for 
them, only 3 or 4 of whom were qualified to manufacture hospital 
equipment. The qualification is not by the size of the shop but the 
ability you have in the organization itself. 

Captain THompson. That is all taken into consideration when they 
make a preaward survey of your place. 

Mr. SuHerman. We found it isn't the case. 

Captain THompson. I can’t speak for the Medical Services, I can 
speak for Ordnance. 

Mr. McKinnon. Unfortunately, we have no one here from Medical 
Services. 

We will consider this time lag, and see what can be done. We 
appreciate having you here. 


STATEMENT OF CLARA B. STUDLER, S & D ENGINEERING CO., 
BURBANK, CALIF. 


Mrs. Srupier. I am Clara B. Studler, and this is Mr. Studler [indi- 
cating }. 

We manufacture the Hollywood Vita-Rol which is a heated massage 
roller and our customers report it as being very effective for spot reduc- 
ing, constipation, insomnia, aches and pains, poor circulation, and 
tired feet. 

Several doctors began to recommend the Vita-Rol, and one doctor 
insisted that we submit it to the AMA for approval. This we finally 
did, and after 2 weeks a representative from the Pure Food and Drug 
Administration appeared on the scene and asked us many questions 
which we answered. A month later they seized our merchandise in a 
large department store in Dallas, Tex., without any warning or 
explanation. 

After much trouble and expense we finally learned that they ob- 
jected to our booklet which only stated facts as per the information 
given to us by our many users after 2 years of research and trial. 

Anyway we were advised not to fight the Pure Food and Drug 
Administration but to comply with their wishes. So we agreed to 
rewrite the booklet under their supervision, which cost $3,000 besides 
the loss of artwork and literature and a delay in our distribution 
program for approximately 6 months. 

After receiving their permission to reprint the booklet according to 
their agreement, which eliminated uses such as “spot reducing,” “con- 
stipation,” “insomnia,” and “poor circulation,” we took the whole lay- 
out, art work, and copy back to their office and asked them to review 
the matter to be sure there was nothing wrong with it before complet- 
ing new plates. They were reviewed and we were told to go ahead. 

We asked for a written O. K. but were told they never gave anyone 
an O. K. in writing. So, thinking we could depend upon the word of 
those who represented our Government, we printed the new booklets 
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and relabeled all of the stock, then advised the Pure Food and Drug 
Administration who sent out a representative to examine the relabeled 
stock. He gave us-his verbal O. K. and said not to ship the stock until 
we had received an O. K. in writing. We waited coverdh weeks but none 
came, so we called again asking for their written O. K. 

Again we were advised that they did not give written O. K.’s but 
that we could get a copy of our exoneration from the United States 
district office. This we did and made photostat copies to send to our 
stores that required a copy. 

As soon as we had their verbal O. K. on the relabeling we sent a sup- 
ply of the new booklets to each store and a letter advising them to re- 
move all old literature and to replace it with the new. Some failed to 
comply so we sent a second notice. 

Then the Pure Food and Drug Administration seized the Vita-Rol 
stock at Gimbel Bros. in Philadelphia. We found that Gimbel Bros. 
had failed to exchange the literature and we sent them a copy of our 
exoneration and suggested that they ask for permission to relabel with 
the new booklets that had been sent them but they had failed to ex- 
change them. This was done and the Pure Food and Drug Admin- 
istration ruled that we must rewrite the booklet again because they 
objected to the word “figure” massage. 

In view of these facts we have no assurance that they will not go on 
and on firding fault with our booklet in each and every district of 
the United States. As it is they ruined our sales and if we have to 
exchange our literature again no store will want to continue selling the 
Vita-Rol. Therefore, it seems to us that they are deliberately putting 
us out of business because the Vita-Rol is interfering with someone's 
business who has a pull with the Pure Food and Drug Administration. 

As proof of that statement we submit copies of ads that are running 
regularly in magazines on similar devices that are claiming many more 
benefits than even our original booklet claimed. If it is wrong for one 
manufacturer it should be wrong for all. We therefore protest such 
discrimination and ask that you investigate the Pure Food and Drug 
Administration which is unfair to small business. 

We want you to know we are members of the National Federation 
of Independent Business and have submitted this matter to Mr. George 
J. Burger who is vice president of that organization. Mr. Burger feels 
that we do, definitely, have a right to make this appeal and that we 
have not been given a fair deal by the Pure Food and Drug Admin- 
istration. 

In addition to all the complaints you have heard this morning, we 
have one that is a little peculiar, perhaps, compared to the others. To 
us it means just as much. 

We tried defense work and lost on everything we tried, so we decided 
to go ahead with our civil product, that is, our civilian product, so 
long as we could get materials. So we are still getting materials all 
right, but it seems that the Pure Food and Drug Department has made 
up their minds they want to put us out of business. We have tried 
every way possible to cooperate with them, to the extent that it cost 
us $3,000, as I pointed out in my statement, to reprint our literature 
under their supervision and also receive their exoneration, of whicl 
I have a copy. 

Now they are claiming that the booklet they approved is not the 
booklet that they told us we should print. We took the lay-out, the 
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art work, a copy of everything down to their office and showed it to 
them the day before we printed, and said, “If there is any correction 
to be made, please tell us now, because it is expensive to make up plates 
and art wake and lay-out, and we cannot afford to make up one 
and have our product seized in the field.” 

So they gave me the O. K. orally. We asked for an O. K. in writing 
and they said, “We don’t give O. K.’s in writing. You have to take 
our word for it.” 

I said, “Well, I hate to do that, because I don’t want any more 
trouble like this,” because we had gotten into this not knowing we 
were violating any laws of America, and we don’t think we did, but 
they said we had, so we had to take that decision. 

hey said, “When you have these booklets completed, you call us 
and we will send out an inspector who will look at your product 
labeled, with these booklets.” 

So they did this. We called them up and they sent their inspector. 
He said, “Everything is in order. I am giving you my verbal O. K., 
but you wait for a written O. K.” 

So we waited 3 weeks and got no written O. K., so we called. They 
gave us the same excuse again, “We do not give out anything in writ- 
ing as an O. K. on your literature.” 

“Well,” I said, “what can we do?” 

He said, “Go ahead and get a copy of exoneration from the district 
attorney.” 

We got the copy of the exoneration and we sent it to our stores that 
had been attacked by the Pure Food and Drug, and also we sent out 
a letter asking all the stores to change all old literature and put in 
the new. 

Well, of course, we couldn’t go around and do it for every store in 
the United States, so we had to depend on them. We come to find out 
that some of them didn’t do it, so we sent out a second notice and told 
them if they did not change the literature we couldn’t be responsible 
for their stock. 

Our representative has been going around, and she still finds stores 
that haven’t changed, or made the change. Anyway, they seized 152 
of our products, which is a Vita-Rol, if you would like to see it. This 
is it [indicating]. They seized those at Gimbel’s at Philadelphia. 

We found out that Gimbel’s didn’t change their literature. We told 
them to just present the new literature which had been approved, and 
that they could relabel the stock and go ahead. They presented the 
new literature, which had been approved, and they still said, no, that 
that was not the booklet and that we were just claiming that. There- 
fore, they would not accept the new literature, even though they had 
what had been approved by them. 

Mr. McKinnon. You are talking now about Philadelphia, a dif- 
ferent office than Los Angeles. 

Mrs. Srupter. That is right. It is Federal, so it should be all over 
the United States. If we have to go through that in every district in 
the United States, we can’t stay in business. 

Mr. McKinnon. Mr. Mansfield ¢ 

Mr. Mansrtexp. I am sorry we do not have a representative of the 
Pure Food and Drug Administration here. All I wish to be able to 
suggest is to take this up with the Pure Food and Drug Administra- 
tion on our return to Washington. . 
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Mrs. Srvpier. I went down last week and they gave me permission, 
they agreed they had told me that was the booklet and had inspected 
our product with that booklet and said it was O. K. 

ey said, “Unluckily, we made the decision ourselves and didn’t 
submit it to Washington.” 

Of course, I couldn’t be held responsible for that. I had to take 
their word for it. 

Mr. Mansrtetp. Could you give the committee the names of these 
two individuals? 

Mrs. Srupier. I don’t want to cause anyone to lose any jobs over 
the thing. 

Mr. Takibtans. After all, they are representatives of the people 
and they made certain promises. I think we have a perfect right to 
know their names and official positions. 

Mrs. Srupter. Mr. McRae and Mr. Rowe are the two gentlemen in 
the local office that approved it. 

Mr. Mansrrevp. They are both officials of the Pure Food and Drug 
Administration ? 

Mrs. Srupier. Yes. 

Mr. Mansrtetp. Could you tell the committee at approximately 
what time they wee at, the date? 

Mrs. Srupter. The latter part of November, because we went to 


ress about that time, and I would not go to press, even though they 
ad given their word to go ahead, until I took 
there. 
Mr. Mansriecp. November 1950? 
Mrs. Srupier. That is right. 
Mr. Mansrrevp. On the basis of their oral declaration to you, you 


the whole thing down 


sent out this new literature? 

Mrs. Srupter. That is right. 

Mr. Mansrtevp. To as many stores as you could, in order to comply 
with what you thought they had asked you to do? 

Mrs. Srupter. Yes. I sent to all the stores, even though they hadn’t 
ordered anything, I sent the new literature to every store we had 
on our books and asked them to change it. 

Now they are claiming the new literature is not right. Nobody 
can go through that experience—— 

Mr. Mansrtiecp. Who is claiming the new one is not right? 
> re Srupter. The Pure Food and Drug Administration in Phila- 

elphia. 
r. Mansrrevp. But not Gimbel’s? 

Mrs. Srupter. No. Gimbel’s is with us. They are as anxious to 
get their stock released as we are. 

No small business can go ahead and have their literature attacked 
in Peg # = sarin district in the United States. 

Mr. McKrynon. Now, your stock in California, for instance, or 
in other States where the new literature was attacked—— 

Mrs. Srupter. First they seized it in Dallas, Tex. That is when we 
were told, “It is no use to fight them. They are going to have their 
way. It is just like trying to fight with a shadow or ghost, so you 
might as well be agreeable.” 

ir. McKinnon. Was that Dallas incident before the Philadelphia 
one { 
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Mrs. Srupter. Yes. That is when we agreed to rewrite it, to satisfy 
their taste. 

Mr. McKinnon. By November you had? 

Mrs. Srupier. That is right. 

Mr. McKinnon. Then you printed the literature, and before the 
literature was printed and distributed they again looked at the litera- 
ture ¢ 

Mrs. Srupter. They looked at it and went through every box, to see 
that we put the new literature in. 

Mr. McKinnon. When did that happen ¢ 

Mrs. Stupier. December. 

Mr. McKinnon. And they gave you a clean bill of health on that ¢ 

Mrs. Srupver. I think it is right there | indicating]. We had to pay 
some extra charges. It cost us over $3,000 to rewrite the booklets to 
their taste. 

Mr. McKinnon. What is your gross annual business / 

Mrs. Stupier. Right around $100,000. 

Mr. McKinnon. This one incident cost you 3 percent of your gross, 
right off the bat. 

Mrs. Stupter. That is right. Since then we haven't done anything. 

If I have to rewrite another booklet and tell them all these stories, 
to throw that one out, I don’t think they will even try to sell it any 
more. 

Mr. McKrynon. I understand that when you printed your first 
booklet that was seized in Dallas, it had been submitted to them for 
their approval? 

Mrs. StupLer. No; because when we started to make the product we 
were told the only thing we had to have was a U. L. label, which we 
got. 
We went through the expense of having it labeled exactly like they 
would want it done and got their approval before the stores could 
handle it. We thought we had everything that was necessary. No 
one ever thought that an electrical appliance would be under Pure 
Food and Drug. Would you? 

Mr. McKinnon. I am not qualified 

Mrs. Srupier. I wouldn’t. When they came out and began to ask 
us a million questions, why didn’t they tell us then and there our book- 
es was wrong, and “we will help you rewrite it”? They didn’t do 
that. 

They asked the questions as if they were trying to find out where 
the stores were, so they could go and seize the product, instead of 
saying, “Your literature is wrong. Let us help you rewrite it.” 

I would have appreciated that. We were just starting then. 

The unfortunate part of it is, it looks like, according to all the 
ads I read in the paper, that there are so many people going ahead and 
claiming things that they won't let us claim at all. 

From the very beginning—we didn’t get started with the stores 
until October of 1949—we had been experimenting with this item, and 
had been experimenting for about 3 years. So many of our friends 
and relatives, who will tell you the truth if anybody would, said that 
it was an ideal item and everybody would like it, and we were missing 
a good opportunity if we didn’t put this on the market and let people 
get the use of it. 
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So, after having testimony here and there and everything from 
people that liked it for this reason or that reason and the other reason, 
that is the way we wrote our first book, by putting in the things that 
people said themselves that used it, that it would do for them. 

en the Pure Food and Drug said we had to take that and every- 
thing out—they took out everything, stripped it down naked. And 
after that they still objected. I don’t get jt. I don’t think it is fair 
to small business. 

Mr. McKinnon. Mr. Hill? 

Mr. Hut. I was going to ask what that thing does. That bothers me. 

Mrs. Srupter. Well, you plug it in and let it heat for about 10 
minutes, when you are getting ready for bed at night. You massage 
your body any place you want, your feet and legs and back of your 
neck, if you have tension or have nervous headaches. Anything you 
can use heat and massage for you can use this. 

We have had doctors recommend this and use it in their offices. If 
they are open-minded to physiotherapy, they will use it. If they are 
not, they don’t. 

After 2 years our own physician, whose name I don’t think I should 
call, because the AMA get on them if they recommend anything, in- 
sisted we send this to AMA. He said, “It is worthy of approval from 
AMA.” 

We sent it in, and 2 weeks after we sent it in we got struck by Pure 
Food and Drug. A lot of people I talked with say that is where it 
begins. They don’t want anything on the market that a person can 
use at home, if it will keep them out of the doctor’s office. 

Mr. Hux. Suppose you didn’t say anything about it, but just put 
jt on the market and passed it around by cama of mouth; what could 
they do? They are selling yoghurt all over the country. Is that copy- 
rig’ ted or patented / 

Mrs. Stupier. I don’t know. I understand Gayelord Hauser is 
being sued for his blackstrap molasses. 

Mr. Huw. Your trouble doesn’t come from your article, but from 
what you said. 

Mrs. Stupier. If you can’t tell the truth about your product, how 
would you sell it ¢ 

Mr. Hux. That is where they have you. Your difficulty really 
arises from what you say. 

Mrs. Stupter. Yes; but when we changed it to what they said we 
could say, they still objected. 

Mr. Hu. That was one branch or group. 

Mrs. Strupter. It is all the same outfit. 

Mr. McKrnnow. I think I can well understand your feelings in 
the matter. You think when you deal with a man who represents a 
certain department and he gives you his word, that he should still 
stand by his word, and so should the department, even though he may 
have made a mistake, but his boss should stand behind him. That is, 
his boss in Washington should stand behind him. 

I am an employer of salesmen. If aman of mine goes out and takes 
an order, and the order comes in and it isn’t right, we certainly stand 
behind the order. I might pull the man in and call him down for 
something he did in connection with the order. But you feel, if you 
can’t depend on what they tell you, what can you do? 
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Mrs. Srupter. They won't give you anything in writing. I have 
talked to several he rb and they have had the same ex- 
rience. I think it is time somebody got to the source of trouble. I 
think the Pure Food and Drug could be very valuable. 
The thing I am complaining about is that when you go to them why 
es wet a little helpful, as an agency, instead of trying to drag 
ou down 
Everyone I have talked to said that couldn’t come under Pure Food 
— Drug. I don’t think so, either. How it does, I don’t know, but 
it does. 
I have written Dr. Dunbar so many letters, I guess he is mad at me 
by this time. ? 
ee McKinnon. When we go back to Washington we will go into 
that. 
Mrs. Srupter. I will appreciate anything ou can do. 
In the meantime, what do we do, go out of business? We have cut 
down to about six and I can’t keep them much longer. 
Mr. McKixnon. We will work on-this just as fast as we can. 
Mrs. Srupter. Thanks. 


STATEMENT OF NEIL C. NORTON, APEX MANUFACTURING 
LABORATORIES, SOUTH PASADENA, CALIF. 


Mr. Norton. My problem is an electrical lawn edger and hedge 
clipper I introduced on the market last June. This item was planned 
to be manufactured in San Juan, P. R. The premises were leased, a 
172-foot factory was leased there. In August we started setting up 
our plant. 

Then the Korean situation came to a head and the Puerto Rican 
Government at that time assured me, through the James B. Little Co., 
who were their United States representatives—or that so far as the 
economic development was concerned here in the United States, that 
1 could or would have the necessary priorities to keep this factory 
going in San Juan. 

In December I went down there to open up the bank account and 
do everything necessary to start this corporation in operation in 
January. 

In January I went down there, and while on my way these directives 
came out from Washington and all the supplies were cut off. Un- 
fortunately, I use aluminum, rubber, copper, steel, and grease-seal 
bali bearings in my product. 

I have an bass Luar inventory of about 14,000 units, and before 
I left San Juan I went to the production authorities there, to see if I 
could get that inventory balanced so that I could get out my invest- 
ment which, at the end of December, was over $73,000 and at this 
time is over $100,000, of my own personal money. 

The problem is that I do—I had planned to transfer over to elec- 
tronics, as far as terminal lugs are concerned, which is a peacetime 
commodity as well as a wartime commodity. It is heavily used. 
Millions and millions and millions of them are used. I planned to 
do this in San Juan, P. R. . 

Now I have no more—I do not have the necessary funds to transfer 
over into war work, so far as these new products are concerned, unless 
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I can liquidate some of my inventory. But I cannot liquidate any 
inventory unless it is somewhat balanced. 

Now, I have had the opportunity to get certain components. For 
instance, grease-seal bearings retail at about $1.95 apiece. I use two. 
They wholesale at around 87 cents apiece. The OEM price, which is 
the original equipment manufacturer's price, is 43 cents. The price of 
my item is, naturally, wrapped around the OEM price. If I am 
forced to pay $1.25 or $1.50 for each bearing, my item immediately 
jumps up, too. 

I can’t get bearings on OEM price. I can get very few at any price. 
What bearings I can get are in quantities which I am not able to 
finance at present. 

I have only $10 in each unit, and 10,000 units, for instance, which 
—- again, or, rather, $1,000,000. I don’t have that kind of 


I can’t get the bank to floor this inventory, like they do new cars 
and so forth, nor can I get certain warehousing companies, because 
of the commodity necessity, copper wire and bearings—I can change 
over from an aluminum handle to a wooden handle. There are vari- 
ous things I can do. It isn’t a question of keeping going. It is a 

uestion of balancing the inventory so I can liquidate enough cash to 
} a the necessary transferring over, so that I can operate so far as 
wartime products are concerned. 

I have no problem getting work. I can get all the work I can 
possibly do. In fact, there aren’t enough organizations doing this 
type of work, anyway. It is highly specialized and takes special 
equipment which I have and will have more of, providing I can get 
myself out of my hole. 

Mr. McKinnon. How do you feel that this committee can be of 
specific help to you ? 

Mr. Norton. Well, if my inventory could be balanced in some man- 
ner, so I could reduce my inventory and get the money which comes 
with that reduction, I am then solvent, so far as having cash is con- 
cerned, so I can do this financing of my transferring over. 

I am not asking for money. If I cannot transfer over I will have 
to ask for money. 

Mr. McKinnon. Mr. Mansfield ? 

Mr. Mansrrevp. I am interested in the reason why you chose Puerto 
Rico instead of California for your new business. 

Mr. Norton. Well, I chose Puerto Rico because I suspected this 
world-wide situation. In the business I am in—I am also a consulting 
psychologist, and our statistics showed that was coming for some 
time. I thought that would be a very good place to be, so far as labor 
was concerned, in this particular electronics field, because it takes 
that type of mind to do this litle minute work. 

Mr. Mansrtetp. Did the Government of Puerto Rico guarantee you 
gs - exemptions ? 

r. Norton. It isn’t a question of guaranteeing. That is a ques- 
tion that is automatic. That isn’t my problem now. 

Mr. Mansrte.p. I am after some inioomation now. 


Mr. Norton. That was my original intent, so far as business was 
concerned, 

Mr. Mansrietp. You have a favorable labor supply, which is un- 
derstandable, and then you had a special tax situation, tax-exempt 
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situation, created by the government of Puerto Rico for all businesses 
that will come down there, is that correct ? 

Mr. Norron. Not all, certain ones only. A question of the type of 
business, what percentage is free from taxation—— 

Mr. Mansrtetp. As I understand your remarks, you are having no 
difficulties really at the present time. 

Mr. Norton. Yes; I am having difficulties. I am solvent. It is a 
question as to how long I can remain so. 

In other words, I must transfer—there is no question about having 
to transfer over into defense work. It is also a desire on my part. 

Mr. Mansrrevp. There is nothing specific that I can see that this 
committee can do in this particular instance. 

Mr. Norron. Well, yes. I have no DO numbers of any kind. I 
can't buy anything, a nut or a bolt, unless I talk someone into it. 

Mr. Mansrrecp. Your business is in Puerto Rico? 

Mr. Norron. My business is here. I have never operated in Puerto 
Rico. I operated here. 

Mr. Mansrtevp. Didn’t you buy a certain amount of floor space 
down there ? 

Mr. Norton. Oh, yes. 

Mr. Mansrretp. But you haven't 

Mr. Norron. I have done no manufacturing there; no. 
is Mr. Mansrtevp. Are you talking about a business here or in Puerto 

ico? 

Mr. Norron. My business I started, I introduced this item on the 
market last June. I spent over a year promoting it, to see whether 
the public would acept it, and the public has accepted it. Therefore, 
it was feasible to start this venture there. 

Then, in the process of starting the venture, that is, down there, 
just as I was getting it going—in fact, as I say, I had shipped mate- 
rials there and I did not even open the boxes, but I nti = put new 
labels on them and sent them back. It is that material I am operating 
on. I have no new material and have no hope of getting any. After 
all, people who have DO’s can’t get materials, as you hear yourself. 

Mr. Mansrietp. How many people are you employing at the pres- 
ent time? 

Mr. Norton. Right now I only have two. I had easily geared 
myself for 150 or 200 people, but that, of course, is out of the question. 
There is no point in even dreaming of such a thing, under the cireum- 
stances. 

Mr. Mansrterp. That is all, Mr. Chairman. 

Mr. McKnynon. Mr. Hill? 

Mr. Hix. Yo. 

Mr. McKrynon. It seems to me, Mr. Norton, that your problem is 
one that many, many other businesses have. 

Mr. Norron. Oh, yes, definitely. 

Mr. McKrxnon. } oe that is that you are still in civilian economy 
business. 

Mr. Norron. And desiring to transfer over. 

Mr. McKinnon. That may be so; but your problem is a matter of 
getting enough material to go ahead and complete your civilian 
business. 

Mr. Norton. It isn’t a matter of completing. 

Mr. McKrywnon. Balancing your inventory. 
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Mr. Norron. Keeping myself alive until I can make this transfer. 

Mr. McKinnon. That is something I don’t think our committee 
‘ean touch. Your problem is one of getting enough material in a 
civilian line. 

Mr. Norton. That is right. 

Mr. McKinnon. When there isn’t enough material at the moment 
for even military economy. 

Mr. Norton. That is my problem, to overcome somehow or other. 
T can’t do it alone. T need some assistance or advice—— 

Mr. Mansrretp. I don’t think we can give you any advice today. 
We have to sit down and study it, and take it up with the staff in 
Washington. We might be able to write you as to something that 
may be done. There is nothing we can tell you. 

As was indicated, we are not a legislative body. We are here to 
find out what the troubles are and make recommendations for cor- 
rections. Some we can correct right here on the ground. 

Mr. Norton. I don’t doubt but that businessmen in the country are 
having a problem. If we can’t remain solvent for a change-over—we 
can only remain solvent during sales. If we have nothing to sell, we 
can’t change over without financial assistance, no matter what source 
that is. 

Mr. McKinnon. That is only one piece of sympathy. Right at the 
moment you are not alone, unfortunately. 

Mr. Norton. I understand. 

Mr. McKinnon. All right. Thank you. 


STATEMENTS OF STANLEY A. HAYES, HAYES SPRAY GUN CO., 
AND JOHN BENZEL, ROSS SPRINKLER CO., PASADENA, CALIF. 


Mr. Hayes. I guess our problem is typical with most everybody 
else here. Our problems are not like the previous gentleman’s, that 
had a lot of work 

Mr. Hitz. You have a business now? 

Mr. Hayes. I have a business now operating. 

Mr. Hr. What do you mean by “spray guns?” 

Mr. Hayes. We make garden sprayers for killing insects injurious 
to plants. 

Mr. Hitz. Not for paint? 

Mr. Hayes. No. We are having the same trouble that other people 
are in getting materials in order to manufacture, and we are unable 
to get any contract work to do in our shop. 

We have orders and we are restricted so far as price control is 
concerned. T don’t know whether that has any bearing here or not 
on the OPS. where our prices have been substantiated. However, our 
jobbers and our dealers cannot buy from us because their catalog 
prices are less because it is a seasonal business. They haven’t bought 
any of our product during this increase in price because of the season, 
and now we can’t sell to them. 

However, we can manufacture if we can get the materials. We are 
still getting some materials but the prices are higher and going higher, 
so our prices are frozen to us, and yet the cost is not frozen, and vet we 
cannot sell the item after we manufacture and neither can we get 
any contract work or subcontract work. 
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I guess we are a lot like most of the other people sitting in the room. 

Mr. Benzeu. I am with the Ross Sprinkler Co., and according to the 
order we are not supposed to manufacture any more sprinklers. I 
was wondering sometimes in Washington if they realize just all the 
different types of sprinklers that are manufactured. We manufacture 
152 different types and classify them as lawn sprinklers. We are not 
supposed to use brass, zinc, or alumium except for working parts. 
1 would like to have a little clarification on sprinklers. 

I have some catalogs on sprinklers to show where the working parts 
are. 
Since we are going to convert over, we can’t find any work of our 
kind. We have an average of 17 employees and we are now down to 6. 
I have been to the Air Force procurement office here. They stated 
they would come down and check our shop. They haven’t. 

Anyway, they give me these booklets and I am supposed to read the 
articles [indicating]. 

Mr. McKinnon. When did you go to the Air procurement office ? 

Mr. Benzet. About a month ago. We also got the A and E award 
in the last war. 

Mr. McKinnon. What did you turn out in the last war? 

Mr. Benzev. Quite a few things. We worked with Caltee and 
worked with Aero Jet and worked with Leland 

Mr. McKrynon. All subcontract work ¢ 

Mr. Benzev. Yes. We did do that type of work; yes. 

I was going to say, also, we went down to the Navy procurement 
office. They did come down and inspect our shop and said it was 
fine and dandy and we would get some work. ‘That was 2 months ago. 
We sent in our qualifications, and at that time this gentleman wasn’t 
there [indicating]. Some lieutenant was there and said they liked 
the set-up and they would send someone down and after the O. K.’d 
the shop we could come up and look at the bids. 

I have gone to all the different subcontractors we had before. They 
have the same story. They haven't had anything yet. I can give you 
the names of them. 

We manufacture agricultural sprinklers. In my opinion, and so far 
as the farms are concerned, it is vital to the war effort. You want to 
conserve water, and it has been proven around here, especially—I don’t 
know about back East—they do use the sprinkler system here for 
agriculture to a great extent, and it is going to handicap and curtail 
to some extent the growing of necessary foods we need. 

Mr. McKinnon. Your spray guns, Mr. Hayes, are they for agricul- 
ture, for trees or gardening ! 

Mr. Hayes. For gardening, primarily, for home use. We had priori- 
ties the last war and made them—we did the work for the Army and 
Navy the last year. We have been told, as soon as the Goverment can 
release money, there will be work. We have been told that for 9 months. 

Mr. Mansrrexp. I think it ought to be brought out, so far as the 
moneys appropriated being spent by the Armed Forces is concerned, 
they really didn’t begin to appropriate in any sizable amounts until 
last January. I sn ath, the amount for January is about $5 





billion. As time goes on more work is going to be let out, and I think 
that will take care of some of you people. u 

Mr. McKinnon. We were told yesterday there will be $5 billion 
put out by the military procurement this month and next month and 


the month to follow. 
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Mr. Hayes. I hope the Navy gets some of it. 

Mr. MansrFietp. I am sure Navy can take care of itself. 

Mr, Benzev. We are under these NPA laws. We are allowed a 
certain amount of material. For instance, in our particular instance 
we are allowed 3,000 pounds a month of zinc. In January—we have 
to keep track of that, and it is very easy to keep track of. In January 
we got 1,/00 pounds and in February none. In march we got 1,700 
pounds. 

We can get zinc if we pay 50 cents a pound when the regular price 
is 23. We understand that is legitimate because a lot of these people 
have, during the time that price was set—they had their prices at 
43 and 47 cents a pound—I mean during a certain period between, I 
believe, December sometime to January 21 of this year. Since they 
had their price it was perfectly legitimate for them to charge it. 

My gosh, when we make a little item out of that, paying 50 cents a 
pound for it, we would go out of businesss fast. We can’t do it. 

Mr. Hayes. I would like to say something about that. The legiti- 
mate price of zinc is 2214 cents a pound. The rest of it has gone 
through some promoters, until the price has gone up to 46 to 65 cents a 

vound. You can’t walk out of here and buy 100 pounds at 22% cents. 
ut you can go downtown and buy 100,000 pounds at 65 cents a pound. 

We have had our die castings made for some 12 years in the same 
spot. We got an increase of 9 cents since January, which is an 
88-percent increase. We can’t pass that increase along. I don’t know 
whether you gentlemen are interested in OPS— 

Mr. McKinnon. We are very much interested in OPS and very 
anxious to do anything to prevent this scaling of prices by these pro- 
moters. 

Mr. Hayes. Our competitors have told me they have a ruling out of 
Washington that the legal department set their price. We set our 
price, too. We didn’t set the price we sell to the jobber. We set the 
retail price, which is more or lend a fair trade price across the United 
States. You can buy our sprayers in Delaware or Miami or Portland, 
Maine, or here at the same price. The discounts come down from the 
dealer, also the jobber, from that price. What we sell it for, that 
price was established before January 25—their prices were—so they 
got a ruling out of Washington stating, where the jobbers or the 
dealers would not buy from them because their catalog sheets have 
a lower price, they were told they could write them a letter stating 
they were the ones that set the price and responsible for it, and their 
catalog prices were not in force, and they are selling items. 

I tried to get.a ruling on that down here. I went through three men, 
and now they are going to the legal department. I have waited now 
2 weeks, trying to get an answer. In the meantime we are in a seasonal 
business and can’t sell our product. 

Mr. Mansrre.p. I suggest that these gentlemen get together with 
Mr. McCormick, of the OPS, and discuss that. 

Mr. McKinnon. Mr. McCormick is here, or one of the representa- 
tives. 

Mr. Baum. I am here with Mr. MeCormick. I am Major Baum. 

Whom did you speak to down at OPS? 

Mr. Hayes. Mr. Wilson and Mr. Gerton, and we went to Mr. Bond 
and spent about 15 minutes. They said they would contact their 
legal department. 
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Mr. Baum. It takes some period of time in order to do that. I 
suggest I go back to OPS with you and track that down and see what 
stage the process is in, whether it is on the way back from the San 
Francisco regional office or what has happened to it. 

Mr. Hayes. I would like to do that. In the meantime I can’t sell 
anything my competitor is selling. Smaller dealers will take a chance. 

Mr. McKinnon. Give Mr. Baum some of these names of the pro- 
moters that raised the price of zinc up to 65 cents a pound. 

Mr. Hayes. I have no way of knowing that, because I do not pur- 
chase the zine. Our die-caster does. 

Mr. Benze.. We don’t go into the black market, because we can’t 
afford to. I have been on the sick list for about the last month, so I 
couldn’t tell you just exactly who it is. I can give you the name of 
the man that said he would tell us the name of the man if we wanted 
to buy it. 

Mr. Haves. I can give you the names of the die-casting people. 
They are buying zine at those prices. 

I saw a letter here not long ago—in fact, I have a copy in my office— 
where zinc came in, a carload of zine came in and sold for 46 cents 
a pound. 

Mfr. McKinnon. You go down with these OPS fellows and dis- 
cuss that, and see what can be done. 

Mr. Benzet. What about the other ruling on agricultural sprin- 
klers? I would like to know about that. 

Mr. McKrynnon. Mr. Bates, does that fit in with your deal? 

Mr. Bares. Just what is the situation? 

Mr. McKinnon. Well, it is a matter of classification of an item, 
whether essential or nonessential ; essentiality. 

Mr. Bares. It is a working part? 

Mr. Benzer. Two. One is an agricultural sprinkler. That is dif- 
ferent. The other is a lawn sprinkler. 

Mr. Bares. We can ask the Commerce office for an interpretation 
on that. 

Mr. Benzet. I have been up there so many times, and you can’t 
get any interpretation. In fact, this is an example of how it works. 
I was up there when M-12 came out, and sprinklers weren’t even men- 
tioned. They said we couldn’t manufacture sprinklers, that it said so. 

I offered to give them $5 if they could find it in the regulation. 
They turned to three or four other men and said—asked them if it 
was there, and they said that it was. They got out the regulation 
and couldn’t find it. 

One of them laughed and said, “That is funny. I thought I saw 
them there. I think I told somebody in the Glendale office that. I 
think I practically put them out of business.” 

Mr. McKrynon. With a light touch? 

Mr. Benzev. Yes. 

Mr. Bares. Let me say to you that is not the policy of our office, 
sir. 

Mr. Benzev. We sent a telegram back to Washington. It is over 
in the regional office under “Ross sprinklers,” asking about them. 
Washington said they came under “Miscellaneous.” 

At the time M-12 came out there was no sprinkler mentioned under 

“Miscellaneous.” 
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Mr. McKinnon. You were told that they were in the regulation, 
though ¢ 

Mr. Benzev. Absolutely. The telegram came back, and it is in 
your office here. You can see it. From the date—you look at the date 
of M-—12, and at that time sprinklers weren't even mentioned. In 
the aluminum order it was, but not under “Brass.” 

Sprinkler heads. Another thing was, they thought the sprinkler 
heads I was mentioning were the fire sprinklers. 

Mr. Huw. You are talking about sprinklers for gardening and 
agricultural purposes ¢ 

Mr. Benzev. A lot of them are in that category, for gardening and 
for agricultural purposes. We have what is known as the Ross tips, 
or better known as Skinner tips. They are used in gardens. They 
are also used a great deal in agriculture, especially for fine spray 
work. 

Mr. McKinnon. What has been the outcome of this report; they 
told you it was a prohibited item ? 

Mr. Benzev. Yes. 

Mr. McKinnon. Will you have to shut down ? 

Mr. Benzev. We still can go. 

Mr. McKinnon. Have you appealed the case to Washington ? 

Mr. Benzex. According to M-12, we can make up the balance of 
our stock on hand in the sprinklers. When that is over 

Mr. McKinnon. You can’t buy any new stock? 

Mr. Benzev. No. 

Mr. McKinnon. How long is your inventory going to last you? 

Mr. Benzevt. We have practically to let up now. We tried to go 
over in defense work and can’t get any of that. 

Mr. Hayes. Did you have priority? 

Mr. Benzev. We had it for agricultural sprinklers. 

Mr. Hares. So did we. We considered it especially during the war. 

Mr. Huw. I am on the Agriculture Committee. Only a week ago 
we just finished up hearings on steel for agricultural implements. Of 
course, we are moving along. Let’s give it a little more time. 

Since coming on this trip, already the Associated Press carried a 
story that steel was going to be allocated to agriculture. Of course, 
you are in the same category as they are. Things are moving rapidly. 

Mr. Hayes. We don’t happen to use steel. I don’t believe they 
stopped the manufacture of agricultural steel sprayers. 

Mr. Hut. I support you would use that same sprayer on a beet 
worm. 

Mr. Hayes. On insects of all kinds. I don’t think they are going 
to be unreasonable. This is not. finding fault with this committee 
or the whole department of the Government. 

But we have a payroll of $3,000 a week. It is important how many 
weeks can a little manufacturer stay in business with that kind of 
a payroll. 

Ir. Hiri. You gentlemen take out after our good friend Mr. Bates 
and keep after him, or whoever the top officials are out here, and 
keep after them until they get this thing solved. 

Mr. McKinnon. I suggest you do two things. One thing is that 
you are going to see Mr. McCormick and the other gentleman from 
the OPS office. 
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The second thing is, on your mobilization orders you are going to 
see what category you fit in or out of, particularly in light of just 
the recent indications made by the Agriculture Committee of the 
House toward vital material. 

Mr. Hutt. We could lose all of our apple crop in the territory I 
represent if we couldn’t have this spray nozzle you are talking about. 

Mr. McKinnon. Mr. Bates, will you take these gentlemen and 
channel this up to the top office in Washington and find out what the 
latest decision is? 

Mr. Bares. Yes. 

Mr. Hayes. You asked a question as to the names of people offer- 
ing die-casting at higher prices. Gentlemen, I think you could find 
out awfully easily. There isn’t a die-caster in this town that isn’t 
paying black market prices. 

Mr. McKinnon. You are making the charge. I was merely asking 
who the people were. 

Mr. Hayes. I don’t buy it. 

Mr. McKrynon. I think you ought to back up the charges with 
specific names. 

Mr. Mansrievp. This is not an investigating committee. 

Mr. Benzew. Berg Metals is not selling black market, but they said 
they could refer us to it. 

Mr. Hitt. That information should be given to the top officials 


here. 


STATEMENTS OF C. HENRY HENNEBERG, PRINTING INDUSTRIES 
ASSOCIATION, LOS ANGELES, CALIF., AND S. SOLSBURG, LOS 
ANGELES, CALIF., REPRESENTING PRINTING INDUSTRIES 


Mr. Henneserc. We have a statement that is prepared which I 
would like to read and submit to the committee. 

Mr. McKinnon. Mr. Henneberg, we are on time and trying to get 
around to all of these people. 

Mr. Sorspurea. I think this is 8 minutes. 

Mr. McKinnon. We are allowing 5 minutes. We will submit this 
in the record and you give us the high lights of it and we will get some 
questions in. 

Mr. Henneverc. We could do that. 

Mr. McKinnon. If you could boil it down, fine. If you can’t, go 
ahead and read your statement. 

Mr. Henneserc. I will start by saying we represent approximately 
400 large and small printers in Los Angeles through the printers’ asso- 
ciation. I am the manager. Mr. Solsburg is one of the members. 

We have run into a policy of Air Force procurement which is Nation- 
wide, which we question as being to the best interests of the industry. 

With that I would like to ask Mr. Solsburg, who has worked daily 
with this, to give you the general facts as we see them. 

Mr. Sorssure. To explain the problem we might say that an air- 
plane plant here locally or in St. Louis or anywhere in the country 
were producing commercial planes in 1946, 1947, 1948, 1949, and early 
in 1950. That was their main business, and during those years they 
called in printers to make the handbooks that went into the cockpits of 
the planes. 
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The printer got the job ery «vag on a competitive basis and later 
on jobs in some cases were so big that the plant regularly used two or 
three printers. ; 

Then, at the end of 1950, they were making hardly any commercial 
planes. Most of their business was with the Government. They had 
to tell their printers they no longer could give them their printing; 
that the Air Corps was going to do the printing. 

The Air Corps is in the printing and lithography business in a very 
big way. So much so that printers and lithographers are being pushed 
out of their accounts on a Nation-wide scale. ' 

The specific work involved is the printing and lithographing of 
operations manuals. The Air Corps controls the printing of every 
operation manual required. The best method of explaining this dis- 
crimination is as follows: 

Airplane plant L in 1946 started building commercial planes and 
called in printers A, B, and C for quotations on the handbook that 
went in the pilot’s compartment. Printer A got the job on a competi- 
tive basis. 

Later on more operations manuals were needed, and other printers 
were called in, and eventually, on the basis of price and efliciency, 
printers A, B, and C supplied this type of work for commercial planes 
continuously during 1946, 1947, 1948, 1949, and early 1950. 

Late in 1950 the plane plant had received a great many defense 
orders, had to cut down on their commercial planes, called in their 
printers and told them that they were sorry but there would be no 
more operations manuals production they could give them because the 
Air Corps were going to supply all printing requirements for opera- 
tions manuals that went with defense planes. 

The result—the Government has taken away the printing accounts 
of printers A, B, and C. 

rinters A, B, and C are affected by the terms of airplane manufac- 
turer L’s contract with the Air Corps, and every single Air Corps con- 
tract reads the same way as pertains to printing. 

In the Los Angeles area there are now approximately 600 prime 
Air Corps contractors. Throughout the United States there are prob- 
ably more than 10 times this many, and none of these firms can buy 
printing and lithography for operations manuals from their regular 
printing sources. 

Los Angeles lithograph facilities are complete and have the capac- 
ity to devote to this production. When firms contracting with the 
Air Force have ceased civilian production, they have by this policy 
been forced to give work to Government facilities. 

This means the printer not only loses what civilian production he 
formerly obtained, but also is barred from recouping by doing defense 
work for the same purchasing department because of this question- 
able policy. 

The airplane manufacturer is required to furnish seats, tires, radar 
equipment, instruments, air-conditioning, flooring and everything 
else that goes in the cockpit and the rest of the finished plane, but 
he does not furnish the operations manual for the cockpit by which 
the pilot gets his detailed instructions. 

This procedure applies to all Air Corps prime contracts—not just 
plane contracts. When the local defense plant subcontracts to every 
industry but printing, the discrimination takes thousands of dollars 








es ee a 








950 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


in volume from privately owned production facilities into a Govern- 
ment institution. 

The prime contractor is required to do the preparation of the cata- 
log. This consists of technical writing, art work, photography, type- 
setting, and compiling, which costs between $40 and $120 per page, 
but they do not purchase the single-color printing which should not 
run more than $7 to $8 per page, so this discrimination is not based on 
the fact that printing is a big item. 

During the last war, millions of classified pieces of material were 
printed by commercial printers throughout the United States and 
not one single case of security leakage was reported by any of the 
Government branches. 

The record of the American printer on this score is an unblemished 
one. Be that as it may, we have many member firms fully cleared b 
the Air Matériel Command, the Army and the Navy, for confidential, 
restricted, and secret work thereby completely paving the way to take 
on defense work. 

It has also been said that speed of reproduction is best accom- 
plished when the Air Corps hendllas their own work, but we have heard 
numerous complaints entirely to the contrary—the Air Corps, being 
short of facilities, is unable to give the delivery required. Private 
plants near at hand would be in a better position to double check 
a missing detail than Wright Field, hundreds of miles away. 

Price has been mentioned as a reason but prime contractors buy 
hundreds of items from subcontractors on a competitive basis and no 
valid reason exists that they could not buy printing in the same way. 
There is no question of security. There is no question of service. 
There may be a question of price, but have we ever found a competi- 
tive, taxpaying firm with legitimate costs, which could appear com- 
petitive with a nontaxpaying arbitrary costmg nonprofit Govern- 
ment agency ¢ 

We want the Los Angeles industry to remain strong and profitable. 
We want the work originating here to be done here insofar as possible. 
We want our industry free of this discrimination. 

Being adjacent to great aircraft-production facilities but forbidden 
the opportunity to produce for that industry is wrong, and certainly 
not fair. The operation of any business by the Government in compe- 
tition with private enterprise is contrary to the American way of 
thinking. We strongly urge that an investigation of the policy be 
made. 

Going back a little, I want to say that now the Air Corps has a pro- 
curement policy whereby the airplane manufacturer in his contract 
with the Air Corps is required to furnish seats and flooring and 
electronic equipment and wheels and tires, and everything that goes 
into planes is a package deal. 

In the cockpit there are many items, but the manufacturer does not 
supply the handbook that goes in that cockpit. He does the art work 
and the photography and the typesetting, the preparation of the 
vatalog. At the end of the preparation he hands the 400 pages, or 
whatever is involved, over to the Air Corps and they handle the 
printing of it. 

Now, the printer has lost an account. This doesn’t just apply to the 
manufacturer of airplanes. There are between 500 and 600 prime 
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contractors in the Los Angeles area alone. The Air Corps buys acces- 
sories of all kinds, besides buying airplanes. 

Each ¢ontract that they have calls for the Air Corps to do the print- 
ing. It might be just a small contract for $12,000 and only require 
one catalog page of explanation that goes with the item. But the 
contractor isn’t allowed to deal with this little printer around the 
corner. He turns the preparation of that page over to the Air Corps 
and they print it. 

Now, we feel that this is discriminatory. Why shouldn’t the Gov- 
ernment go into the seat-manufacturing business? Why should they 
be in the printing business to such a strong extent ¢ 

I am not just talking locally. This is Nation-wide. The printers 
in Seattle have lost their market to a great degree in that area. I am 
not saying that that is all the printing done in the defense plants, but 
it isa very large percentage. 

We have inquired into the reasons behind this, and I think I best 
read you those reasons we prepared. 

One of the reasons is that they are largely of a classified nature. 
Some of them are secret, but very few. But a few are secret. Some 
are confidential. Some are restricted. In this area there are firms 
cleared by the Government to handle confidential, restricted, and secret 
material. Why do they clear these firms if they aren’t going to trust 
them with printed material ? 

Also, during the last war the printers of the Nation handled mil- 
lions and millions of printed material throughout the war and there 
wasn't one single complaint anywhere from any one of the services of 
security leakage. I don’t know of any basis there would be that the 
printer can’t get it. 

Mr. McKinnon. May I ask, who operates the presses of the Air 
Force plants? 

Mr. Sorsspure. There is a plant at Wright Field which, I under- 
stand, has 275 presses. 

Mr. Henneserc. There aren’t nearly that many. 

Mr. Souspura. | am sorry. 

Mr. McKinnon. Who operate the presses, regular A. F. of L. 
people? 

Mr. Sotspure. They are employees of the Government. 

Mr. McKinnon. They are not members of organized labor ? 

Mr. Sotspure. That may be. They probably are. 

Mr. Henneperc. There is also an Air Force plant in Sacramento. 

Mr. Hut. Military or civilian operated ? 

Mr. Hennenerc. It is operated y the Air Force, civil service. 

Mr. Hitt. You mean they are not in the Air Force ? 

Mr. Henneperc. Civilians. Like the Government Printing Office. 

Mr. Hitt. The Air Force is in the printing business hiring civil- 
ians to do the work ? 

Mr. Henneperc. Yes. 

Mr. Sortsserc. Also the Air Corps subcontracts some of this work. 
They have a contract here in Los Angeles. There is one local printing 
pbs Po case that gets the overflow work of Sacramento and Seattle. 

Mr. Hutt. How does he get it ? 

Mr. Sotssurc. He was a low man ona bid last year. 

Mr. Hitt. When did they start doing that ¢ 

Mr. Sotssurc. They operated to some extent during the last war. 
I think it became more airtight in the last couple of vears. 

86267—51—pt. 1——61 
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‘ Mr. Henneserc. Are any people from the Air Corps Procurement 
ere? 

Mr. McKrynon. Yes. ; 

Mr. Sotssurc. We heard that price has been mentioned as a reason, 
but prime contractors buy hundreds of items from subcontractors on 
a competitive basis. They buy tires and seats and everything else, and 
take the low bid. Why couldn’t they deal the same way with the 
printers ¢ 

Also, we feel in our industry we make competition so prices get 
down. We pay taxes. We have what we think are legitimate costs 
and it is pretty difficult for a 2 pod to compete with nontaxpaying 
arbitrary, noncosting, nonprofit Government agencies. 

Mr. HenNEBERG. Most every plant has it. 

Mr. McKinnon. Has the Franklin plan been used as a basis for 
prices? 

Mr. Hennesere. No. 

Mr. McKinnon. I have been a printer. 

Mr. Henneserc. I can make this statement: 400 printers that we 
represent, the prices are generally based after the estimates are made 
up on what is the guy down the street going to do. It is a very com- 
petitive industry. There is no price collusion. 

Mr. Sotssurc. There has been a question of speed of reproduction. 
- But we have heard numerous complaints to the contrary. It is impor- 
tant to these prime contractors to have the books printed as quickly 
as possible od. get them back again, so they can start on revisions that 
come up constantly. 

I have heard complaints they wait for Wright Field to return books 
and it takes some time to—— 

Mr. McKinnon. These booklets are contained in the cockpit? 

Mr. Sorssure. Yes. 

Mr. McKinnon. The copy has to be checked and sent back for revi- 
sions and corrections? 

Mr. Sorssure. Yes. 

Mr. McKinnon. That is an expensive item, also. 

Mr. Sotssure. Yes. 

Mr. Henneserc. They are taken back and printed at Wright Field. 
The ship is finished and before the manual can be put in the copies 
have to be printed, and before they can be shipped to airplane manu- 
facturers, 10 copies go to Washington to be cleared. Before they are 
cleared none can be shipped back. They print 2,000 of those and then 
they are checked. It is a great item of waste. I can’t prove it because 
I don’t know what percentage of the number of manuals is wasted. 

I know of cases where those manuals are printed and they find a 
mistake in the middle of the production of a 600-page manual, and the 
Government procedure is such they say, “Start the new manual at 
62—B, instead of 62—A, and complete 62-A. The way they keep their 
books it has to be completed to get the cost.” 

They ship them both back and destroy the one in error and use the 
portion of the one that is completed, that is supposedly correct. 

I bring up the subject of waste because it is very important. Every 
printer wants paper. There are carloads of paper needed. On some 
Government work, in one of our plants in the city, some of this very 
work was shoved over to him and there is no paper. If we can do any- 
thing about saving, where there is a lot of waste, and get this into the 
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hands of the competitive people that have to use their people efficiently, 
instead of into the hands of the Government plan venture to say, 
as we did in the California State printing plants, that we will find a 
large amount of dollar-and-cent waste going on. 

et, they say that they do not have to charge rent and this and that 
and that 8 can operate cheaper. It makes us look silly as a tax- 
paying industry out here, to somebody that doesn’t have all those costs 
or charge them in. 

Mr. Sorssure. We are not here to talk primarily about airplane con- 
tracts. That is big business. A few printers in this town are inter- 
ested in a 3,000-page catalog. There are many printers in this town 
interested in 34- and 64-page catalogs. The fellow around the corner 
from a prime contractor 

Mr. McKinnon. You are very definitely interested in having civil- 
ian business do everything possible instead of having the Govern- 
ment come into the business and do it. 

Mr. SotspurG. That is why we are here. 

Mr. McKrxnon. We will call on Colonel Phillips and see what 
she has to say. 

Colonel Putsirs. Well, sir, on the subject of handbooks, it is a 
general policy on all types of equipment that the manufacturer fur- 
nish the handbooks. It is true that is not always the case on air- 
craft. 

I am sure there are certain handbooks that the Air Force has printed 
themselves. Now, there are certain types of printing that the military 
services will put through the Government Printing Office if it is 
possible for aves to handle, and it is only in the case of overflow 
that certain types of work are put out to contractors. 

However, I do not know that the Air Force at Dayton, Ohio, has 
awarded a great many contracts to printers in the industry, both for 
classified and cleared types of instruction books and handbooks, and 
things like that. That is also true of the Army and the Navy, that 
a great lot of that work is going out. 

The exception to that 1s where it is a type of work we must put 
through the Government Printing Oflice. 

Mr. McKinnon. Why must you put it through, Colonel Phillips? 

Colonel Prinses. Well, the policy on printing is that certain types 
of printing will go through the Government Printing Office. There 
is a very detailed explanation of that available. I think it was given 
to the Printing Industry Association of America last fall by the De- 
partment of Defense. That is where I read it. It is quite a lengthy 
explanation of exactly how printing is handled throughout the mili- 
tary service. 

Mr. Hennepere. Does that include the waiver of printing and pro- 
cedure of different types of printing, and how you can obtain—— 

Colonel Pui.uips. It contains the various procedures. 

Mr. Henneserc. We have that information in our possession. It 
doesn’t get to the point we are discussing here. 

If the Air Force is going to have printing done through its primary 
contractors, have the preparation of the copy done, it brings it up 
here and put it in one ball, and says, “We will give this to Sacra- 
mento to print it there in a Government plant,” and do $2,000,000 
a year or approximately that amount of printing. 
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We are of the opinion that Lockheed or anyone else should be able 
to buy from his printer and have that flexibility of buying from his 
printer, instead of having that wrapped up with the Kir orce and 
parceling it out, and when it does overflow from the Government 
printing to let it to the little printer, let the little printer have it. 

Colonel Prius. Isn't that done? Are you talking about an 
agency that the Air Foree—— 

Mr. Hennesere. It is a Government-owned printing plant doing 
Air Force procurement printing on these manuals. 

Colonel Prius. I understood him to say it was an Air Force op- 
eration. It is a Government printing plant 

Mr. McKinnon. The order is placed by the Air Force Procurement 
Office. 

Colonel Purures. I understand they are placed by the Air Force 
office at Dayton through the Government Printing Office. Where the 
actual printing is done I wouldn’t know. 

Mr. Henneserc. At Wright Field there is a plant operated by the 
Air Force. 

Colonel Paumurs. A printing plant operated by the Air Force? 

Mr. Henneserc. A Government printing plant where most of the 
operations, the manuals are rinted. They fill up to capacity, and 
they will add new presses sit parcel this stuff out to the printers on 
a piecemeal basis. 

Colonel Puiuirs. They are branches of the Government Printing 
Office—— 

Mr. Henneserc. We are getting back to the same thing. It is 
owned by the Government. 

Mr. McKinnon. We had the same situation in San Diego with 
the Navy doing a lot of printing work. 

Colonel Fickling? 

Colonel Ficxurne. This subject is so specialized with us, and there 
is a tremendous amount of work out here, and in view of not only the 
major airframe industry and all its subsidiary plants and subcon- 
tracting facilities, the first point of issue that was raised—I was not 
aware of the fine line you draw there, because I was of the opinion it 
was to the contrary. 

There are some prime manufacturers doing printing, or at least 
doing subcontracting for the printing. I believe, however, that the 
type of questions raised here border on being technical in that print- 
ing in itself is specialized from Dayton to us, and we have a man who 
is a liaison man doing nothing but looking after the printing and 
assisting in the placing of the orders. 

I do know that the Sacramento printing office—I am not aware of 
the Dayton plant you are referring to—cannot handle all the work- 
load here and does a tremendous amount of subcontracting. 

If there is a dispute as to the details on just how that flows, I could 
make available a specialist who does nothing but this as his sole job, 
to answer any technical questions, this afternoon or tomorrow 
morning. 

Mr. Hennesera. May I ask his name? 

Colonel Fickiine. Mr. Meyers is one. 

Mr. Henneserc. We are trying to get beyond Mr. Meyers. We 
want to get to the congressional level and have a general picture in 
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office has talked to them in Washington, trying to find out why this 
need be done this way. We have cooperated to a very great extent 
with the Government Printing Office on some things. But the more 
we get the Government into our business the less we like it. We have 
facilities here that are being sold at rock-bottom prices, in terms of 
the cost of printing jobs, because they haven't got this work that might 
be available from the aircraft industry, and they are trying to get 
something on those presses to operate them. 

Colonel Fickiine. The only thing [I would like to verify, sir, is if 
there are cases where the prime contractor does subcontract work, 
other than the Air Force. 

Too, I think the volume of business that goes to commercial enter- 

rise far excceds what goes to Government printing houses. I am not 
in a position to verify that without proof by the man that actually 
handles it. 

Mr. SorssurG. In the St. Louis area I understand that the subcon- 
tract printing all over Chicago and in that neighborhood, that there 
is a great deal of work that goes out of the Wright Field plant on 
subcontracting. 

In our area we know there is hardly any. Our prime purpose for 
being here is to see if we cannot deal direct with the hundreds of peo- 
ple that the printers have been dealing with in this area, and we would 

ike to deal with the people that make the seats and make the planes. 
We would like to be able to go in and say, “Can we sell you this print- 
ing job?” and not have them tell us, “No, we can’t buy from you be- 
cause the Air Force is in control of it.” 

Colonel Fickiing. I believe it can be verified. There is a good deal 
of subcontracting. In-fact, I believe it far exceeds what goes to the 
Government Printing Office. 

Mr. McKinnon. | am interested in the principle of the thing, why 
the various procurement offices of the military should work toward 
decentralizing the production of an airplane to a lot of different shops, 
around toa given area, and then to make an exception of printing. 

Mr. Hennesere. It is the only exception. 

Colonel Ficktinc. Why the prime contractor doesn’t furnish the 
printed item, too / 

Mr. McKinnon. Yes. 

Colonel Fickirxe. That is my point. I am of the opinion they do. 
1 could get that corrected. 

Mr. Hitz. Colonel Fickling said he would bring Mr. Myers down. 

Mr. McKinnon. It might be a good idea to bring Mr. Myers or 
someone in from your office tomorrow morning. 

Colonel Fickuine. Yes. 

Mr. McKinnon. We will take this matter up. If you gentlemen 
want to come back tomorrow morning, we can talk with Mr. Myers 
and see what we can find out in that regard. 

I imagine, however, this is a policy matter and it is going to have 
to be settled at a higher level than we have in Los Angeles. 

Mr. Henneserc. That is why we came to the committee. 

Mr. McKrxnow. I think in the meantime it would be wise to get 

Mr. Myers’ ideas and his explanation of what goes on in the procure- 
ment business right here in Los Angeles. 

Mr. Sorssurc. We appreciate your time. 
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STATEMENTS OF HENRY BARKELEW AND REMINGTON STONE, 
BARKELEW & CO., LOS ANGELES, CALIF. 


Mr. Stone. We are here because Mr. Dewar of the NPA thought 
you folks would be interested in the difficulties that small business is 

aving in getting materials. 

What we do in peacetime is build automatic systems for sirup, to 
handle sirup and food processing plants. In other words, these tanks 
have automatic valves and measuring devices which save a great deal 
of labor. One tank will save from one to five men in a plant. 

Now, we at the present time have a number of contracts to install 
such ee in plants and we also have a contract to install tanks 
and a big bulk plant which receives corn sirup in carload lots, and 
from which it is distributed to the small plants, to the food processing 
plants. Some of these food processing plants have Government 
orders. 

Now, we are having great difficulty at the moment in getting steel 
to complete these orders we have on hand. Now, we think they are 
necessary for the war effort because they save labor and they are much 
more efficient. They save space and prevent the need of additional 
building. They save drums. They save steel because if they don’t 
use these tanks the sirup has to be handled in drums, so an equal 
amount of steel is saved by the tank. 

Mr. McKinnon. That is your problem—— 

Mr. Srone. Yes. 

Mr. McKinnon. Getting your steel ? 

Mr. Stone. Getting the steel to complete these orders. 

Now, from a business standpoint it doesn’t matter so much to us, 
because we are planning on switching over to war production, but for 
the war effort it is important. 

Mr. McKinnon. Mr. Mansfield ? 

Mr. Mansrtetp. No questions. 

Mr. McKinnon. Mr. Multer. 

Mr. Mutrer. No. 

Mr. Stone. We have some information here which we will be very 
glad to distribute to you gentlemen, which shows the orders we have 
on hand, the savings that are made, and all the other information we 
thought you folks would be interested in. 

We have had the finest of cooperation from the NPA office here, and 
from the Department of Agriculture here. However, we haven’t been 
able to get much action out of a 

Now, eventually Mr. Dooley of the artment of Agriculture sent 
a teletype to Washington for us, and then followed it up the next 
day by another teletype, to learn with whom in Washington we should 
communicate. We have now sent them complete information, and we 
hope to get results. 

fr. McKinnon. That has been forwarded out of the NPA office 
here at Los Angeles to Washington, to qualify you for a defense 
order ¢ 

Mr. Srone. No, sir. This information was sent to the Department 
of Agriculture in Washington because we—since this is food process- 
ing we were informed that that was the way to go about it. But it 
took so much time to learn with whom to communicate in Washing- 
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ton. We sent telegrams and letters and got no results, until Mr. 
Dooley sent this teletype. 

Mr. McKinnon. You have been working on this Washington con- 
tact, you have been working completely through the Department of 
Agriculture here. 

r. Srone. Mr. Dooley and the NPA office—I don’t remember the 
name of the man, but he said he was unable to be of any help. 

Mr. McKinnon. What are you asking for out of Woeshington 
specifically ¢ 

Mr. Stone. Steel priority for steel to complete these food-process- 
ing plants. 

fr. Hiix. I don’t know how many questions we’ve had about steel. 
We have always come back to the same source of supply, and that is 
the proper allocation of steel. 

If the Department of Agriculture back in Washington can’t insist 
and bear down hard enough on those who are dividing steel up, to give 
enough to agriculture to operate—and that is what this is—I don’t 
know what we can do. All I can say is to keep up the pressure, to see 
they allocate some steel for this kind of work. That is all any of us 
can do on that. 

Mr. Srone. We have given all the facts now to the Department of 
Agriculture. 

Mr. Murer. How long ago did you complete your file with them / 

Mr. Stone. On the 30th of March. 

Mr. Mutter. 30th of March. 

Mr. Stone. We haven't as yet had time, of course, to get a reply to 
that. 

Mr. Barketew. This bulk station, where there is 16 tanks, has to be 
complete by the last of September, they have to move. All the bulk 
sirup people ship the sirup in here, and they have to complete this 
plant by the last of September, to get into it. It will take about 150 
tons of steel for the tanks we have ahead. 

Mr. Strong. That is the top item. 

Mr. Barxetew. Right at the present time we are putting in a few 
small tanks. We have no priority whatsoever. The steel people just 
can’t get us any more steel. 

Mr. Srone. The steel people cooperate fully. The NPA repre- 
sentative here does all he can. 

Mr. Barkxetew. We can buy plenty of steel on the black market. 
I got the cost on a tank the other day for about $1,300 and another 
fellow bought on the black market and they want $1,032 more. We 
had to do that. 

Mr. Motrer. I think Mr. McCormick will be interested in having 
you tell him where he can buy that black-market steel. 

Is Mr. McCormick here? 

Mr. Baum. I will substitute for him. 

Mr. Barketew. I had to have four I-beams the other day, 20 feet 
long. Our regular price is about $160 a ton. My engineer—we 
couldn’t get them at our regular supplier; he didn’t have them. He 
called around to two or three of the pretty good-sized places and they 
wanted $400 a ton. 

Mr. Mutter. The OPS price is how much? 

Mr. Barketew. $160. But that was the only way I could get that 
steel. I had to call up a man that had brought it in San Bernardino 
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and ship it back up here. I had to give him 10 percent above his cost 
for handling. That is the way I got the steel. 1 didn’t buy it through 
the black market. I gave a man like myself 10 percent, because he 
had it in his stock. 

Mr. Mutrer. That 10 percent will be about what will pay him his 
handling charges? 

Mr. Aenea Yes. I had to cart it back from San Bernardino. 
That is a tank we had to put up for a supplier down here who has 
restaurant supplies where he is making sirup. The little tank builder 
in business wanted $1,032 more for this tank than the regular buyer. 
He was buying through the black market. The regular price for steel 
is about $6.60 a beatioed to $7. He told me he had to pay $13 and 
$14, and it was putting him out of business. He can’t operate. 

Mr. Mansrrevp. To whom did he pay that price? 

Mr. Barxetew. I don’t know who his — was, 

Mr. Mansrietp. Could you find out for this committee ¢ 

Mr. Barxetew. Yes; I can. 

Mr. Mansrietp. We would like to have it. 

Mr. Barxetew. They butcher the prices. I had a sheet-metal man 
in my place, when steel ,was scarce, galvanized sheet. One of the big 
suppliers will drive in and unload it, and take half the money in 
cash and put the balance on the books. 

I was buying galvanized sheet for around 11 cents. He was paying 
18 cents for the same thing. That has been going on out here a 
long time. 

He told me the other day he paid some 18 cents for some galvanized 
sheet. You can buy all the black-market stuff you want. 

Mr. McKinnon. That is why we can’t buy it through regular 
channels. 

Mr. Barxeew. That is right. We don’t buy it that way. 

Mr. McKinnon. Some of those boys could be crowded out of busi- 
ness if folks would follow your tactics. 

Mr. Barxetew. Yes. They say it is fabricated steel. They cut 
a 40-foot I-beam in two, and they say that is fabricated. 

An engineer told me a contractor was paying $480 a ton for some 
steel columns he had to have. We can’t prove that stuff. I don’t 
buy it. But when they bring it in they make you pay half of it in 
cash and put the rest on the books. That is the way they do it. 

Mr. Mvtrer. It is going to do no good to train our boys to save 
the economy of this country and let some of the men that stay back 
here destroy it for us that way. 

Mr. Barxetew. We don’t buy it. 

Mr. Mutrer. It is not a matter of squealing on anyone. It is a mat- 
ter of the American citizen policing his industry. If you men come 
forward and give us the information or leads, we will do what we 
can to put them out of business. 

Mr. Barxetew. I will give you three names where this engineer 
of mine called up. If I hadn’t found this man in San Bernardino, 
I would have had to let the work go, left it undone. I wouldn’t pay 
for it that way. 

Mr. Muurer. You gentlemen let us know if there is any undue 
delay on this matter. March 30 to today is a little too soon to expect 
any action at this distance from Washington. But you let us know. 
You drop a note to the committee in Washington if there is any undue 
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delay on your March 30 inquiry. We will try to follow through on 
it for you. 

Mr. McKrxwon.-What was the name of the man you contacted 
here, at the NPA? 

Mr. Stone. Mr. Dewar. 

Mr. McKinnon. Mr. Bates is going to contact him this afternoon. 

Mr. Barxetew. We need about 33 tons a month. 

Mr. Movrer. What kind of steel was that? 

Mr. BarKetew. Steel sheets, mostly quarter-inch plate. 

Mr. McKinnon. Thank you, gentlemen, for coming in. 

Mr. Stone. Thank you. 

Mr. Barkxetew. Thank you, gentlemen. 

(The documents referred to are in words and figures as follows :) 


BULK Strup DistRIputTion STATION 


NECESSITY FOR PROMPT PRIORITIES FOR BULK SIRUP STATION 


1. Gray Truck Co. is being forced out of present station by lease. 

2. Present station old, inadequate, and unsanitary. 

3. New station required 15 tanks which must be installed by July 1. It re- 
quired time to get steel, even with a priority, and requires time to build and 
install 15 large tanks. 

4. If they cannot get new bulk station and are required to revert to drums, 
this will tie up an approximately equal amount of steel and many freight cars 
continuously for transportation. 

5. The corn-sirup companies and the food-processing plants will suffer an 
economic loss without the new bulk tank station. (This will result in less 
taxes.) 

6. Barkelew & Co. will suffer a hardship without the priority because we have 
been working on this plant, doing the engineering, etc., for 3 years. 

7. We have been offered steel on the black market. We do not want to do 
business in that manner. 





Priority materials needed 





Tons 
og | EL RE A TE ek NE a. Sh ee 13914 
Structural steel___~--~-~~- as pabemeaitinaasemnsg ee! ES A eee 914 
UI SNS eccentrics tes-cnnn.cn snare tbincis tay eos sg eclotnlapceritn ais ection taeda 11 
I Ca ia alain Ea EE Wadd edaitinndninacsine 159% 
6 


EN SR IE RE PT TE ee Fe ae eee 


Gray Truck Co., 
Los Angeles, Calif., April 3, 1951. 
Mr. Harry BaRKELEW, 
Los Angeles, Calif. 

Dear Harry: We are quite concerned about availability of materials for our 
new sirup filling station and wonder if you will be able to procure the steel for 
erecting these tanks. You know we have to be out of our present location before 
the end of the year and this new station should be in operation by the end of 
September 1951. We only hope our old tanks will hold together that long as these 
tanks were built of used steel at the start of World War II and the steel is so thin 
in places we have had several leaks. 

You know, Harry, corn sirup is a food, and we serve perhaps 125 customers 
by tank truck alone to say nothing of the smaller users that use approximately 
800 55-gallon drums per month. Last year we handled 216 tank cars through 
our filling station and as we are so far away from the manufacturer it is very 
necessary to have larger storage capacity. You know all corn sirup is manu- 
factured in the Middle West and takes about a week to get a car to Los Angeles. 

The principal users of corn sirup are food processors, bakeries, and preservers 
to say nothing of the smaller users who have a dozen or more uses for it. 
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As you know, we are a transportation company and come under the public 
utilities commission as well as the Interstate Commerce Commission and are 
exempt from regulation X as to new construction. 

Trusting that we may hear from you at your earliest convenience and have your 
comments on the above. 

Very truly yours, 
Gray Truck Co., 
E. C. Pups, Vice President. 


Foop-Processinc PLANTS 


ADVANTAGES TO WAR EFFORT OF AUTOMATIC TANK SYSTEMS IN FOOD-PROCESSING 
PLANTS 


Each automatic tank system— 

1. Saves labor.—Each tank we put in a food-processing plant will save two to 
five men. 

2. More sanitary.—Prevents contamination. Contains bacteria-destroying 
lights when desirable. 

3. Prevents waste—Saves approximately 1 percent of sirup which is wasted 
in drum handling. 

4. Saves space.—Saves the plant space used for storing drums of sirup or sacked 
sugar, thus increasing plant efficiency and saving construction of additional space 
for plant expansion. 

5. Saves drums.—Each tank released from 30 to 200 drums, or an equivalent 
amount of steel, for other uses. 

6. Saves transportation facilities —Food-processing plants are moving from 
the East so as to save transportation. They can only do so if we can provide thein 
with equipment. 

7. Aids Government food contracts.—Many of the plants in which we install 
these tank systems are canning, preserving, or otherwise processing foods on 
Government supply contracts for the Armed Forces. 


BarRKELEW & Co., 
Los Angeles. 
Mr. Drexet WATSON, 
Director, Grain Branch, 
Production and Marketing Administration, 
United States Department of Agriculture, 
Washington 25, D. C. 
(Attention of Mr. J. M. Schaeffer. Same letter sent to Mr. Lawrence 
Meyers, Director of Sugar Branch.) 

Dear Str: We design, build, and install automatic tank systems for the han- 
dling of corn and sugar sirups in the food-processing industry. These tanks 
make it possible to handle sirups in carload and tank truck lots—instead of in 
steel drums—and thereby save the labor of handling, washing, filling, emptying, 
and storing drums. The saving amounts to 75 percent or more of the labor in- 
volved in the older and unsanitary methods. In addition, it sets drums and drum 
steel free for other uses. 

These tank systems are equipped with automatic metering devices se that 
processing plant attendants only set a meter to deliver the required amcunt of 
sirup into the vat or pot where needed. 

Since sirups are handled mechanically from the refining plant to the processing 
vat or pot, there is little chance for waste or contamination. Since the liquid 
sugar tanks are equipped with germicidal lights, these tank systems are entirely 
sanitary. 

We now have contracts to construct and install the following tank systems: 

1. A central bulk station in Los Angeles for storing and distributing corn sirup 
from railroad tank cars. This bulk station consists of 15 tanks for the follow- 
ing producers: 
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These tanks must be manufactured and set on their foundations by July 1 so 
that the building can be constructed around them and completed for use by 
September 1, 1951. Our suppliers R. J. M. Steel Co., and National Tank Co. of 
Los Angeles tell us they cannot furnish steel or tanks without a priority. This 
is now extremely urgent because of short time remaining. 

2. We now have contracts to construct and install the following additional 
tanks for corn sirup: 

(a) American Maize Products Co.: 1 carloading tank at Towne Talk, a food 
processing plant in Los Angeles. 

(b) Union Starch & Refining Co.: 1 carloading tank at Lady’s Choice Foods 
Inc. in Los Angeles. 

3. We have completed the engineering and have submitted cost estimates for 
the construction of corn sirup tank systems as follows: 

(a) Challenze Creamery, Los Angeles: truck loading tank. 

(b) Nesbitt Fruit Products, Los Angeles: truck loading tank. 

(c) Escalon Packers, Escalon, Calif.: 1 car unloading tank. 

(d) Hume Canning Co., Turlock, Calif.: 1 car unloading tank. 

4. We now have contracts for the construction and installation of a liquid 
sugar tank system as follows: Spreckles Sugar Co: 1 car unloading tank at 
Towne Talk, a food-processing plant in Los Angeles. 

5. We have completed the engineering and have submitted cost estimates for 
the construction and installation of liquid sugar tank systems as follows: 

(a) Tastee Beverage Co., Los Angeles: 1 truck unloading tank. 

(b) K's Beverage Co., Los Angeles: 1 truck unloading tank. 

(c) La Veda Bottling Co., Los Angeles: 1 truck unloading tank. 

(d) California & Hawaiian Sugar Refining Corp., Ltd.: 1 car unloading tank 
at 7-Up Bottling Co. in Santa Barbara. 

We have been offered black-market steel for these tank systems but we do 
not wish to do anything but entirely legitimate business. If we cannot obtain 
priorities, however, the tanks will be built by others using black-market steel. 


Summary of steel needed Mar. 30, 1951 
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Steel plate 
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. Bulk station, corn sirup tanks 
2. Other contracts, corn sirup tanks: 
(a) American Maize Products Co 
(b) Union Starch & Refining Co 
. Engineered, corn sirup tanks: 
(a) Challenge Creamery 
(b) Nesbitt Fruit Products 
(c) Escalon Packers 
(¢@) Hume Canning Co 


Total stee] needed for corn sirup tanks... _._.. 


. Contracts, liquid sugar tanks: Spreckles Sugar Co__.__....... 
5. Engineered, liquid sugar tanks 
(a) Tastee Beverage Co 
(b) K’s Beverage Co__.- 
(c) La Veda Bottling Co 
(d) California & Hawaiian Sugar Refining Co 


Total steel needed for liquid sugar tanks 


Total steel needed in tons. . . 


Some of the food-processing plants concerned are already working on Govern- 
ment orders. Others will undoubtedly be working on such orders shortly. 

We have worked with the local NPA and Depirtment of Agriculture repre- 
sentatives for over a month, but they have been unable to help us. So much time 
has been lost that we are now in desverate need of the steel. 

Any assistance you can give us in obtaining immediate priorities on the ma- 
terials needed will be greatly appreciated. Our telephone is Madison 9-2665 if 
you should need to call us. 

Very truly yours, 
BARKELEW & Co. 
By Harry BARKELEw. 
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BARKELEW & Co. 
LOS ANGELES 


This is list of our automatic liquid sugar and corn sirup systems for your 
information and for checking the successful operation thereof. 


Job No. 507—Green Garden Confections 
Job No. 512—Select Candies 
Job No. 551—Rone Candy Co. 
Job No. 557—Clinton Industries 
Job No. 564—Ben Myerson Candy Co. 
Job No. 565—Colby McDermott 
Job No. 590—Gray Truck Co. 
Job No. 567—Gray Truck Co. 
Job No. 798—Clinton Industries 
Job No. 806—Scotts Food Products 
Job No. 810—Gray Truck Co. 
Job No. 847—Thorn Carlson 
Job No. 860—Gray Truck Co. 
Job No. 868—Allamo Preducts Co. 
Job No. 907—Mann Candies 
Job No. 918—Jack & Jill Ice Cream Co. 
Job No. 920—Carnation Co. 
Job No, 921—Jack & Jill Ice Cream Co. 
Job No. 933—Golden West Products Co. 
Job No. 987—Sweet Sue Candy Co. 
Job No. 961—Golden State Co., Ltd. 
Job No. 962—Arden Farms Co. 
Job No, 970—California Processed Fruits 
Job No. 985—Hoffman Candy Co. 
Job No, 1082—Southern California Condenser Corp. 
Job No. 1083—Bowie Pies 
Job No. 1041—Chocolate Products 
Job No. 1042—Osogud Food Products Co. 
Job No, 1043—West Coast Supply Co. 
Job No. 1044—West Coast Supply Co. 
Job No. 1064—Table Products Co. 
Job No. 1079—Meadow Gold Dairies of California. 
Job No. 1081—Grandmas Baking Co. 
Job No. 1082—Meadow Gold Dairies of California 
Job No. 1084—Southern California Condenser Corp. 
Job No. 1087—Pepsi-Cola Bottling Co. 
Job No. 1103—Interstate Rest:turant Supply Co. 
Job No. 1120—Towne Talk 
In some instances we have made additions of pump and meter, new piping 
work, cleaning and painting old tanks, replacing steam coils and steam lines, 
and complete new automatic systems. 
Cost of jobs runs from $2,000 to $12,500 each. 





BarRKELEW & Co., 
Los Angeles, March 9, 1951. 
Re priority for iron and steel under M-6 
NATIONAL PropuctTion AuTHor!ItTy, [RON AND STEEL DIvisIon, 
Washington, D. C. 

GENTLEMEN: We have been in contact with the priority Board in Los Angeles, 
and they advised us to lay our problem before you for relief. 

We are in the business of manufacturing and installing tanks in this district 
for the corn sirup and liquid sugar manufacturers, namely : 
American Maize Products Co., New York. 
Penick & Ford, Cedar Rapids, Iowa. 
Clinton Industries, Inc., Clinton, Iowa. 
A. E. Staley Manufacturing Co., Decatur, Ill. 
The Hubinger Co., Keokuk, Iowa. 
Corn Products Sales Co., San Francisco office. 
Union Starch & Refining Co., San Francisco office. 
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California & Hawaiian Sugar Refining Corp., Ltd., San Francisco office. 
Spreckels Sugar Co., San Francisco office. 

At the present time we have— 

1. An order for one carloading bulk tank for Union Starch in Los Angeles. 

2. Order for steel for carloading bulk tank for the Hage ice cream plant at 
San Diego. 

3. We are figuring a truckloading tank for the Nesbitt Fruit Products, Inc., 
in Los Angeles. 

4. We have quotation out for a carloading tank for the Continental Baking 
Co. for their plant in Los Angeles. 

5. We are engineering and making plans for the following companies, tanks to 
be installed in their bulk station at the Gray Truck Co. in Los Angeles, which 
are to be constructed and installed and ready for service by the last of July, 
as the lease is up on the present bulk station and they have to move to new 
location : 

Hubinger Co.: One tank 13 feet 6 inches in diameter by 12 feet high. 

Clinton Co.: Two tanks 13 feet 6 inches in diameter by 12 feet high. 

American Maize: Three tanks 13 feet 6 inches in diameter by 12 feet high. 

Penick & Ford: Three tanks 13 feet 6 inches in diameter by 12 feet high. 

6. We are estimating for this bulk station three tanks 13 feet 6 inches in 
diameter by 12 feet high for Corn Products Co.; three tanks 11 feet in diameter 
by 22 feet long for A. E. Staley Manufacturing Co. 

We are now beginning to experience trouble getting steel for this type of work. 
As this is food processing and very essential to the war effort in the manufacture 
of ice cream, soft drinks, bakeries, and candy factories, we believe it is essential 
that we are issued some sort of priority we can deliver to our steel supplier, 
the R. J. M. Co. of Los Angeles, or in some instances our tank manufacturer, the 
National Tank Co. of Los Angeles, as we deal only with legitimate steel suppliers 
and not on the black market. 

Last week I had occasion to purchase four 14-inch I-beams 20 feet long to 
erect a liquid sugar tank that we are installing for the Interstate Restaurant 
Supply in Los Angeles, and my legitimate supplier could not immediately supply 
this steel. My engineer went out on the open market to try and purchase from 
three different steel companies who have the steel in stock, and was quoted $400 
a ton, whereas our legitimate supplier charges $150 a ton. 

Unless we are granted a priority for this work, we will either have to discon- 
tinue business or charge the firms we work for black-market prices for steel, 
which legitimate business cannot tolerate. 

To relieve this situation, we respectfully request prompt action on a priority 
for steel for this food processing business. 

Very truly yours, 
BarKetew & Co., 
By Harry BARKELEW. 


STATEMENT OF ROBERT COLER, OWNER, ARCO PAPER PRODUCTS 
CO., LOS ANGELES, CALIF. 


Mr. Cover. I am the owner of the Arco Paper Products Co. I 
started in business about 15 months ago, approximately January 
1950, in the manufacturing of paper bags and paper boxes. 

It took me about 4 or 5 months to set up my equipment and get 
ready to accept orders, during which time most of the paperboard 
mills and paper mills on the west coast, and some as far east as Michi- 
gan, offered to sell me my requirements of paper and paperboard. 

At the moment I was not quite ready to place my orders because I 
did not know the sizes or the weights of paper that I would require. 
That would depend on the customers’ specifications. 

In the month of June I got my initial delivery of paperboard 
from a local paper mill, which also has a box-fabricating department. 

After July of 1950 I was turned down by all of the jocal paper 
mills. They would not sell me any paperboard for the making of 
paper boxes. I was likewise turned down by all of the west coast 
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paper mills that make paper which would be suitable for converting 
into paper bags, such as kraft paper, wax paper, lacine paper, an 
sulfite paper. 

The ae mills which could have supplied me with paperboard, 
each of their own box-converting department—they were able by 
refusing to sell me any paperboard, as well as some of the other 
smaller box manufacturers, to control the business; that is, the so- 
called consumer business. And likewise to jack up prices approxi- 
mately 35 to 50 percent over what they were ony 7 or 8 months ago. 

The paper mills on the west coast, some of them have their own 
bag-making departments; and they likewise refused to sell me any 
paper, —— that they needed it for their own supplies. What com- 
panies I was able to contact that made paper which would be suitable 
for my purposes have each written me that they are not taking on 
any new customers but that they are supplying only their old cus- 
tomers, according to an established, so-called established, allotment 
which they set up. 

I have in the past 2 months made visits to some of the paper-box 
manufacturers here in Los Angeles, as well as the paper-bag manu fac- 
turers here in Los Angeles, and I find that their warehouses are 
crammed full of paperboard and paper suitable for the making of 
bags which I can make as well as they can. 

They have so much paper on hand that oD moti, manufac- 
turer told me only last week, after he had quoted me on a box which 
I was unable to make because I had no board and I asked him if he 
would make it up, he quoted me a price 4, 5 weeks ago predicated upon 
his first in price of material, which means he had some paperboard 
that he got in last—apparently—last June or July, before the increase 
in price, and based upon that he gave me a lower price. 

e told me last week, when I called him up and asked him whether 
that quotation would still hold, he said, “I am sorry, I am now dig- 
ging into the next higher priced batch of board, and I cannot 
your order at the lower price which I gave you 4 or 5 weeks ago, 
because I have already used up that board,” indicating that he had 
zbout a 7 or 8 months’ supply of board. If he is only digging into his 
new supply now, at the higher prices, he must have been loaded up. 

I was down to another plant that manufactures paper bags; I 
was down to two of them, two of the largest in the United States. 
This is a branch plant. They have rolls of paper piled to the rafters. 
There must have been, well, —, 10, 15, 20 carloads of paper 
loaded, which is just lying idle there while my equipment similarly 
remains idle. I cannot turn out any bags because I can’t get paper. 

By curtailing the output, although my output would only be lim- 
ited—I am a small-business man—they are able to raise the price on 
what they do put out and let their finished products get out on the 
market, the same as the diamond mines in South Africa allow a cer- 
tain st of diamonds to get out so that the market price stays 
high. Only here they are able to jack it up still higher. 

Now, I do not want to engage in a program of price cutting or price 
busting. I am too small to undertake such a foolish thing. All Tam 
seeking is to get some of this paper that they are hoarding, in spite 
of the regulations which prohibit the hoarding of critical materials, 


as enumerated under the various notices put out by the National Pro- 
duction Authority, of which paper is one of them. 
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Yet, when I inquired yesterday from Mr. H. S. Smith in the Com- 
merce Department, he said this notice No. 1, which was published 
on January 10, merely sets forth what are critical items; in short, 
= 

said, “Well, that is common knowledge. Everybody knows that 
steel is short, that paper is short, that aluminum is short, that copper 
is short, and a hundred or perhaps a thousand and one other items 
are short. But why do you permit big business to tie up the flow of 
supply, the flow of the raw material supply from the mills and allow 
them to just store it, so that they have perhaps 6 months’ or a year’s in- 
ventory ahead of them, and I can’t get enough to run 2 weeks?” 

Mr. Murer. What did he say ¢ 

Mr. Corer. He says, “Well, this notice was just put out,” so that 
switched away from paper. So if you know where there is a good 
deposit of some mining material, such as—— 

Mr. Mutrer. So far as you are concerned, this paper is mining 
material you need. 

Mr. Coter. Yes. He says, “Go out and tell us you have a mine, that 
you can supply the raw material; and we will, naturally, find a way 
for you to dispose of it.” 

r. Muurer. Will you give us the names and addresses of these 
hoarders ? 

Mr. Corer. Benjamin Betner Bag Co., at 4949 Everett Street, Los 
Angeles. That is a branch factory of the company by the same name 
that has plants in perhaps five or six different locations in the United 
States. 

There is the Continental Bag Specialty Co., of 8100 South Beach 
Street. They have a load of paper. 

Mr. Muurer. These people are people from whom you normally get 
your paper ¢ 

Mr. Corer. No. These are other converters that I would normally 
be in competition with. They are loaded up. Some of them are run- 
ning two shifts. ‘They have put in additional equipment only lately, 
and they have hired additional employees because of the great amount 
of business they have. They are able to get paper. 

Now, with respect to Benjamin Betner Co., last December—— 

Mr. Mvuurer. You can’t get paper from the same source that sup- 
plies them ¢ 

Mr. Corer. I cannot get paper from the same source. 

Mr. McKinnon. Are they a subsidiary of the paper supplier / 

Mr. Corer. No; not that I know of. No, sir; they are not. They 
are independent converters. They buy their paper from the Oregon 
Pulp & Paper Co. in Salem or Portland, Oreg. 

Mr. McKinnon. How long have they been in business? 

Mr. Coter. Benjamin Betner is an old-time concern, 20, 25 years. 

Mr. McKrynon. Do you believe they have gotten more paper 
now—— 

Mr. Corer. I was down there just a few weeks ago. I saw more 
pa there than I think they can use for 6 months. 

Mr. McKinnon. You believe it is more paper than they can use for 
a normal inventory ¢ 

Mr. Corer. I was in their place. I bought a used bag-making ma- 
chine. One of the machines I bought I got from them. When I was 
in their place to remove it, they didn’t have one-fourth of the quantity 
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of paper; that was last spring. So that their normal supply, if that 
was indicative of their normal supply, now they have four and five 
and more times the quantity of paper than they had at that time. 

Mr. Murer. Last spring, paper was more or less going begging for 


buyers. 

Mr. Corer. Yes, sir. Now, referring to this Betner Co., last De- 
cember I spoke with the manager of the Betner Co. and asked him 
if he could get me a carload of waxed paper, as I wished to make it 
up into sandwich bags for Taverner & Fricke, one of the large whole- 
sale houses here in Los Angeles. 

Betner had previously been making these bags for them, and they 
sold their machine. I contacted Mr. Taverner and he said, “If you 
can make these bags up for me, I will be glad to give you an order. 
They are on short supply. It is vitally needed.” 

I asked Mr. McKay, the manager, if he could get this waxed paper 
for me from the Oregon. Pulp & Paper Co., his supplier. 

He said, “Well, if I do that it will cut down on my allotment.” 

But he said a Mr. McCord, the sales manager of the — Pul 
& Paper Co. here in Los Angeles, was down to see him only last wee 
and asked him whether he wanted to put in an order for a carload of 
waxed paper for these bags. 

He said, “I am no longer making these bags and I therefore don’t 
need that waxed paper.’ 
oe says, “If you want to call Mr. McCord up, perhaps you can get 
this paper.” 

I os ed Mr. McCord up and I had been speaking with him for 
months trying to get paper from him. And I said, “Mr. McCord, can 
you give me any wax paper so I can make up some sandwich bags?” 

He said, “Mr. Coler, I told you before we are not taking on any new 
customers. We can’t supply you. Our other customers are crying 
for more and more paper. 

I said, “Well, is that the situation today ?” 

“Ves.” 

I ~ “Was that the situation last week?” 

Tes. ? 

I said, “Why then did you offer Mr. McKay of the Betner Bag Co. 
a carload of paper only last week, a carload of wax paper, and you 
now tell me you can’t give me any?” 

He said, “Well, I did go to see Mr. McKay and I did suggest to him 
that he had better order a carload of wax paper because it is getting 
kind of tight,” to be sure he would get it that he had better get his 
order in now. 

I said, “Now they didn’t order that from you, did they?” 

He said, “That is right.” 

I said, “Let me have it.” 

He said, “I can’t do it. We are not opening any new accounts. 
We can’t give you any paper.” 

Now, that is the refusal I get from mills all the way across the 
country, the Rhinelander Co., the Sidney Roofing & Paper Co., the 
Nicolet Paper Co. These are all the la manufacturers. The 
Longview Fiber Co. They have a plant in Los Angeles and San Fran- 
cisco, all the way up and down the coast. . 

The Pacific Paperboard Co., the International Paper Co., the Deer- 
field Glassin Co., in Deerfield, Mass. From the Southland Paper Mills, 
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and Regal Paper Corp., in New York. The Regal Paper Corp. is one 
of the largest companies. I don’t know how much they sell out here. 

Mr. Muurer. May I see that, please? None of these raised the ques- 
tion of your financial stability or terms? 

Mr. Corer. I offered to send them cash with my order. There is no 

uestion of finances. 

Mr. McKinnon. Would you say the demand for paper has increased 
tremendously now, above the supply, or is it purely a matter of artifi- 
cial hoarding ? 

Mr. Corer. I think the artificial hoarding is part of it, has some 
part of it. 

The mill production of paperboard, according to the records I read 
from the trade magazines, and the recent reports in the newspapers 
is about 106 percent of capacity, as compared with 95 percent of ca- 
pacity a year ago, so that the mill production now is approximately 
10 to 11 percent higher than last year. 

Now, the population of the United States has not increased by 11 
percent in 1 year. 

Mr. McKinnon. You are going through the same experience many 
newspaper publishers have gone through in the past 20 or 25 years 
where an established company has shut out the start of a lot of new 
business. I wonder if we can be of any service in breaking up the | 
inventories. 

Mr. Corer. I think it would be a simple matter, in which you could 
do something, if the NPA would amend this notice No. 1, as well as 
regulation 1, to include paper and paperboard, so that these large 
converters would be permitted to not hoard large stocks and have it 
lying there for months while other companies could be fabricating 
it and turning it out, and ease up this so-called tight situation. 

Mr. McKinnon. Artificial shortage. 

Mr. Corer. Yes. 

Mr. McKinnon. An inventory control on paperboard 

Mr. Corer. The same as on steel. There is an inventory control 
on certain metals. There should be on paperboard and paper in gen- 
eral, all sorts of paper. That way everybody gets some. They get 
in the competition with one another, and they are able to hold the 
price down. 

If you line it up that way and keep it in a few hands, you are going 
to have high prices and artificial shortage. 

Mr. McKinnon. Mr. Mansfield ¢ 

Mr. Mansrievp. No questions. 

Mr. McKinnon. Mr. Multer? 

Mr. Murer. From correspondence with the Regal Paper Corp. it 
would seem that they have some kind of an agreement, either written 
or otherwise, to divide up the country between the big fellows, as to 
who will supply what. ‘They indicate you should contact somebody 
else who might be able to give you your paper. ; 

Mr. Corer. I have had experience in the last 6 months in letter 
writing, telephoning, going around and pleading to get some paper. 
I can’t get enough to run a small plant because the fos Angeles big 
fellows have it. They have more than they can use. 

Mr. Muvrer. Some of these fellows apparently indicate a willing- 
ness to help you. The March 2 letter asks you to give specifications 
of what you need. It is from Brinker. 
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Mr. Corer. He is in town. He has since told me—— 

Mr. Muurer. The Pacific Paperboard Co. says, in February, if they 
install their additional facilities they may be able to take care of 

ou. 

Mr. Coxer. I spoke to Mr. Davis, the local sales manager, last 
Saturday night, and he told me they still have not progressed on the 
erection of the local plant. They are trying to get a certificate of 
necessity from Washington, and until that time, which may be many 
months, they can’t supply us. 

I asked him, I said to him, “You have about eight or nine cus- 
tomers that you are supplying here in Los Angeles with paperboard 
that have more than their usual amount.” said, “For instance, 
the Andre Paper Co., down on East Sixteenth Street, uses about 
15 to 20 tons of paperboard, normally, a month. They have about 
90 to 100 tons on hand.” 

He told me himself, over two carloads—he told me that himself, 
over two carloads. 

I said, “Why do you ship so much in to them? If you will ship 
me a half a carload, 20 tons, I could keep going for a month.” 

He said, “They have to have all this. They are under contract 
with us for so much per month. All of our customers from the Pacific 
Paperboard Co. are under contract to take a certain amount.” 

Certainly, these paper-box converters are glad to get overship- 
ments. When they have any left over they turn it over to the Ameri- 
can Paper Co. here in Los Angeles, and when I call the American, 
which is a jobber, they want $180 a ton for board which at the mill 
is only $102.50. 

There is one of your black-market suppliers. I said, “Mr. Montleon, 
I won't pay you that price or buy paper from you. You ought to be 
put somewhere so you couldn’t sell it at that price.” He is only one. 

I wouldn’t be surprised that some of these others that have surplus 
board are engaging in these activities. 

Mr. McKinnon. Thank you, Mr. Coler. 


STATEMENT OF MAX FEINGOLD, ATTORNEY, HOTCAN CORP., 
LOS ANGELES, CALIF. 


Mr. Fetnecorp. I represent a group of small-business firms engaged 
in war industry. ‘They have many problems, but there is one basic 
aay they are confronted with at the present time. They actually 
1ave and are trying to produce food rations for the Navy and the 
Air Force. 

They have been prime contracting now for better than a year and 
a half. The orders run into very substantial sums of money, and 
much more substantial than the ability of the firm to carry out. 

Some of the orders are restricted and some are secret, so the details 
I am not going to go into. But at the present time, I say about a 
month and a half ago, we made an application under section 302 
to the Department of Commerce for a working-eapital lovn, a revolv- 
ing loan for the purpose of buying the raw materials, the cans, the 
chemicals that go into this self-heating can. 

By way of 0 rar ager it is a single-ration can, between. 514 and 
6 ounces of foodstuffs. Surrounding that can is a second can, and 


in between the two cans is a chemical that is sealed in. 
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When the lid is punctured between the inner and outer can, and 
water is put in the can, it heats itself and serves a hot meal. 

As I say, the Air Corps, the Navy has been buying it in fairly large 

uantities. We ran into this situation with this particular firm, where 
they couldn’t satisfy financially the suppliers of the foodstuffs, of the 
cans and of the chemicals and so on. 

We have made this application, and it was turned down arbitrarily. 

Mr. Murer. Where did you make the application ¢ 

Mr. Fei1ncoip. Through the Department of Commerce under sec- 
tion 302. We also applied for a V loan through the local banks. 
That was turned down. 

Mr. Mansrietp. What was the reason ¢ 

Mr. Ferncoip. That the firm did not have sufficient net worth, let 
us say, to support the size loan that was requested. Yet the size loan 
that was requested was necessary for the operation, to complete and 
produce these orders. 

Mr. Mansrtevp. That bank was the bank you had been doing busi- 
ness with before? 

Mr. Ferneoup. Yes. 

Mr. Mansrtevp. They were well aware of your financial standing? 

Mr. Feineoup. Yes. I may say, from a banking point of view, the 
size loan as compared with the net worth of the firm was not a good 
banking loan. 

» Mr. Mansrtevp. I think we ought to ask the question there that Mr. 
Multer brought out in San Francisco. Just what risk does a bank 
take in reality in servicing a V loan, approving one? 

Mr. Ferncoip. Actually, they take a risk of the last 10 percent under 
a V loan. That is about all. 

Mr. Mansrieip. They get how much for that? 

Mr. Ferncoup. 4 or 414, 5 percent. 

Mr. McKinnon. They have to pay an interest rate out at the time 
they get that, but they get a guaranty, don’t they? They have to pay 
2, 21% percent out on the guaranty ? 

Mr. Fetneoip. The borrower? 

Mr. McKinnon. The lending institution. 

Mr. Frei1ncoip. The lending institution. 

Mr. Murer. They retain at least 214 percent for themselves? 

Mr. Mansrizevp. The Government guarantees 90 percent of the 
loan. 

Mr. Mutrer. The 21% percent is of the 100 percent of the loan. All 
they are taking a risk for is of getting their 214 percent of the 100 

rcent. 

Per. Ferncotp. That is right. The result of the situation and the 
place where the firm is right now is the fact that it has, I would say, 
many hundreds of thousands of dollars of prime contract orders on 
hand it is producing. With this particularly risky situation—the 
supplier of the foodstuffs happens to be a very wealthy firm and they 
are carrying this firm along much further and beyond their ordinary 
terms, which are 10-day terms. 

At the present time they are owing approximately two-hundred-odd 
thousand dollars, and it is about 90 days, the money is owing to them 
90 days. The other prime contracts in process now must be supplied. 
That is, the merchandise must be bought. 
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The same thing with cans, they must be bought. It has been a situa- 
tion that is wrought with risk and and shouldn’t be necessary, because 
where it is strictly a prime contract, strictly for military and where 
the money is only to be used for the purpose of a the ingredi- 
ents that go into the commodity, the money should be available on a 
revolving fund basis. 

Mr. McKinnon. What bank did you apply to? 

Mr. Ferneoip. Bank of America. 

Mr. McKinnon. The main office? 

Mr. Ferneorp. The local office. 

Mr. Mutter. Did they give you the excuse for not making the loan 
that they were afraid there might be a tax lien filed against the 
assigned money or the money that may become due under the contract ! 

Mr. Ferneotp. No. As a matter of fact, the company has no tax 
problems; hasn’t made any money. 

Mr. Mutrer. They haven’t given you an excuse so the Government 
could come in at some time with the claim against the company and 
thereby impair the security ? 

Mr. Ferneorp. No. 

Mr. Muvrer. Did you try RFC? 

Mr. Ferncorp. No, not yet. We went through the Department of 
Commerce on the basis it had to clear through the RFC from the 
Department of Commerce. 

Mr. Muurer. You are familiar with the Smaller War Plants Cor- 
poration in operation during World War IT? 

Mr. Ferncoip. Yes. We have a problem here that the company 
doesn’t own the plant. It rents the space. It owns the equipment, 
and that is a nominal value, approximately $15,000, $20,000, $25,000, 
as compared to a loan, as I say, that would have to run into hundreds 
of thousands of dollars. 

Mr. Hix. Is there a patent on the hot cans? 

Mr. Ferneorp. Yes. 

Mr. Hut. And the fluid? 

Mr. Ferncoip. The patent is on the container and method of clos- 
ing, and the method of operating. 

Mr. Huw. Not on the material? 

Mr. Ferncoip. Not on the material. The specifications filed with 
the military forces, as we are required to do, a specific statement was 
made that if any of the military organizations wanted that, the patent 
could be licensed to other manufacturers, at a reasonable rate, depend- 
ing on whatever the Government decided. 

There isn’t any question of that. It is a patented item. 

Mr. Hitt. Can you put any kind of food in it, almost ? 

Mr. Ferneotp. Any kind of food that requires heating. At the 

resent time they are making 13 different foodstuffs that are contained 
in these cans for the military. 

Mr. Hitz. How long a time does it take to heat the food? 

Mr. Frincotp. Eight minutes. 

Mr. Hitt. Can you regulate how hot you heat the food ? 

Mr. Ferncorip. No, you can’t. I shouldn’t say you can’t. If you 
stop the process, as you can do by turning the can over, at the end of 
4 minutes it is lukewarm. At the end of 8 minutes it is up to about 
180°. 
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Mr. McKrynon. You pointed out a problem we have come across 
before in these hearings, and we are going to be discussing and giving 
a lot of consideration to when we get back to Washington. 

Mr. Ferneoip. If I may make one suggestion, and I have run into 
it in other places. There should be some definite place where some 
definite committee could be that could rule on these applications, 
instead of the present procedure of having it come to a local office 
and then going back to Washington and having Washington check 
it and have it sent back to the RFC locally. And then it goes back 
to Washington and then comes back to the local office. That back and 
forth business, I believe, frankly, is unnecessary. 

If you have a place that has authority to let them act, a lot of that 
time could be saved. 

You take under the present regulations, which went into effect 2 or 
3 weeks ago, some of the military procurement offices have authority 
to lend some money to a contract in advance. However, you find that 
their procedure isn’t organized. 

Your procurement officers don’t know how far they can go yet or 
what they can do, and some place along the line a situation like this 
where, for example, the Navy keeps insisting on deliveries as fast as 
you can, that they need it faster, and yet you are tied up for want of 
money to get the commodities to produce and deliver. 

If they had either a local officer with authority or local officer at 
Wright Field or San Diego or Washington, you could go to one place 
and get action, and you would have solved a great deal of the problem. 
bes should give a situation like this great consideration, 

Mr. Mutrer. | think you are right. There are ample provisions in 
the law to take care of the situation. It is the administrative problem 
that requires rectification. 

Mr. McKinnon. The committee has had it before. 

Commander Loomis. When you submitted your proposal did you ask 
for advance payment ? 

Mr. Frerncotp. We asked for advance payment at the local office 
vere. 

Commander Loomis. At my office?) Iam Commander Loomis. We 
do have a provision to give you advance payment if you ask for it. 
If you don’t ask for it, we are not going to give it to you. 

r. McKtnnon. How large a percentage does that run / 

Commander Loomis. It depends on their demands. It can run up to 
75 percent of the contract. This contract isa substantial one. I think 
that is the third one out of our office. 

Mr. Hitz. In a new product like this, do you have to have your own 
investigation of how it works? 

Commander Loomis. Yes; we have legal authority in our office and 
can work it out. There is no problem at all. 

Mr. Murer. It is too late for him to come in and ask now? 

Commander Loomis. Yes; the contract has been written. We can 
give him advance application for consideration. 

Mr. Ferncoip. On the present contract ? 

Commander Loomis. Yes. 

Mr. Ferncoip. Does the same situation hold true with the Air Force ¢ 

Colonel Ficxurne. Yes, sir. 

Mr. McKinnon. That was a quick answer. 
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Mr. Ferneouip. May I ask a further question, if I may, because we 
have asked at the procurement office back East on the question of an 
advance, and our problem there has been that we haven't had anybody 
who would assume the authority to make the advance payment. 

Is there any special officer or office we can go to and get definite com- 
mitment on that? 

Colonel Ficxuire. I don’t know about the East office. 

Mr. Ferncorp. It is all in the East. 

Colonel FicxxrNe. It would still have to be made at Dayton, if that 
is where the contract was let. 

Commander Loomis. The responsibility of the contracting officer. 

Mr. Ferncotp. We have been getting contracts at different ports 
and different airfields, different procurement offices. It would mean 
that we have to go to each individual procurement office at each in- 
dividual place. 

Mr. Muurer. To cover each place. 

Commander Loomis. Yes, sir. 


STATEMENT OF L. D. WEBB, VICE PRESIDENT, AIRCRAFT 
INDUSTRIES ASSOCIATION, LOS ANGELES, CALIF. 


Mr. Wess. I am glad to appear before the subcommittee of the 
House of Representatives today as the designated spokesman for the 
aircraft manufacturing industry in southern California, which wel- 
comes the hearings as a constructive step at a critical time. 

The aircraft industry, which currently makes use of the facilities 
of thousands of small business firms in this area, necessarily will 
require the services of many additional subcontractors and suppliers 
as the military aircraft procurement program is accelerated. 

At present, the member companies of the Aircraft Industries As- 
sociation in southern California are using 22,796 subcontractors and 
suppliers. Dy the year’s end, according to the best estimates of pro- 
curement executives, we will be using 29,634 subcontractors and sup- 
pliers. There is some duplication, of course, because many major 
manufacturers use the same sources, but to what degree we are not 
able to determine without extensive research. 

A chart compiled from information supplied by 11 major aircraft 
contractors showing the distribution of the airplane manufacturers 
contract sales dollar and its effect on small business, both for 1950 
and a prospectus for 1951, is attached to this report. This is further 
supported by a representative group of individual company reports. 

The 1950 “pie chart” shows that 40.1 percent of the sales dollar 
last year went for subcontracts and material purchases, while 59. 
percent went for labor, plant amortization, taxes, utilities, rental. 
and profit. 

The 1951 projected chart shows that an estimated 46.03 percent wil! 
go for subcontracts and material purchases, and the remaining 53.97 
percent will be spent for labor, ter amortization, taxes, et cetera. 


The information supplied us shows on line No. 1—and I repeat— 
that 22,796 subcontractors were used in 1950 and the total for 1951 
is estimated to be 29,634. 

Line No. 2 shows the number of subcontractors classified as big 
business in 1950 totaled 2,687, while an estimated 4,793 are similar] 
classified for 1951. 
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Line No. 3 shows 20,109 subcontractors falling into the category 
of small business were in use in 1950, and with 24,841 estimated to 
be used in 1951. 

Line No. 4 shows that 54 percent of that part of the sales dollar for 
1950 which was spent for subcontracts and material purchases went 
to small business, while an estimated 59.89 percent of the similar 

art of the 1951 sales dollar will go to this same source of supply. 

his means that in 1951 27.6 cents out of every contract sales dollar 
will go to small business and 18.4 cents will go to big business sup- 
pliers. Thus the major part of the subcontract dollar will go to 
small business firms. 

The course of future activity for the aircraft industry is such that 
we anticipate that the year 1952 will bring an increasing expenditure 
of the sales dollar for subcontracts and all purchased material. Fur- 
ther, we anticipate that the year 1952 will show a higher percentage of 
that dollar being channeled to small business. The industry’s plan- 
ning for the latter part of 1951 and the year 1952 includes a program 
of emphasis in bringing a higher percentage of small businesses into 
the subcontractor field. 

There is a certain portion of our material dollar which always will 
go to big business because of the complexity and size of our product 
or the work to be performed. All major assemblies which the aircraft 
industry subcontracts—such as wings, empennages, et cetera—by the 
very nature of the articles in themselves, require more than 500 work- 
ers to fabricate and assemble. This is pointed out as one of the reasons 
why the Department of Defense definition of small business is a firm 
employing less than 500 persons. 

Initial subcontracts also go to big business for such items as basic 
raw materials, engines, propellers, instruments, radio, radar, and 
armament because of the long procurement time, the large capital 
investment, the special techniques and the special machinery required 
to produce them in compliance with the rigid Government and com- 
pany specifications. 

In the course of time each of the big-business concerns involved in 
turn subcontracts large portions of their contracts to small business. 
The work spreads from the major prime contractor to the major sub- 
contractor to the subcontractor and supplier. This pattern becomes 
almost endless in our particular industry. 

Our industry also is unusual in this respect: Today’s modern mili- 
tary airplane is vastly superior to World War II types. They are 
in the main twice as big, require approximately four times as many 
man-hours to build and are far more complex than aircraft of 6 years 
ago. They take time to build, even if we could have the hoped for 
ideal condition of complete availability of sufficient manpower, ma- 
terial, and machine tools. Contracts let this year for military aircraft 
‘annot be completed for several years after the award is made. 

Therefore, the flow of orders to subcontractors must be geared to 
the production of the prime contractor. 

The major aircraft manufacturers in southern California are fully 
and sympathetically aware of the problem facing all producers of 
civilian goods, particularly the smaller firms. "The industry has 
adopted the policy of extending counsel and assistance to these organ- 
izations wherever possible. With the heavy production schedules 
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facing the aircraft industry, we cannot afford to overlook a single 
company which can help speed up the output of fighting craft for our 
military services in the present crisis. 

Many companies have established integrated groups am mate- 
rial, purchasing, and production divisions whose activity is devoted 
to seeking competent subcontractors and suppliers—in big business or 
small. Complete surveys of the potential subcontractors’ facilities, 
— financial position, production know-how, et cetera, are 
offered. 

In this connection most companies also are tendering advice and 
assistance wherever possible to enable small business to convert facil- 
ities to the maximum usefulness for the aircraft industry. 

The industry has adopted in general a policy of maintaining a 
factual approach in these surveys, even to the extent of discouraging 
those organizations who cannot possibly quality as suppliers to the 
aircraft industry without completely rebuilding their facilities, revis- 
ing their manpower, et cetera. 

In extreme cases, the aircraft companies in the main, however, have 
been able to suggest other courses of action with other types of defense 
work which we feel such organizations could handle. 

Accepting the fact that small business is the foundation of Amer- 
ican indust ry, it must be true that big business grew from this founda- 
tion. Many cases could be cited of small-business concerns which 
started a few years ago and through good management in developing 
new designs and ideas, in keeping pace with new inspection and proc- 
essing methods, in developing better methods of production, and, in 
keeping abreast of the ever-changing state of the art, have become big 
business. 

In normal circumstances this evolution takes place over a period of 
years. Time, therefore, is one of the factors in the solution of the cur- 
rent problem. In emergencies such as the present, industry must find 
ways to reduce the time factor in this evolution. Careful planning, 
selection, and education of the proper subcontractors can reduce the 
time required for normal business growth. 

Companies of the Aircraft Industries Association which I represent 
here today, gentlemen, firmly desire to broaden to the maximum ex- 
tent practicable the industrial base on which the aircraft industry 
rests during this period of mobilization expansion. 

We are following this expressed policy with every facility at our 
command. We firmly believe that it is the only basis upon which the 
aircraft business can accomplish the present degree of defense pro- 
duction and still prepare for the eventuality of a greater degree of 
mobilization, if and when that becomes necessary. 

(The following was submitted for the record :) 
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Cales Dollar—Continued 
Percent 
22, 796 


1951 (estimated ) —_. 29, 634 
2. Number of subcontractors classified as “Dig | business” : 


1. Total number of subcontractors: 


; : 2, GST 
1951 (estimated ). 4, 793 
3. Number of subcontrae tors c lassified as “small business” 
2 20, 109 
1951 (estimated ) Se 
4. Percentage of B which goes to “small business” 
1950 __ 
1951 ; u 
1In addition to the attached charts, the averaged data for line No. 4, includes figures 
from Aerojet, Bendix Pacific Division, Northrop, and Hughes Aircraft, which reported 
95, 50, 87, and 75 percent, respectively, of their subcontract dollar as going to small 
business firms. . 


Sales dollar, Consolidated-Vultee Aircraft Corp., 1950 


Percent 


. Total number of subcontractors__ 

. Number of No. 1 classified as “big business’’___~ 
. Number of No. 1 classified as “small business” 

. Percentage of B which goes to “small business” 


Sales dollar, Douglas Aircraft Co., Ine. 
. Labor, plant amortization, taxes, utilities, rentals, profit : Percent 
P 
1951 (estimated) es , 53. 50 
. Subcontracts and material pure hases : 
5 _. 34.71 


1961 (estimated)... __ 


. Total number of subcontractors or vendors: 
. ane ~ BM EO 
1951 (estimated po eee oh é lhe 4, 000 

2. Number of No. 1 classified as ‘ ‘big business” 
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. Number of No. 1 classified as “small business” 
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Sales dollar, Lockheed Aircraft Corp. 
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Sales dollar, North American Aviation, Inc., 1950 




















Percent 

A. Labor, plant amortization, taxes, utilities, rentals, profit... ~~ wisteeh ana t4 

B. Subcontracts and material purchases____._--.....--.-.-------------- 36 

1. Total number of subcontractors___........_..-...-------.-------.-..- 4, 600) 

2. Number of No. 1 classified as “big business’_.....__..._-.__-_------___- 920 

3. Number of No. 1 classified as “small business”_......._...-.-.--------_ 3, 680 

4. Percentage of B which goes to “small business”__..___-._-_--.----__- 35 

Sales dollar, Rohr Aircraft Corp., 1950 
Percent 

A. Labor, plant amortization, taxes, utilities, rentals, profit...........- 47.8 

B. Subcontracts and material purchases__........-.....---.--.--- aaa WN 

1. Total number of subcontractors__...........--...-.----~ ab icwine Seige os eee) 

2. Number of No. 1 classified as “big business”_.........____-__.----- 266 

3. Number of No. 1 classified as “small business” ___-_- See i Rar tet am v4) 

4. Percentage of B that goes to “smal! business’_________ a a EES 25 

Sales dollar, Ryan Aeronautical Co. 

A. Labor plant amortization, taxes, utilities, rentals profit : Percent 
Sera selatecisalstiehen ciliate Deine lcacieniishgs tole A RA SN Son aiken th 58.1 
ROGR (entiennted) anessnicesvenndddeibii thsi a cbipichll SS PI oe 56.2 

B. Subcontracts and material purchases: 

Tin ws erninsdaeceresedenesetennsnraen baba ae eked oas dddest dah ohh tid thin ddadmin 41.9 
BR) RR RY CF SEER CAS SE EE es CES BON 3 43.8 

1. Total number of subcontractors or vendors: 
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SUITE, . CUMIN TT osc ties ditesin Hicnatbeiiigs tentetpeiommmantay-ntemeeetngs aeciaiinianedia anneal 1, 500 

2. Number of No. 1 classified as “big business” : 
db i ee} TOL ware ae Ck ie te he etre, b edeeadatiead Papa 123 
EEA RE ET EE AS EDIE ETN, AEE tt 135 

3. Number of No. 1 classified as “small business” 

a ll ee ey a date 59 Eocielpat iene SE teeta Sey nee Ore we Aepate 2 ect 1,244 
Bj BRIERE etl aati a a a hoe a alae Ce othe Si + 1,365 

4. Percentage of B which goes to “small business”___.............-----_. 35 
RE: EGR ie se Ey CP A re ee © orb AK Le BO 
p | RRR a Rr Reece een ay AE spay iniibicnih antidsialiaindaeniaedataaan 50 


Mr. Wess. We are here to represent the aircraft prime contractors, 
gentlemen, as I have set forth in my statement, and as such we are 
essentially big business. : 

The purpose of doing so is to tell your committee what this industry 
is endeavoring to do with relation to its small-business suppliers. e 
have given you a statement here which has been put in the record. 
But we felt it would be valuable to your committee to know just the 
scope of the operation that is now going on. 

Mr. McKinnon. You mentioned “big business.” By “big business” 
do you mean businesses with more than 500 employees? 

Mr. Wess. Yes. 

I do want to say that in the course of this check here we find that 
roughly 65 percent of the subcontract business from the local aircraft 
industry is placed within a radius of about 300 miles. The rest of it 
goes all over the country. That is necessarily so because there are so 
many specialties that come into this business. 

In fact, I think I can state without being incorrect in any sense that 
every trade and profession in the country is represented in some respect 
in the aircraft manufacture. ; 

I want to say in conclusion the association and the companies that I 
represent here are following the policy which we mentioned with every 
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facility we have. We believe it is the only basis on which the aircraft 
business can accomplish the present degree of defense production and 
still get ready for further expansion, which we know is coming. 

Mr. McKinnon. Thank you, Mr. Webb. 

Mr. Wess. I have available here quite a few reprints of an article 
which appeared in Western Industry, as to how to go about getting 
aircraft subcontracts. It may be that some of the people here in the 
room may be interested. 

Mr. McKinnon. Thank you. 

Mr. Mutrer. I am sure your industry realizes, while the title of 
this committee is “Small Business,” we are not opposed to big business, 
because we are seeking to get the fullest cooperation between big busi- 
ness and small business and the Government, so small business can do 
a job along with you. 

Mr. Wess. That is why I am here. 

Mr. Mutrer. If you subcontract part of your main contract or prime 
contract to a man who is going to make some aluminum product for 
you, do you make them available to him; that is, any aluminum ¢ 

Mr. Wess. The practice in that respect varies a good deal, sir, but 
in some cases the material is supplied by the prime contractor. That 
is, where the small-business man is unable to get his material, wherever 
possible the prime contractor will supply it for him, assuming he him- 
self has it. 

Mr. Mctter. Now, let me ask you if this isn’t true: You get a prime 
contract that requires 100,000 pounds of aluminum. You get DO’s 
for 100,000 pounds of aluminum. 

Mr. Wess. That is correct; yes, sir. 

Mr. Murer. Then you subcontract part of that to a man that is 
going to need 10,000 pounds of aluminum for his product he is going 
to make for you. 

Mr. Wess. Yes. 

Mr. Mutrer. He then gets a DO for 10,000 pounds; is that right ? 

Mr. Wess. It is, but usually has to be further classified, besides 
poundage, as to the type of material. 

Mr. Mutrer. Let’s assume we are talking about the same type of 
aluminum, same grade and quantity. 

Mr. Wess. That is correct. 

Mr. Mutrer. And size and gage, and all that goes into the specifica- 
tion. 

Mr. Wess. That is correct. 

Mr. Muurer. You now have a DO for 100,000 pounds of aluminum 
of that specific grade you need for your prime contractor for defense. 

Mr. Wess. Yes. 

Mr. Mutter. You cubcontract to someone who needs 10,000 pounds 
of that identical aluminum. He then gets a DO for that 10,000 
pounds. Does he get it charged against your 100,000 pounds or is 
there outstanding then 110,000 pounds in DO’s? 

Mr. Wess. It depends. That is an engineer’s answer. It depends 
a good deal on whether the individual supplier, the small firm, now, is 
supplying more than one company. 

Obviously, if he is supplying half a dozen, let us say, he will proc- 
ess his own material. e will get his own rating The rating will be 
passed on from the prime to the sub, and by the sub to the agency 
that supplies him his material. 
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On the other hand, if it is a single, small firm that uses only a small 
batch of this metal, I think it would be quite proper to expect the 
prime to supply him with material. 

Am I correct in that, Mr. Wells? 

Mr. Weuts. My name is J. L. Wells. I am general purchasing 
agent for Lockheed Aircraft. Yes; that is right. 

Mr. Mutter. I was speaking of steel, for instance, or aluminum or 
some of the strategic materials. In all the strategic materials, I think 
we have run into the situation where we will soon have 200 percent 
in DO’s outstanding against 100 percent of material required. 

Mr. Wess. Compounding of the order. 

Mr. Mutrer. That is right, building up all the time and no one 
down below gets what he needs. 

Your industry can render a service, if, when you take your prime 
contract you see to it that the subcontractor gets an allocation against 
your strategic material, or there is no duplication of DO’s. 

Mr. Wess. I think I can answer that. The prime contractor has 
an essential interest in getting the end product out the door. That 
is the final objective. If by helping his supplier in turn to get his 
material he can expedite his own product, certainly, he is going to do 
that. Ithastobea cooperative effort. 

Mr. Mvuvrer. Mr. Webb, please don’t misunderstand. I am not 
accusing your industry of doubling up and hoarding. 

Mr. Wese. Mr. Multer, there is no misunderstanding. I just want 
to assure you that part of our job is to accomplish that very thing. 

Mr. Mvtrer. I wish you would make plain to the industry the 
necessity of their making sure there is no duplication. There isn’t 
enough strategic material to go around now. 

Mr. Wess. We are quite aware of the shortages, I might add. 

Mr. McKinnon. Mr. Webb, is Lockheed a member of your asso- 
‘lation ¢ 

Mr. Wess. Yes; a very important one. 

Mr. McKinnon. Some of the men up in San Francisco, represent 
ing the smaller labor pools in Fresno and the San Joaquin Valley, 
were quite distressed at hearing about Lockheed awarding a contract 
on tail-and-wing assembly to Kaiser in Oakland, which will necessi- 
tate Kaiser’s building a plant, while facilities are already available by 
a number of producers in San Joaquin and southern California. 

Do you know anything about that contract / 

Mr. Wenn. I question if Kaiser has to build a plant. Kaiser has a 
plant in Oakland and has had. 

Mr. McKinnon. Tail-assembly plant ¢ 

Mr. Wess. I don’t know. Do you know about that assembly, Mr. 
Wells? 

Mr. Weuts. The plant in San Leandro is a plant that is in existence. 
It has to be equipped for airplane manufacture. 

Mr. McKinnon. They have no equipment ? 

Mr. Weiis. No. There will be no bricks and mortar involved in 
this. They are equipping it themselves. It is part of a program 
Kaiser- Frazer entered into with the Government and under the change 
of “1 RFC loan they were to install such a plant for the benefit of the 
military. : 

Mr. McKinnon. There are a couple of things that seemed to me 
didn’t lend to the best interest of our defense. One is the fact that you 
are concentrating a load in a target area if we had an atomic attack. 
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Mr. Wess. That was properly surveyed by the military and they 
approved. 
r. McKinnon. It is a military responsibility and not Lockheed’s? 

Mr. Wess. That is not an assembly for a small plant. It has to be 
handled by a company of that size. 

Mr. McKinnon. What military bunch O. K.’s the surveyed deal? 

Mr. Weis. The Navy. 

Mr. McKinnon. The Navy? 

Mr. Wetts. Yes. 

Mr. McKinnon. Here on the Pacific coast ¢ 

Mr. Weuxs. Yes; and it was also approved by the Bureau in Wash- 
ington. 

Mr. McKinnon. Is there no other plant in operation in California 
that could have handled that work, without creating new equipment 
for it? 

Mr. We ts. I don’t know of any. 

Mr. McKinnon. Who does know then ? 

Mr. Wexts. I don’t think there are any, so far as I know. The 
San Diego area is full. We have got the Rohr plant full, Solar and 
Ryan are full. Langley is full. 

I don’t know of any plant in the San Joaquin Valley area that 
could handle this. There is nothing out on the coast up to Santa 
Barbara; the bay area is the nearest. It was desired to get somewhere 
up in the bay area, for military reasons, I guess. There are military 
establishments already up there. 

Mr. McKrnnon. It seems to me if we are going to have to put any 
equipment into a pom and reequip a plant it would certainly be to 
the best interest of our economy and create less housing shortage and 
other community needs if we are going to create something in the bay 
area or San Diego, for that matter—I come from San Diego—— 

Mr. Wetts. This plant is already in existence. In addition, I 
understand, the Kaiser people are transferring their own equipment 
into the plant. They are not taking anything From the pool or adding 
anything to the plant that would be necessary that would have to be 
done by anyone in there. 

The only other people that can handle an article of this kind, with- 
out doing the same thing, would be other airplane manufacturers. We 
are already using Beech and Cessna in the Wichita area, and the ones 
in the Dallas area. The only other large ones I know of that could 
take this kind of a program is Kaiser. 

Mr. McKinnon. That is the only one that is available on the west 
coast ¢ 

Mr. Weis. There is nothing on the west coast, that I know of, that 
wouldn't have to be built. 

Mr. McKtnnon. The statement was made that in World War II 
some of these San Joaquin pools were turning out wing assemblies and 
tail assemblies. 

Mr. Weis. That is right. We had feeder plants, we had nine feeder 
plants up through that area during the war and we ran them our- 
selves. We put the equipment up there and we trained the people and 
brought them down here from the valley and trained them in our own 
plant and took them back. 

Mr. McKrxnon. What happened to those plants you were using 
at that time / 
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Mr. Wetts. I don’t know. They were gone after the last war. I 

——= they have been converted back into other businesses. 
r. McKrynon. Lockheed didn’t own them? 

Mr. Wetis. No; we leased them. That was just a means of getting 
out and having production during the war. 

Mr. McKinnon. Did it work out very efficiently ¢ 

_ Wetts. It always costs more money to go outside your own 
ylant. 
Mr. McKinnon. You are going outside your own plant now, too/ 

Mr. Weis. Yes. It is going on the basis, too, that it is to the best 
interests of the country to make use of the square footage in that 
plant, without putting up new plants. It is a matter of square 
footage. The type of airplane we are building now is not the same 
type we built during the last war. 

Mr. McKinnon. These tails and wings are larger’ 

Mr. Wetts. All the airplanes are bigger. 

Mr. McKinnon. I am considerably concerned in the way in which 
we are creating a bigger and bigger target area in Oakland and the 
bay region, and Los Angeles and San Diego, and treating impact and 
housing problems and community facility problems the way we are 
and the way we are running into them in Congress in our defense- 
housing bills. 

I wonder how much the aircraft companies and the military sur- 
veyed some of these other decentralized areas, like the San Joaquin 
Valley, for facilities, rather than taking the easy road for a plant 
already in existence. 

Mr. Wetts. I think it was completely surveyed. 

Mr. McKrynon. By your factory or the Navy? 

Mr. Weuts. Us and the mobilization section, the Navy and Army. 
They are very cognizant of these plants throughout the United States. 
They have lists of them and the allocation and disposition of their 
use for 

Mr. McKinnon. We don’t know what happened to those plants in 
San Joaquin that were producing for you last time. 

Mr. Wetts. I don’t think there is anyone that is big enough to take 
this assembly. ; 

Mr. Wess. They were small plants. Just a small handful of people 
in the several places. Likewise, at Santa Barbara. They were not 
in the category of the operations being discussed here at Oakland 
at all. 

Mr. Mvtrer. I hope your industry gets all the small-business sub- 
contractors you are looking for. 

Mr. Wenn. If they are qualified we can help them. 

Mr. McKinnon. We will take a short recess at this time. 

(Short recess taken.) 


STATEMENT OF ROBERT W. GILBERT, ATTORNEY, LOS ANGELES, 
CALIF., AMERICAN FEDERATION OF LABOR, CENTRAL LABOR 
COUNCIL 





Mr. Gitpert. My name is Robert W. Gilbert, of the firm of Gilbert, 
Nissen & Irwin, attorneys for the Los Angeles Central Labor Council 
of the American Federation of Labor. 

I know there are many witnesses and these hearings have been 
carried on for some time. I will try to be as brief as possible. 
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I would like to say, however, the position of the Central Labor 
Council of this county and this community, to be expressed, is that 
it is very heartily in favor of the activities of this committee, in terms 
of the procedure which you have undertaken in a, with these 
clineal, let us say, a problem clinic which you have really set up in 
the course of your investigation. 

It may seem to some extent a little strange that organized labor 
should be particularly concerned with the problems of business, but 
I am certain it is not to the members of this subcommittee, because 
you are aware of the fact that what affects the welfare and the econo- 
mic well-being of business, both large and small, of course, has a direct 
bearing upon the employment status and the economic well-being of 
the employees, under our type of free enterprise system. 

In addition to these clinical problems, I understand your committee 
is investigating the problems of small business and is also interested 
in legislative recommendations, fundamentally, and in comments and 
observations on the administration of the hoes regulations and 
defense legislation itself. 

From that standpoint I wish to speak to you briefly here this after- 
noon. 

I would like to state, primarily, that the general feeling among the 
members of organized labor in this community can be summarized 
with the observation that we are running into a difficulty during this 
present emergency situation, which is a representation of the trends 
and the events during World War II, in terms of concentration of 
defense contracts, in terms of allocation of materials to a relatively 
small number of large enterprises. And that the Central Labor Coun- 
cil, which represents workers in building trades and metal trades and 

rinting trades, and the entire ut, in other words, of craft organ- 
izations within the American Federation of Labor, is constantly re- 
ceiving, through its secretary, Mr. W. J. Bassett, reports where men 
are either losing employment, in the sense of losing jobs, or they are 
losing the full workweek by virtue of the lack of materials for their 
employers and by virtue of the inability of their employers to obtain 
defense contracts. 

The statistics have been compiled, I know, by the predecessor of 
this committee and the Senate Committee on Small Business Problems 
as to this trend and tendency during World War II of concentration. 

We have studied and are quite familiar with the facts recorded b 
the counterpart Senate committee during the first of World War I 
that some 16 percent of the small business failed because of the eco- 
nomic dislocation. 

_ We wish to report, at least to this subcommittee, a general observa- 
tion of the — reports of individual unions. 

There is a definite alarm growing over the situation that small busi- 
ness will not get a fair share of the defense work, and as a result of that 
the employees of small businesses will suffer. 

Now I realize it is easy to deal in generalization, but I think your 
subcommittee is obtaining, through the course of these hearings, con- 
crete and specific evidence in support of that observation. And that 
leads to two main points which T wish to make here this afternoon. 


Mr. Mutrer. May I interrupt you? 
Mr. Guert. Yes. 
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Mr. Moutrer. We are, I think, trying to accomplish the same thing 
you are telling us about. I think this would be a good place to have 
the representative of the Navy Procurement Office in this area put 
some Revnes in the record as to what they are doing here and what 
they are doing in accomplishing what I think is the trend we are 
trying to establish throughout the country. 

Commander Loomis, will you give us the figures as to what small 
business—what business or contracts small business is getting through 
your office ? 

Commander Loomis. I certainly will. Before I came up here I 
compiled a year’s record of the number of contracts, the percentage of 
these contracts to small business, the total value of these contracts 
and the percentage, and total value that small business received. 

The period covered is from April 1950 to March 1951. We exe- 
cuted 54,159 purchase documents, of which small business received 
76 percent. These 54,159 documents represent $42,192,985, of which 
small business received 70 percent or $29,802,455. 

Mr. Muvrer. I think that speaks well for the procurement office of 
the Navy for this area. I think that that is typical of what they are 
trying to do in the other services, too. 

Mr. Oppie. My name is Richard M. Oddie, Small Business Advisory 
Service, Bank of America, San Francisco. 

I would like to say in the Census of Manufactures for the year 
1947, the most recent information that we have on hand, it shows there 
were then some 17,000 manufacturing plants in California. Only 
163 of them had more than 500. employees. 

Those figures, so far as statistics are concerned, are substantially 
correct in their proportion. 

Today that definition, while the one imposed on the services is not 
the realistic one for the purposes for which your committee is at work 
and this group is gathered today, but I think it is about as realistic as 
is a group of giants or men 8 or 9 feet high saying that only those 
people under 7 feet were small in the accepted sense of the word. 

I think if you use your good offices to scale that definition down, it 
will do a great deal to bring about the survival of the segment of the 
economy we are all interested in. 

Thank you for letting me make the comment. 

Mr. Guisert. I want to say I am certainly encouraged by the statis- 
tics placed in the record now by the representative of the Navy. It is 
our feeling that this should not be simply a matter of policy of the 
individual services, but that specific legislative action should be taken 
to encourage and direct all the procurement agencies to follow a policy 
similar to that which these statistics would seem to bear out. 

Regardless of the particular performance by one of the services, 
we think that labor in this country and small business in this coun- 
try—in fact, all segments of our economy—should know it is the 
policy of the Federal Government in meeting this challenge to our free 
enterprise system at this time, by communism, to employ the services 
of small business and large business, both, of course. But that nothing 
will be tolerated, as a matter of Federal policy, to permit this emer- 
gency to be used to bring about greater concentration of the economic 
wealth of this country into fewer and fewer hands. . 

I say from that standpoint it should be an expressed public policy, 
and I repeat that I know you are considering it, and we hope you 
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will consider the counterpart of the Smaller War Plants Corporation 
of World War II. 

We think legislation which has either been introduced and prepared 
and reduced, which will encourage small business and prevent the 
extinction of small business, as a result of scarcity of material or 
manpower or any of the other necessary ingredients to conducting 
such a business, that such legislation is needed and would be welcome, 
and would certainly show the rest of the world, as a matter of fact, 
that as a matter of national policy we are able to meet this challenge 
without undermining or weakening any of our basic democratic 
structure. 

That brings me to the second point I would like to make. 

Mr. Mvurer. Before you leave that, I think it is only fair to say 
the public policy you espouse is part of the Defense Production Act, 
in so many words, and I think it is also fair to the members of this 
committee to let you all know that H. R. 1600 and other bills have 
been unanimously sponsored by this committee and we hope before 
long we will get a hearing on that before the committee having it in 
charge, so we can reactivate the Smaller Plants Corporation or some- 
thing along the same line we had in World War LI. 

Mr. Ginperr. That is correct. I would like to make this statement: 
My purpose in taking the time of this committee is to state, for the 
record, that in pressing for the prompt enactment of the type of leg- 
islation which you have already recommended, you will not only . 
serving the interests of smal! business as one segment of our economy, 
but you will be serving the interests of the employees of small business 
who have also a real stake in the “eg of such legislation. 

I was not speaking, certainly, about some mere predatory statement 
in the preamble to legislation. We favor the encouragement of small 
business. I am suggesting that this committee should be encouraged 
and supported by the general public, including the members of the 
organized labor groups, to emphasize a policy with specific legislation. 

I would like to turn, secondly, briefly to the question of administra- 
tion. Here I realize we get into a field or subject matter which is per- 
haps somewhat more controversial in terms of the policy involved here 
out in the field at this level than the trade-union movement of the 
American Federation of Labor had itself, and is turned toward Wash- 
ington and the disagreements and the misunderstandings which seem 
to have been engendered at the Washington level with regard to the 
administration of the defense mobilization program. 

In this area particularly we are impressed with the reports and the 
observations of the united labor policy committee at the Washington 
level, about the unwillingness of some administrators, some persons 
who have been charged with the responsibility in high places in 
this situation, to discourage the gor eS of representatives of 
labor in the administration of these regulations. 

The reason I am mentioning that, in connection with the subject 
matter of this investigation by this subcommittee, is because of the 
fact that we feel, just as organized labor has been shoved out of the 
administrative function of many of these defense agencies, and just 
as labor has had the door slammed in its face in many circumstances, 
in its effort to cooperate in the formulation and application of poli- 
cies, that small-business men have received comparable treatment in 
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_ y instances and have been handed a back-set or a window-dressing 
unction. 

It is true, in our opinion, at least, that small-business men do not 
have the same type of organization or effective organization, per- 
haps, that many large industries and many large corporations have, 
and that many organizations—and again I say this as an opinion, 
but it is founded on fact—which presume to speak for all of busi- 
ness directly reflect the policies and the viewpoints and attitudes of 
only the larger corporations—only the viewpoint of big business, 

Now, in our own State here of California, originally under our 
Unemployment Insurance Act, which was, of course, peacetime leg- 
islation, our legislature enacted a measure which provided for ad- 
ministration in the hands of a tripartite board, and that board in- 
cluded representatives of labor, representatives of la business, 
so denominated in the act, and representatives of innit Duskiiees, so 
denominated in the act, as well as public membership in the agency. 

That is no longer the law, unfortunately, in the State of California, 
and we believe the reason is that large business resented small busi- 
ness representation on that board, as much as they resented direct 
representation by members of organized labor. 

I simply cite that for analogy. I urge upon this group actually 
from the realistic standpoint, if this policy is to be enumerated as it 
has in part in the Defense Production Act, but not always carried 
out rat § implemented by the measures you have recommended, in 
addition to that, in the administration and application of these 
policies, as expressed both in the law and in the inistrative regu- 
lations, that there be express provision in the case of every one of 
these agencies, regardless of the phase of the defense control prob- 
lem, for representation of small business and large business, denomi- 
nated as such, and organized labor, denominated as such, as well as the 
representatives of the public, because we find you can no longer take 
a sectarian point of view if you are dealing with a question of price 
control, by placing that administration in the hands of a single ad- 
ministrator. And that he should be guided by the collective re lina 
of men whose backgrounds stem from various viewpoints in our 
political society and various economic backgrounds. 

We think the Office of Price Stabilization should contain within it, 
certainly, representation for small business and large business and 
labor, as well as public representation in the formulation and applica- 
tion of policy. We are not talking about window dressing, cl 
committees. 

If we are talking about the matter of allocation of material, those 
py judgments are judgments which affect our economy, indicated 

y some of the questions of witnesses preceding me. 

When we are talking about manpower, we are talking about an even 
more critical question, from the standpoint of human rights, from 
the standpoint of our economy, and from the standpoint of the future 
shape of our society. 

In World War Il in this area the War Manpower Commission had 
committees and there was representation of management and labor. 
as well as the public, and those committees functioned. —__ 

We submit throughout the defense mobilization picture we are ready 
on the part of labor, and we think small-business men, the employers 
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of the members of these unions, are ready to actually participate in 
the democratic process of administering these controls and regulations. 

Now I, on the part of the Central Labor Council, if I coy Apes con- 
clude this statement on my part—and I would certainly lad to 
answer any questions of the committee—the Central Labor Council 
many months ago organized a war emergency committee for the pur- 

of determining which individuals among the ranks of the unions, 
afliliated with the council, could be available to serve and assist the 
defense agencies, both in the poling main egnete:908 in an ad- 
ministrative capacity, to make individuals with labor background 
available so they could contribute their knowledge and experience 
from a labor standpoint of view to the formulation and application 
of these policies. ' 

I feel confident if a similar appeal were made to the small-business 
men in this community, to make the sacrifice of time and of money, 
in many cases on their own part, to devote some time to solving these 
problems, in conjunction with the representatives of big business and 
the representatives of the public and labor, that this would make for 
a healthier solution for the problem than we currently have. 

I urge that upon this group, because not only at the top level, which 
is represented in Washington, but out in the field American labor and 
American business have been challenged in common, and have the 
same and identical state in meeting this question of communistic ag- 
gression. And I think you will find that the business men of this 
community, particularly the small-business men, and labor in this com- 
munity are ready to work in double harness as a team to help solve 
these problems if the structure will be provided in these agencies 
through which they can work. 

I do appreciate the opportunity of appearing before you. 

Mr. McKinnon. Thank you, Mr. Gilbert. We appreciate your 
good statement. I think it is a point well taken. If our economy is 
going to function well our economy must get the benefit of the knowl- 
edge and experience of all segments of it. I think you make your 
point clear. 

Mr. Mansfield ? 

Mr. Mansrietp. No questions. 

Mr. McKinnon. Mr. Multer? 

Mr. Mutter. No. 

Mr. McKinnon. Mr. Hill? 

Mr. Hu. No. 

Mr. McKrynon. Thank you very much. 

Mr. McKrynon. Mr. Gertsch, of the Gertsch Manufacturing Co. 
(No response. ) 

Richard Hill, of the Custom Designer Co. (No response.) 

Mr. King is also missing. 

Mr. Miller, of the Rezolin, Inc. 


STATEMENT OF C. L. WURDEMAN, REPRESENTING REZOLIN, INC., 
LOS ANGELES, CALIF. 


Mr. Wurpeman. My problem is one essentially of finance. Rezolin, 
Ine., is engaged in the manufacture of a tool-plastic material which is 
sold to the aircraft industry, primarily for the manufacture of tooling 
which is necessary to form the metal parts. It may be stretched press 
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dies, jigs, fixtures. They are essential helps, shall we say, in the 
manufacture of aircraft. 

Just to give you a little background of the company, we developed 
the use of plastic for the manufacture of this tooling as far back as 
1944. With cooperation, that is, in cooperation with North American 
Aircraft, we have proven the technique and ability of plastics to take 
the place of strategic metals in the manufacture of this type of tooling. 

As the Armed Forces require the material, that will be guaranteed 
for at least a period of 5 years for such type of tooling. When the 
5-year period was approximately over, in which we had proven this 
to be an effective method of manufacture, we arranged to distribute 
our materials to all aireraft throughout the United States. 

In conjunction with the distribution of this material we have trained 
engineers which are able to provide a service of setting up the depart- 
ments in the aircraft companies, so that they can adequately manu- 
facture this tooling within their own shops. Overflow of tooling we 
can manufacture at our own plant. Thus we have in our own organi- 
zation two distinct fields of operation. One is the sale of material 
and engineering service to all aircraft. We now have contracts with 
18 of the major aircraft companies in the United States, extending 
from the eastern seaboard out here. 

The second phase would be the manufacture of the tools themselves, 
that is, the overflow tooling which the aircraft companies are not able 
to manufacture or, as a subcontract to such companies, as should use 
that type of tooling in the manufacture of again subcontracted parts 
to the aircraft companies. 

Now, we have always tried to stay ahead of trouble wherever we 
could, in our slow expansion. We are still pretty small business. 

In that regard we Lave attempted to obtain loans for plant expan- 
sion for working capital through the banks, through the RFC, and 
have finally through necessity made an application of loan on 302 
through the Department of Commerce. That loan is now being con- 
sidered in Washington. 

The demand for this product, demand for our own services in the 
manufacture of tooling, is mushrooming continuously. We have been 
forced to rent other plants in this city, with the result that we are 
spread out in three different locations and operate of necessity quite 
inefficiently. 

The equipment that we have to manufacture are raw materials and 
to produce tooling with was never designed nor purchased for the 
volume that it is now being used for in this work, Thus, the necessity 
became very apparent to us as early as the latter part of 1950, that we 
would have to have a plant with new equipment, that is, adequate 
equipment and working capital with which to make this changeover 
and to operate on a much greatly increased basis. 

Now, we made application for this loan through the Department 
of Commerce in January. As yet we have been able to get no reply 
one way or the other as to whether or not it is being accepted. We 
understand from our inquiries that it is impossible for them to pro- 
vide the working capital part of the loan that we have applied for. 

My main concern, therefore, is No. 1, to try to get some action, shall 
we say, on an application for financial assistance. And, secondly, 
to be able to find some way of getting the working capital which we 
are going to have to have in order to operate and produce the material 
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and tools which we know are coming through from all these aircraft 
companies. 

Mr. McKinnon. Those are your two problems, getting working 
capital and getting action on No. 302? 

Mr. Wurpeman. Yes. 

Mr. McKrywon. I think on our 302 loan deal we have already had 
enough indications, but we have to cut red tape to get action on those. 

On your working capital, do you have any questions on that, Mr. 
Mansfield ? 

Mr. Mansrrexp. Not at all. The only thing I could suggest is to 

et together with the Department of Commerce and see what is hold- 
ing up his application. 

Mr. McKinnon. How long has your company been going / 

Mr. Wurpeman. We have been in operation since 1938. 

Mr. McKinnon. Haven’t you accumulated from profits any addi- 
tional working capital all this time? 

Mr. Wourpeman. Not sufficient amount to even carry us along on 
our present rate of expansion. 

Mr. McKinnon. What is your total capitalization ? 

Mr. Wurveman. Our total capitalization is only $30,000, 

Mr. McKinnon. What is your annual volume of sales ¢ 

Mr. Wurpeman. I would say at the present time our volume of 
sales is a little over $40,000 a month, and it is going up. 

Mr. McKinnon. You have roughly 14 or 15 times a year turn-over 
in capital ¢ 

Mr. Wurpemay. That is right. 

Mr. McKinnon. Have you considered going out and enlarging your 
company on capitalization, the way many companies have done and 
grown ¢ 

Mr. Weurpeman. We have considered that, and the offers that we 
have had in that line have been such as not to be very attractive. 

_ Mr. McKinnon. Have you tried to increase your volume of sales? 

Mr. Weurpeman. No: because at the time we are operating rela- 
tively inefficiently. 

Mr. McKinnon. Are you operating in the black now ? 

Mr. Wourpeman. We are operating in the black, just barely; always 
in the black, however. 

Mr. McKrynon. We are glad to have your testimony, Mr. Wurde- 
man. 

Mr. Wurveman. Anything you can do to expedite the red tape, as 
has been brought out before. I am sure would be appreciated by all 
of us. 

Mr. McKrynon. Thank you. 

Mr. Bert Schireson, of Inet, Ine. (No response.) 

Is there someone here representing a laboratory at 1532 Redondo 
Boulevard? (No response.) 

That concludes the schedule of witnesses we had scheduled for 
today, plus a lot of others not scheduled. 

I would like to again thank the varicus representatives of the Gov- 
ernment agencies for their cooperation and assistance. 

We will stand adjourned until 9:30 tomorrow morning, at which 
time we will go into session again for the second day of people that 
wish to appear before the committee. 

(Whereupon, at 4:30 p. m. Wednesday, April 4, 1951, an adjourn- 
ment was taken to 9:30 a. m. Thursday, April 5, 1951.) 














PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


THURSDAY, APRIL 5, 1951 


House or Representatives, 
SuspcomMiTree No. | or THE 
Se.tect ComMirree ON SMALL Business, 
Los Angeles, Calif. 

The select committee met, pursuant to adjournment, in room 229, 
Federal Building, Los Angeles, Calif., Hon. Abraham J. Multer, of 
New York, prong. 

Present: Representatives Multer (presiding), Mike Mansfield, of 
Montana (chairman); Clinton D. McKinnon, of California; and 
William S. Hill, of Colorado. 

Mr. Muvrer (presiding). The meeting will please come to order. 

For the benefit of any of those here today who were not here yester- 
day, I want to briefly explain that the Small Business Committee of 
the House, represented in this subcommittee here by Mr. Mike Mans- 
field, Representative from Montana, as chairman, and Mr. William 
Hill, Representative from Colorado, and Mr. Clinton D. McKinnon, 
Representative, of San Diego, Calif., and myself, from New York, 
acting as this subcommittee, are here to listen to the problems of small 
business, in accordance with the resolution authorizing this committee 
here to carry on and study investigations. 

You understand we are not here to award any contracts. We 
haven’t any to award. 

We want to know what your difficulties are, if any, and we will try 
to solve them. 

We have with us today representatives of the various procurement 
offices of this area and representatives of the various emergency 
agencies, such as Office of Price Stabilization andthe NPA. We have 
a representative here from the Defense Department from Washington. 

We will try to solve your problems, if we can. It is preferred, 
because of the press of time, that if you have a prepared statement, 
when you came up, after identifying yourself with your name and 
official connection, if any, with any firm or association, and after giv- 
ing your address, to file your statement with us, and it will be made a 
part of our permanent record. It will be carefully studied by all the 
members of the committee, and then we would like to have you very 
briefly state what your problem, if any, may be, together with your 
suggestions if you Eevve any. 

e first witness this morning will be Mr. Charles B. Phillips, of the 
Phillips Pattern & Manufacturing Co. 
Will you come forward and give us your full name and address 


and connection. 
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STATEMENT OF CHARLES B. PHILLIPS, PHILLIPS PATTERN & 
MANUFACTURING CO., BELL, CALIF. 


Mr. Murer. You have a prepared statement ¢ 

Mr. Puiures. Yes. 

Mr. Murer. We will file your statement as a part of the record. 

Mr. Pures. Many of our customers have boughten markers— 
grave markers—on the time-payment plan and have been making 
payments for approximately a year; now these markers are being paid 
off, and we find that we cannot make delivery because of the M-12 
restriction. 

What is the ruling about metal we have boughten to be used for our 
regular line of work and now we find that most all defense orders call 
a higher grade of metal. We cannot upgrade this metal. Another 
thing is that it contains more than 3.5 percent tin, but does not come 
up to requirements set by the Government for the defense orders. 
What can we do with this metal ? 

We have several jobs that were started last year, and because of 
the size of the job and because of changes we will not be able to 
complete by April 30. We estimated the jobs would take about 10 
months to complete and it is impossible to complete a job in 5 months 
when we allowed 10 to do it. In some cases we have had the work 
changed to aluminum, but we cannot do it in all cases. It would mean 
a great expense to the building owner having all the drawings 
changed and to try and find substitutes, which in many cases there 
is none. We have special material on hand that was boughten for 
these jobs, and now we are not allowed to use it because it is under a 
restricted classification. 

Many of our customers have asked if they furnish the material, 
would we make the castings for them. Many of our customers have a 
brass base period of their own and would furnish the brass from 
their quota. The ownership of the metal would not change hands. 
We would charge them for making the castings only. Can this be 
done ¢ 

We have tried to get other type of work to do, but it seems that 
the ones we have called on to solicit their work are satisfied with 
their regular source of supply. As for defense work, there is just 
not enough to go around. We have a plant that has its own pattern 
shop, small machine shop, and a nonferrous foundry. We can take 
a job from start to finish all under one roof. The floor space is 
6,080 square feet and we can cast about 3,000 pounds of brass a day. 
If we cannot get enough of our regular line of work to just keep us 
going, we will have to close up. Then when the defense orders start 
to come through we could not take advantage of it because we will 
have lost our highly skilled workmen. We would have lost them 
to the companies that were fortunate enough to have been in a line 
of work that was not on the restricted list and were able to stay open 
until the defense work was coming through in large enough quan- 
tities for all to share in. If the need be, we could change over to 
defense work in just a matter of a few days. 

Our main problem has been that the biggest majority of our 
work in aluminum and bronze has been in the building trade, that 
is, special buildings, special thresholds, grills, ornamental work, and 
all of that. 
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Another thing is we have figured jobs back as far as a year ago, 
planning on using bronze ro ak other critical metals. Now 
these jobs have started to come through and in a couple of cases 
we have gotten about half way through and now we find we can’t 
complete them. 

Mr. Muurer. You can’t complete them because you can’t get the 
metals ¢ 

Mr. Puutirs. That is right. That will be the third paragraph of 
the statement I submitted which is now in the record, as to the several 
ar we started last year and will not be able to complete by April 
30th. 

Mr. Mouvrer. What effort have you made to get the metals? 

Mr. Pures. We are restricted up to April 30 to have it com- 
pleted. If it was started before March 1, that is. Well, we can’t 
do it. The jobs are just too big. In fact, we have three of them. 

Mr. Mutrer. You have made efforts to get metal ? 

Mr. Putts. Yes. Within our quota; yes. We are working with- 
in our quota. 

Mr. Murer. Have you your full quota restricted by the regula- 
tions, and if you did you wouldn’t have enough to do these jobs? 

Mr. Puuutrs. That is right. 

Mr. Murer. Do I understand these jobs are not defense jobs? 

Mr. Puttuirs. That is right. 

Mr. Mutrer. Mr. Mansfield, have you any questions? 

Mr. Mansriexp. I have no questions. 

Mr. Muurer. Mr. Hill? 

Mr. Huw. I was going to ask what metals, particularly, are you 
short of ¢ 

Mr. Puitiirs. Red bronze, which would be 85 percent copper, 5 per- 
cent tin, 5 percent zinc, 5 percent lead. That is how we set up the 
specifications when we figured the jobs. And part of the job is com- 
pleted, so we would have to use that same type of metal to match the 
colors. They are all highly finished. 

In fact, it comes under the class of ornamental work. That is on 
the restricted list. 

Mr. Hitz. You have no chance to use substitutes at all ? 

Mr. Putuirs. No, not now. We have all substituted what we can. 
It called for a lot of bronze windows. Well, we had a chance to change - 
that to aluminum before it went too far. Those are all being changed 
to aluminum. 

Mr. Muurer. You have trouble getting your aluminum too, do you 
not ? 

Mr. Puturrs. No; not so far, until—let’s say, they have given a 
ee extension on that. I think we have another month to go on 

at. ° 

Mr. McKinnon. You are not able to get this material because of 
your base quota, or because you can’t find it? 

Mr. Puiuirs. Not only that, the items are on the critical list. 

Mr. Mutter. If the NPA gave you an adjustment quota to finish 
that out, would you be able to finish the job if you got it? 

Mr. Puiuuirs. Yes. 

Mr. Mutter. Have you come to the NPA and made application? 

Mr. Pures. I have talked to them over the phone. 
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Mr. Muurer. Don’t you think the first step is to make an a to 
them down here directly, come down here and make it? an 
appeal of hardship. If the NPA here in Los Angeles doesn’t See fit 
to give you relief, you have your right of appeal through Washington, 
I would guess, because this order came through after this job started. 
They will make a hardship adjustment on your case, perhaps. 

We have the machinery set up for people such as in your case, so 
they can make an appeal. 

Mr. Pututrs. Yes. 

Mr. McKinnon. I suggest that be your first step, to make your 
appeal here, and if that is not satisfactory to appeal to Washington 
finally, if you don’t get satisfaction here. 

Mr. Pures. That was just one item. We used to make grave 
markegs, bronze markers inside of granite headstones. We have many, 
many orders that have been—well, they have been on a time-payment 

lan for people that can’t pay full cash. Some of those orders have 
Sean on our books for about a year. 

Now, yesterday we had three come through, that the pa ents are 
all paid up and the marker paid for in full, but we can’t furnish the 
material, 

Mr. McKinnon. Markers don’t require very much material; do 
they? 

Mr. Pururres. About 35 pounds. 

Mr. McKinnon. What do you think that would be in the course of a 
year’s time? 

Mr. Puutiurs. My gosh, we average about three a day. I would 
say about a hundred pounds a day, approximately. It would be a 
lot of weight. Of course, now we are not taking new orders at all, 
but just try to help out the ones that have ordered several years 
ago—not several, but as far back as 18 months ago that they started 
to pay $5 a month. 

F takes a little while to pay off $80 at $5. I would say we have 
probably about 75 orders right now that are being paid on, although 
we have notified them—in fact, the Ist of February we notified them 
all that we would have to have the payments in complete by the end of 
February, so that we could start their order and then would have to 
have them finished by April 30. 

We got very little response on that. 

Mr MMoKrirwow. I think your appeals machinery would be used 
there, too. 

Mr. Puruirs. Although we can go to a lower grade of metal on 
that, which we would intend to do. 

Mr. Mouvrer. I think, Mr. Phillips, after you have exhausted the 
Loregran of using substitutes and find you still can’t fill your orders, 
you should present your case to the NPA here in town. Mr. Bates 
is in charge of that. 

I don’t want to hold out any hope to you. You are dealing in 
nondefense items. Until the defense stockpiles are such, until they 
can give greater allotments to civilian industry, you may find yourself 
in a little difficulty. 

_ I am sure if there is any way of working it out for you, having 
im mind the defense allocations, the NPA office here is authorized to 
and will try to help you. 
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Mr. Pures. These particular items I mentioned here, if we could 
o ahead and proceed with that—not take new orders, but fill up our 
cklog—that might hold us over until the defense orders come 
diitouigh.” Otherwise, we will probably have to close our doors in 
about a week. 
Mr. Mutrer. I can assure you the NPA office wants to help you 
if at all possible. 
Mr. Puuurs. I will contact Mr. Bates. 


STATEMENTS OF MRS. HAMILTON R. BOWEN, ASSOCIATION 
PRIVATE RECREATION CLUBS OF SOUTHERN CALIFORNIA FOR 
BOYS AND GIRLS, STUDIO CITY, CALIF.; AND LAWRENCE J. 
STEVENS, LARRY’S BOYS CLUBS AND SUMMER CAMP, LOS 
ANGELES, CALIF. 


Mrs. Bowen. I am codirector of the Town and Country Club, 
director of physical education activities for children and summer 
recreational camps for boys and girls. I am here also as secretary 
of the Association of Private Recreation Clubs of Southern Cali- 
fornia for Boys and Girls. 

Mr. Muurer. You have no prepared statement ? 

Mrs. Bowen. I have a resolution which has been sent to the higher 
levels in Washington protesting blanket order M-4, which places 
children’s activities—I won’t say it places it there, but there is no 
mention—I feel it is an oversight and omission, but summer camps 
and recreation facilities, recreation facilities of all children are placed 
in the same category with gambling establishments and bars, and 
everything that covers adult recreation. 

Summer camps and children’s recreation clubs, as we have them 
here in California, are instructional in nature. We teach them how 
to behave, so they can be fine gentlemen, as you gentlemen are, when 
they Por up. We try to teach them to get along together, and grow 
into ladies and gentlemen. 

I had the privilege of watching you in action yesterday and 
thought, “This is the heart of democracy, and what we try to teac 
our children.” 

In the summer we set up a sort of a little democratic society and for 
the first time the children take the responsibility for their own actions. 
Most of them are away from home for the first time, and they learn 
to be self-governing and self-sufficient. 

To place that in the same category as it is now placed, through an 
oversight, or, rather, an omission, 1 think is unfair. 

I have here a copy of the order which Senator Knowland was kind 
enough to get for me from the assistant for requirements. It says, 
“Camps except for public or social welfare.” 

Mr. Hinshaw also wrote a letter to the agency which Mr. Offutt 
tells me is the b vce level to approach. You will notice there are 
quite recent and you might say, “Well, why don’t you wait?” 

_ The summer camp business is a seasonal business and we are enrol- 
ing right now for it. There is very little profit in it, compared to 
the almost 24 hours’ work of planning and thought that goes into the 
development of these children. The camping groups as a whole are 
not adequately financed enough to retain the services of an attorney 
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or write the legal letters that are required to take care of all this red 


tape. 

The reason I feel so strongly about it is that my husband and I were 
forced out of this business during the last war, when the real crisis 
came about, when gasoline rationing came upon us. 

Because we were classified with these other institutions which, not- 
urally, are of no particular use during wartime, we were denied the 
necessary gasoline to operate, both for trucking our supplies or other 
facilities. 

In most camps they are situated in the backwoods communities. 
That is the idea, to get the children away from urban life, and out 
into the open. 

Mr. Mutter. Are these camps operated privately, for private profit / 

Mrs. Bowen. That seems to include all [indicating]. Here the 
article from the National Kiwanis magazine [indicating. | It affects 
the YMCA and the Jewish Youth camp activities, and the Catholic 
organizations. There is no special mention made of children’s activ- 
ities. Children are given no mention at all in this. They are lumped 
along with adult activities. 

Mr. Srevens. There are two things I think are quite important. 
The first is that we are not a manufacturing agency. We are dealing 
with youth and it is an intangible. Therefore, when we ask for 
recognition as an intangible, they say, “What is it?” 

So they have said if it works an injustice upon us, to come and pre- 
sent our problems. So we did to the Reconstruction Finance Board, 
but they say because that was a Government agency the M-4 order, 
a Government agency—that the loan had to be rejected. It might 
have been rejected anyway because it is rather a thin margin and the 
bank won't go it, anyway. Kids are not an essential item. 

Mrs. Bowen. Mr. Stevens was denied the loan for the swimming 
pool at his camp. 

Mr. Stevens. I think the second point is we should be definitely 
taken off the race tracks and night clubs. 

Mr. Mvucrer. You are not really concerned whether you are classi- 
fied for the purpose of getting materials with race tracks or anything 
else? You are concerned with getting the materials to operate? 

Mrs. Bowen. I am also concerned about being classified with race 
tracks and gambling joints. We are not that kind of operation. 

Mr. Mvtrer. Your p.oblem is not one of classification, it is oné of 
getting materials to operate. 

Mrs. Bowen. Under this classification—— 

Mr. Srevens. Both. 

Mr. Mvurer. Are schools and playgrounds in a more favorable 
classification ¢ 

Mrs. Bowen. I am not prepared to say. 

Mr. Srevens. Yes. It definitely says that we are summer camps 
and are listed in this classification, while schools, recreation, and 
other things are not listed. 

Mrs. Bowen. That is what Mr. Hinshaw says. Mr. Wise says that 
institutional organizations and educational activities are very high on 
their list. Everyone seems to want to be helpful and want to do some- 
thing, but they are all more or less tied down. ; 

Mr. McKrynon. What age groups of children do you have? 

Mrs. Bowen. Seven to fifteen. 
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Mr. Srevens. Mine is the same. Other organizations run up to 
teen-agers. 

Mr. McKrynon . Is your camp located in San Fernando Valley? 

Mrs. Brown. It is on the coast highway, halfway between the 
Malibu colony and Oxnard. We have a 117-acre ranch. We have a 

round lease on it. That is the reason for our name of Town and 
Country. We have our directed physital activities after school and 
all year round. In the country we operate in the summer and week- 
ends. 

Mr. McKrxwnon. During the school year you pick the children up if 
they are school age ¢ 

Mrs. Bowen. Yes. We operate on—like public parks. We teach 
swimming and other games. We take the boys who are Hopalong 
Cassidys and will wrestle and are a positively menace to their families 
and their neighborhood, and teach them how to use their hands and 
how to play games and how to get along with each other. 

If you could see a 7-year-old’s baseball game—they get out and really 
do wrestle around and have a wonderful time. It takes a degree of 
“DP. L. and P.” a “doctor of divine love and patience,” to sageh them 
to get along and to use their hands and feet in coordination. 

Mr. McKrxxon. Do you take them to the school grounds or pick 
them up? 

Mrs. Bowen. We use public parks, as a rule, for that type of activ- 
ity in the city. 

Mr. Srevens. There are different classifications. 

Mr. McKinnon. Yours is different than hers? 

Mrs. Bowen. That is right. We happen to be friendly rivals and 
belong to the association. 

Mr. McKinnon. This Laurel Canyon address—— 

Mrs. Bowen. That is our office. 

Mr. McKinnon. You want up on the coast line ? 

Mrs. Bowen. Yes. Our lease has been terminated through the 
sale of the property. We are forced to put in a new camp for next 
year. Under this classification we couldn’t build a swimming pool. 
We have the building. 

Mr. McKixnon. What do you want to put on the camp ?/ 

Mrs. Bowen. A swimming pool 

Mr. McKinnon. Would you move these buildings or leave them 
where they are? 

Mrs. Bowen. We could move them and put them up. We don’t 
know how much that would be. It is mostly labor involved, as well 
as materials. 

Mr. McKinnon. You will merely repair the buildings you will 
move ? 

Mrs. Bowen. We have a lodge there we will move. We have 10 
cabins which will be moved. But the worst aspect is that under 
this [indicating] we cannot build a pool. 

Mr. Mutter. Did I understand this is in a public park ? 

Mrs. Bowen. No. 

Mr. Srevens. No. 

Mrs. Bowen. No. We are the Town and Country Club. I am de- 
scribing the country activity. The city activity is during the school 
year. The children get the physical education in the winter with 
their academic work. 
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Mr. Murer. Your country property is private property, is on 
private property ? 

Mrs, Bowen. Yes. 

Mr. Mutrer. Why do you have to move the buildings? 

Mrs. Bowen. We had a ground lease. We put the improvements 
in it, and it has been sold. We are going to have to build another pool 
on another property. 

Camp operators, I might say, make very little profit on this sort 
of thing for the time they put in it, and none of us are prepared to 
handle the legal aspects of this thing under that classification. 

Now, I firmly believe if we were to retain an attorney and fight this 
we would win out. There is so much time and money involved; it is a 
seasonal occupation ; and it seems to me to go to the heart of this thing 
ne give the children what is properly due them would solve the whole 

ing. 

Mr. Mutrer. Have you filed an application for relief with NPA? 

Mrs. Bowen. No. 

Mr. Mutrer. I am in favor of attorneys making a living, but I 
think before you hire an attorney you ought to go to NPA and present 
the application there and find out what they are going to do for you. 

Mrs. Bowen. I talked to Mr. Offutt just now. All the magazines all 
over the country have came out and protested this. There have been 
groups in civic children’s organizations that have appealed and noth- 
ing has been done about it. 

t know from our personal experience in the last World War, if 
something is not done about it, 90 percent of your camp and recrea- 
tional camps for children will be forced out of business. 

Mr. McKinnon. This is instructional ? 

Mrs. Bowen. Yes. 

Mr. McKinnon. You merely want to move the old buildings and 
repair them on new foundations? 

Mrs. Bowen. Yes; unless the people that bought the property asked 
for a price from us to sell our buildings for. If they are sold, we wiil 
be forced to put up new buildings. 

Mr. McKinnon. There is no prohibition on repairing buildings. 

Mrs. Bowen. There is a price limitation—$4,000 on a pool. There 
are many private pools being built, and a pool for the purpose we use 1t 
for, for instruction and swimming, would be anywhere—to use for 40, 
50, 60 children at a time—cannot be put up for less than $5,000. 

Mr. Muvrer. I think you have a problem peculiar to your own in- 
dividual camp. How many other camps will have to move this 
summer ? 

Mrs. Bowen. I don’t know. 

Mr. Srevens. The Boy Scouts of America are going through the 
process of buying property that will involve a great deal of building. 
They have a site up between Arrowhead and Big Bear. They are in 
the process of buying it. That means a great deal of building will have 
to be done. 

Agencies are probably in a better position to operate than private 
camps. Private camps are operating for a profit, as a small business. 
Agencies have the support and backing of the community. I worked 
for an agency for a great number of years, and I can ge in for an 
agency say, “Look, these poor litle rascals need this help,” and I can 


get it. 
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Iam working now for a profit; I am working now for a living; and 
it is different. It might be said, “Why don’t you send them to the 
Boy Scouts or the Campfire Girls?” There are a lot of people, 
though, that don’t want that kind of care. They have 18 to 20 kids 
under one leadership, and that isn’t adequate. Parents can afford 
our type of camps, and that is why we are in this type of business. 

Mr. McKinnon. Why don’t you, Mr. Bates, get your building- 
specialty man together with these people here and see what you can do? 

Mr. Bates. Yes, sir. 

Mr. McKinnon. You have machinery to appeal on this through 
the NPA, and if you can get action that way it will be quicker than 
trying to change regulations. 

Mrs. Bowen. I do feel the regulations should be clarified so that the 
children would be put in their proper classification. 

Mr. McKinnon. I can understand how you feel in this. But the 
thing you are trying to head for is to get material to accommodate 
your needs. 

Mrs. Bowen. That is true. I can see from the national publicity 
which has been given this thing that we are not the only ones. This 
is a general thing that has hit the whole summer camp activity for 
children, when they need care. 

Mr. McKrywon. Try through your local agency first and then ap- 
peal to Washington. 

Mrs. Bowen. Are they not an administrative board ? 

Mr. McKinnon. The Appeals Board interprets the regulations ac- 
cording to hardship and means. 

Mrs. Bowen. There is an Appeal Board ? 

Mr. Bares. It is difficult to comment on a situation in which you 
have not filed a definite application with the National Production 
Authority office here. We don’t know how much money is involved, 
and matters of that kind. It is difficult to make a statement without 
knowing all the facts. 

Mr. O’Donahoe is head of the construction division in our office 
here, and he is now inthe room. He will certainly be very glad to talk 
to you and Mr. Stevens about this and can ask you for the facts and 
details not given here. 

Mr. McKinnon. I suggest you check with him and then make your 
appeals, and if your answer here isn’t satisfactory appeal it to Wash- 
ington. 

At the time it goes to Washington, I would notify Senator 
Knowland and Congressman Hinshaw, and if you want to notify our 
committee we will be glad to know about it. If it goes to Washington, 
then is the time to step through NPA channels back there to see if 
there is some indication to warrant the change in regulations for chil- 
dren in summer camps. That would have to be done in view of how 
much building material is available. 

Mrs. Bowen. My feeling is that the classification is entirely inade- 
quate. We know there are going to be more and more restrictions, 
which is only necessary as we go into the war. If we can have this 
classification clarified now, at the be yinning, then we will come under 
the proper agency and not be shoved from pillar to post in trying to 
get some action. 

Mr. Mutter. I think you are complaining before you have filed an 
application. I would wait until I had filed the application for relief, 
and see what happens. 
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Mrs. Bowen. I only speak from personal experience in the last war. 

Mr. Mutter. Let's not worry Uhout the Bhat tease Let’s worry about 
this one. 

I am sure the committee is in complete sympathy with your prob- 
lem. Let’s give the NPA a chance to see what it can do. 

Mrs. Bowen. It is not my problem as much as it is the problem of 
America. I can be taken care of. Perhaps this isn’t the right body to 
present this to. 

Mr. Muurer. We are pleased to have your statement. You have 
already filed an application with NPA in Washington for a clarifica- 
tion, and you yourself said there has hardly been time enough to act 
on it. 

If you don’t get satisfaction there, contact the committee again and 
resent your own problems to NPA in the meantime for relief; and, 
if they don’t give you relief, contact our committee. 

Mrs. Bowen. Thank you. 

Mr. Stevens. Thank you. 


STATEMENT OF P. H. HAMMOND, CHAIRMAN, STEEL PROCUREMENT 
COMMITTEE, PACIFIC COAST GAS ASSOCIATION, SAN FRANCISCO, 


CALIF. 


Mr. Hammonp., I represent the manufacturers section, the heating 
division, and am appearing as chairman of the Steel Procurement 
Committee. I have a prepared statement here. 

Mr. Mutter. To file with us? 

Mr. Hammonp. Yes. 

Mr. Movrer. All right. 

Mr. Hammonp. I wish to direct your attention to the acute steel 
shortage which is facing the west coast manufacturers of heating 
equipment. 

This problem has been recognized by the heating division of the 
manufacturers section of the Pacific Coast Gas Association. They 
have appointed a special steel procurement committee to work on 
this problem. I am speaking for that group, representing 45 member 
companies who produce gas-fired heating equipment, none of whom 
caashey over 500 people in their heating division, and only 2 or 3 of 
whom have enpemens near that number in their entire company. 

This is a typical small-business operation. Nationally, the heating 
industry is made up largely of small companies, all of whom, I am 
sure, have problems similar to our own. Most of the members of 
our group have actively solicited and attempted to secure various t 
of direct war work. Their success has been extremely limited, This 
is due both to the fact that our companies are small and that our facil- 
ities and equipment are not suitable for most types of direct military 
work which are now being done. This is a story which I am sure 
is a familiar one to your committee. 

Our industry differs from many small businesses in that heating 
equipment is generally recognized to be an essential civilian product. 
It was recognized as such in 1948 under Public Law 395, under which 
a voluntary plan for the allocation of steel products was established 
for the warm-air heating industry. This program was found to be 
essential at that time, both to further the construction of new resi- 
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dential housing and to insure the essential maintenance and repair of 
existing residential housing units. 

These same two factors, which made the heating industry essential 
then, apply today. Not only is residential construction expected to 
continue at a high level as a basic part of our economy and to relieve 
shortages in critical labor areas, but superimposed on top of it is a 
large program of construction for various military establishments. 
Thousands of these units are being built with the assistance of the 
Wherry Housing Act. Likewise, the problem of providing heating 
equipment for the maintenance and repair of existing housing units 
is a continuing one. Despite the importance of an adequate supply 
of this equipment no DO priorities are coming through to the industry. 

The essential nature of the heating industry has been further rec- 
ognized, both by the Plumbing and Heating Division and the Metals 
Division of the National Production Authority. Heating equipment 
has not been included as one of the many products to be curtailed by 
the limitations of NPA Order M-47. In this it differs from the auto- 
mobile industry, the appliance industry, and hundreds of other steel- 
using manufacturing operations. 

It would appear, both from the limitation orders issued and from 
their private comment, that NPA recognizes the need for the continued 
production of heating equipment at a higher level than that of most 
civilian items using steel. For the Nation as a whole, 1950 shipments 
as reported by the United States Department of Commerce were for 
forced-air and gravity furnaces, 1,093,189; for floor and wall furnaces, 
690,087 ; for gas heating stoves, 1,993,317. 

Steel for anything adequately approaching this level of production 
will just not be available to this group of small companies. We feel 
the over-all solution to this problem is recognition of all phases of the 
heating industry as an essential civilian activity securing programed 
steel tonnages. However, since we speak only for a west coast group, 
we wish to present certain problems peculiar to our section. 

First, the basic interest of our group is in floor and wall furnaces 
and direct heating equipment. This type of equipment was largely 
developed here, and a very substantial portion of the national pro- 
duction is manufactured on the west coast. These units require less 
steel both to build and install, are lower in cost, and are ideally suited 
to the requirements of low-cost housing, including military installa- 
tions and defense area housing. 

Second, the supplies of sheet steel on the west coast are particular] 
vulnerable. Before the war there were 12 major suppliers of rrak | 
Now only Columbia, Bethlehem, and Kaiser are of any importance 
in this market. Of these three, Kaiser is not producing light-gage 
sheets which are the backbone of the industry, and Bethlehem’s mills 
are all located in the East with the west coast market probably sec- 
ondary to them. These producers are called on to meet continuously 
increasing DO set-asides at a time when their production of sheet is 
being substantially curtailed through diversion to plate production. 

Third, the effect of this trend is already felt. A survey has just 
been made of our group with 19 members participating. Mill sched- 
ules for June have just been released and these represent a 42-percent 
cut from average 1950 mill shipments. This survey also showed that 
even in 1950 only 70 percent of the steel used by our group came from 
the mills, the balance was from jobbers, foreign countries, or the gray 
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market. A bad situation has become impossible and will only get 
worse unless relief is forthcoming. : : 

On the surface, under NPA Limitation Order M-47, heating equip- 
ment will not be curtailed while less essential steel ning indus- 
tries are cut 20 percent to balance steel supplies with essential demand. 
However, in fact, production of heating equipment will be severely 
limited because of unbalances in steel distribution that can be cor- 
rected only by priority assistance. In round numbers, on the west 
coast, this very real limitation will be at least 40 percent, a result 
which directly reverses the intent and purpose of the steel-limitation 
order. 

In conclusion, we wish to submit three recommendations for your 
consideration : 

First, that the heating industry be given programed steel tonnage 
through NPA. 

Second, that all phases of the heating industry be included in the 

rogram. 

"i rird, that the particular problems of the west coast be given 
special attention because of our restricted supply problem. 

We would like to direct the attention of the committee to the very 
acute steel shortage which is facing manufacturers of heating equip- 
ment on the west coast. All of the members of our association, and 
I am speaking for some 45 companies, are smal] businesses and there- 
fore we feel we appropriately come before your committee. 

Just for the record, I would like to make mention of the fact that 
most of our companies have tried to secure direct types of war work. 
Basically, we have been unsuccessful in that because the companies 
are small and the type of equipment we have is not particularly suit- 
able for most types of war work currently going on. 

I think our particular concern in appearing before you is based on the 
fact that our industry, as a heating industry is recognized as essential. 

I would like to briefly summarize three points on that: 

First of all, in 1948, under Public Law 395, the heating industry 
was recognized as essential and given a voluntary steel allocation 
program. 

In setting that up, the two reasons cited were to further new con- 
struction and to provide for the maintenance and repair of existing 
homes. We feel that very much those same two reasons apply today. 
They are further worsened by the critical labor shortage areas we have 
and the need for heating equipment for those and need for heating 
equipment to direct military installations. 

We feel we have been further recognized as an essential industry 
by NPA in their recent steel order, M-47. They limited the use of 
steel in a number of industries and the manufacture of heating equip- 
ment was one of the few steel-consuming industries, so far as NPA was 
concerned, that should continue at its present limit and not be limited 
by that order. 

We differ from an automobile industry and a score of other industries 
in that regard. To carry on anywhere near the level of activity that 
program would seem to envisage, we don’t have the steel. Basically. 
we feel it is a national problem and program steel tonnage should be 
made available for the heating industry through NPA. _ . 

This is a local and west coast group. I would like to high light three 
things we feel are particularly important in our area of the country. 
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Primarily, we are interested in this region in making floor and wall 
furnaces and direct heating equipment. That was equipment largely 
developed on the coast and much of it is notionally manufactured and 
is still concentrated in this area. 

The type of equipment that I mention is low in cost. It is particu- 
larly suited for the requirements of defense housing and military 
installations, and it requires less steel to build and less steel to install 
than most types of heating equipment used in other sections of the 
country. 

We feel also on the coast our steel supplies are particularly vulner- 
able. Before the war we had 12 major sources of supply servicing the 
west coast. We now have three. Those three we have left, one is 
Kaiser, and they don’t make light-grade sheets which are more or less 
the backbone of our industry. 

Bethlehem is an east coast mill and obviously their interest in the 
west coast is only secondary. 

The third is Columbia. Essentially they have to carry the load. 
These mills we have left to service the west coast have two problems 
that prove pretty well to prohibit their doing a real job for our 
industries, for all that they are called on to divert, which is a lot of 
their own tonnage, to divert to plates. It takes it out of the sheet 
classification. 

They are increasingly called on for set-aside, which means that the 
remaining free tonnage, whichis what we have to draw on, is cur- 
tailed from two ends. There is less of them, and the DO set-aside 
still further restricts it. 

We made a survey in our industry here. Nineteen members of the 
organization answered that. We did that as soon as the June alloca- 
tions from the mill had been completed. 

For June of this year, the members surveyed will take an average 
cut in steel procurement from the mills of 42 percent. Also, I would 
like to point out in the survey we found even in 1950 our member 
companies were getting only 70 percent of their steel from the mills. ° 
That meant the balance of it was coming from jobbers, the gray 
market, or possibly from foreign sources. 

In other words, we had a bad situation in 1950, and, as you can 
see from our survey, we have got a worse situation coming up this year. 

With those three thoughts in mind, it seems to us that the basic 
objectives of M-47, which is to provide for regulating the degrees of 
essentially among civilian products, and heating equipment is one 
of the more essential, not included in that order; we actually find, in 
fact, we are reserving that and the steel industry is cutting us more than 
others in this particular area. 

I think perhaps it is a general problem. TI am sure it is a particular 
problem of our area here. And it seems to us that the actual facts 
of our steel situation are in direct contrast to the program that NPA 
Is trying to carry out. 

We have three recommendations I would like to make to your com- 
mittee. First, that program steel tonnage be made available to the 
heating industry through NPA.. 

Second, all phases of the heating industry be recognized in that 
program. 

Third, that special attention be given to particular problems that 
we have here on the west coast, as a result of our acutely restricted 
steel supply, which I question is a national problem. 
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Two other members of our committee are here, and if you would 
like to ask any questions of them or me, we would like to give you 
whatever further information that would be in order. 

Mr. McKrynon. Is most of your steel used for home use, heating? 

Mr. Hammonp. That would be largely residential construction. 

Mr. McKinnon. If these orders were changed to where steel was 
allocated according to the job, instead of according to the manufac- 
turer, would that pretty much answer your problem / 

Mr. Hammonp. I think it would help the problem, but that essen- 
tially, as I see it, would be the priority system. And under that type 
of system your basic problem, even after you get the priority, is in 
finding an available source of supply that will accept that priority 
and deliver the material against it. 

We think here on the coast, particularly, we have a difficult problem 
in getting that steel tonnage placed, even though it comes on individual 
priorities on the job. 

Actually, up to this time no individual priorities have been given on 
housing generally, even to where a housing project has not carried 
DO priorities, and a very organized effort has been made by some of 
the Army procurement agencies, as I understand it, to try to get that 
situation corrected, and to no avail. 

Mr. Muvrer. Mr. Hill? 

Mr. Hitz. Let me ask, do you build these heating, or this heating 
equipment before you get the contracts to put them in the houses / 

Mr. Hammonp. That might vary from among the members of our 
group. I think in general the heating equipment would be built and 
carried asa stock item, and made available for the job. 

Mr. Hitt. The next question: Would you have any way of keeping 
a check on what your inventories might be, in the way of heating 
equipment, the whole group ? 

Mr. Hammonp. Nationally, I believe those figures would be avail- 
- able to us, and on an—on a national basis it is somewhere around a 
30-day supply. 

Mr. Hiii. You wouldn’t know your own situation in this locality, 
the west coast ? 

Mr. Hammonp. I could speak for my own company on that. That 
we are finding our backlog of orders building up, and it has built up 
consistently since the start of the year. 

Mr. Hitt. What do you mean by “backlog”? Orders of houses, to 
supply with the heating equipment you already have? 

Mr. Hammonp. They are coming in faster than we are able to furnish 
the material. When I speak of stocking furnaces, all of these manu- 
facturers are making more than one model of furnaces; even though 
they may have an inventory of equipment, they may not be able to 
handle specific orders that come up. 

I know, certainly, in our own case our inventory is inadequate to 
properly meet the requirements of some of these jobs. 

Mr. Hu. What I was trying to get at in my own mind is, if hous- 
ing units drop, that is, it starts in hquses, immediately, it affects your 
own business ¢ 

Mr. Hammonp. We recognize that. Of course, up to this point 
there has been no drop-off at all in housing. And I think that we have 
to recognize that there are degrees of essentiality. 
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I think eur-position is that in terms of the relative degree of essen- 
tiality that should be assigned to our industry. We are presently in a 
very critical situation, so far as the steel supplies are concerned. 

I base the relative degree of essentiality on the orders that NPA has 
already issued. 

Mr. Hitz. You are directly tied in to the building of houses? If you 
don’t have any starts or any new houses, you wouldn't need any extra 
steel to build your heating equipment, certainly. 

Mr. Hammonp. If that should occur, yes; that would be true. How- 
ever, I would like to point out that this year housing starts are actually 
ahead of last year. 

The building industry, as California labor statistics show, it reached 
an all-time high in employment. 

I would like to Pee point out, on top of that, there are these 
military installations, housing projcets. And then, as we understand 
it, also this problem of alleviating critical labor-shortage areas, as they 
develop, which can be spread out and require housing units. 

There is always the continuing problem—the heavy one in our 
industry—the replacement market servicing existing houses. So I 
believe, while all civilian industry may be curtailed as a result of this 
emergency, the experience generally of the heating industry has been 
that it is not curtailed as rapidly or should not be curtailed as rapidly 
as some others. 

Mr. Murer. We have been told in Washington—and I am talking 
now about the Banking and Currency Committee of the House—and I 
know the Banking and Currency Committee of the Senate has been 
told the same thing-~that because of all these material restrictions 
that have been placed against the building industry, in the building of 
new homes, there will be no new homes built in this country this year ; 
very few compared to last year. 

You are now telling us the new starts are away ahead of last year. 

Mr. HamMonp. Our experience, I think, particularly here on the 
coast and certainly the experience of our own company, is that both 
our orders coming in are away ahead of where they were last year 

Mr. Movrer. Tell me this: Can’t your industry use imported steel ? 

Mr. Hammonp. We are able to use a certain amount of that. A 
certain amount of it has to be used in the industry. It is becoming 
increasingly difficult to procure, and it is high in price. 

Price, obviously, I think, is one consideration in all these things. 
The very fact we should be a hundred percent on the military tonnage, 
or close to a hundred percent in 1950, and we are only about 70 percent, 
actually means that heating equipment costs more than it should have. 

Mr. Murer. Isn’t the price of the imported steel fixed, just as the 
domestic steel is fixed ? 

Mr. Hammonp. If it is, it is fixed at a much higher level. 

Mr. Muurer. How about the quality of steel you use, can’t you 
use steel that is made from so-called mill ends, instead of the first- 
grade steel ? 

Mr. Hammonp. We have certain access to that material and a con- 
siderable amount of it is used in our industry. But it is not suitable, 
of course, for all of the requirements of our furnaces. 

We have parts that require high finish and parts that have to be run 
through drawing dies, and the like, where the quality of material is 
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important and where other things preclude the use of so-called sec- 
ondary products. 

In a lot of the foreign material I think scale is a definite problem, 
so that the use of that is a continuing thing with us, but it is probably 
limited in the total amount that can be utilized. 

Mr. Mutrer. Do you think your industry is utilizing to the fullest 
extent possible the imported steel and the secondary steel? 

Mr, Hamonp. I don’t know of anyone in the industry that wouldn’t 
like to get more of it, if they could. 

Mr. Movrer. Mr. Mansfield? 

Mr. Mansrtevp. I wanted to ask, What have you done to try and 
secure relief through the NPA or other agencies, Government agencies, 
here in Los Angeles ? 

Mr. Hammonp. Frankly, I don’t feel that we have really done any- 
thing on that, and perhaps we should. 

e felt when M-47 was issued that it was the clear intent of NPA, 
at least, a relatively high level of heating equipment should be con- 
tinued, because where, as so many less essential steel commodities were 
restricted by 20 percent, we were not included in the order. 

We perhaps lulled ourselves into a little feeling of self-security on 
that, which was unjustified, and now we find the actual facts of the 
situation are just the reverse of the apparent intent of NPA reg- 
ulations. 

Mr. Mansrtevp. It appears to me you have a real problem. The 
association you represent has a real problem, and it would appear to 
me further the best thing for you to do would be to start in having 
some talks with the NPA and others, because after all, these cies 
are here, not to hurt you but help you as much as they possibly can. 
If any deficiencies occur in the regulations, that were not apparent in 
the beginning, I am certain they will give you every possible consid- 
eration in trying to obviate that difficulty. 

Mr. Hammonp. This request that we—or recommendation that we 
have suggested here, of securing proares tonnage for the industry, is 
a thing that is being gone, as I understand it, into in Washington, 
Some 14 so-called program deals have been set up there. 

It would be our feeling that that is the most likely source of relief 
for us. I wonder if you could suggest to our committee ways in which 
we might further the effect of trying to secure programed tonnage 
through NPA. 

Mr. Mansrtevp. Well, you have already approached this commit- 
tee. We have the information and your recommendations, plus your 
statement, which will receive every consideration, you may rest assured. 

I feel quite certain the chairman of this committee would like you 
and your association to get together with Mr. Bates of the NPA, and 
others, other interested Government agencies, to see what can be done 
and what is contemplated, and place before them the recommendations 
of your group so they can, in turn, in view of the hardship which you 
are suffering at the present time, forward those to Washington with its 
recommendation. 

Mr. Hammonv. That would probably have to be carried back to 
a either by our committee or perhaps by some national—— 

Mr. Motrer. Probably by both the agency here and your repre- 
sentative. 
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Mr. Hammonp. I think one of our big problems is the companies 
we ee are basically small, and it is difficult to get them 
o ized. 

nkly, most of the program deals that have gone through, up to 
this time, have been much larger companies than the type of company 
that normally participates in the heating industry. 

Mr. Mv rer. I am sure your problem is going to get serious con- 
sideration. 

Mr. Hammonp. Thank you. 

Mr. McKinnon. We know if we don’t have heaters in these homes 
they are not going to be very satisfactory. 

Mr. Hammonp. That is right. It isa health problem. It has been 
recognized as essential almost from the beginning. 

. Mr. McKrnwnon. Just as essential as other things that go into a 
ouse. 

Mr. Hammonp. Perhaps more so in many ways. 

Mr. Movrer. Thank you very much. 


STATEMENT OF JAMES M. WOODS, WOODS CONSTRUCTION Cuv., 
LOS ANGELES, CALIF. 


Mr. Movrer. You may proceed, Mr. Woods. Tell us your problem. 

Mr. Woops. Well, members of this distinguished committee, I sat 
through your hearing yesterday and I am back again today. 

The only thing that I can say that could probably reassure the 
members, my colleagues of the small-business men, because I feel that 
I am probably closer to the problem of small business than probably 
any of the other persons that have appeared before this committee, 
and I might say that if anybody has any illusions about America and 
the smal] business, I would like to reassure them that it is not all lost, 
and if Joe Stalin has any ideas about America not being able to com- 
pete and win this war, he has got something else coming. 

The problems these gentlemen have presented to this committee 
are probably in their opinion grave, but in my opinion they are small 
problems that can all be worked out very easily. I think this, in my 
opinion, more than anything else reassures America that a man can 
have small business and have minority groups and can come before 
members of the highest law in the land and we can thrash out our 
problems. As long as we have that type of government and those 
t of people, we have nothing to worry about in America. 

am a Negro who is a truly small-business man. During the last 
war I served in the Armed Forces as an Air Force pilot instructor. 
Twenty-five years ago I was in the cottonfields of Georgia and didn’t 
know there was any such place as Russia. So far as I knew, the 
United States was the only country in the world. 

I was able to go to college and get aeronautical engineering. I hold 
every license that a man can hold today in aeronautics, from a pilot’s 
license down to a mechanic’s license. 

I hold a real-estate broker’s license. I hold a general contractor’s 
license with all the things that go along with it. 

We have over 50 employees. We started out in business 4 years 
ago, after coming out of the armed services, with nothing, and today 
we have done over a half a million dollars’ worth of business. 
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Now, in what other country could a man rise from the cottonfields 
of Georgia up to red in the skies above and look down on the people 
on earth. In other words, the reason I left Georgia was because a 
lady refused to let me work on WPA after we got through picking 
cotton. 

Mr. Mutcrer. She did you a favor. 

Mr. Woops. She did. I rode over her with an airplane later and 
could have pushed a button and destroyed the town where she lived. 
If a person has the will to fight, we can lick these problems we have 
here today. It takes a little bit of work for me to get out to do this 
business, and I see my family once a week. That is all right. We are 
fighting a war. What difference does it make for the survival of our 
country if I only see my family once a week. If we don’t get out 
and do it, maybe Joe Stalin will have us in a concentration camp. 

Do you think anyone would be able to come before a committee of 
the proletarian of this nature and thresh out their problems? I should 
say not, 

I would like to reassure the members of the small businesses that 
we can lick these problems if we work a little harder. Now, I operate 
in three counties in the State of California, and I just got a call 
from one of the members that a fellow housing authority—he wants 
me to drop up to Las Vegas and help them fix some problems they 
have up there. I am going up tomorrow and do it. We can lick these 
problems if we try. 

So I would just like to say that I thank this committee for having 
an opportunity to appear before it and reassure some of our members 
who feel it might be all lost. 

In a matter of finishing, I would like to say that members of our 

roup probably have a few problems that perhaps some of the mem- 
Saas of the other groups don't have, in regard to our operating of our 
businesses. 

Of course, when I started out in the small town I was in, I walked 
into the bank and put my proposition before the banker, on the basis 
of sound business principles, and of course he said that he couldn’t help 
me. But I didn’t let that stop me. I went to another bank, and today 
when I walk into the bank I am ashamed to walk in because, from the 
manager on down, they all get up and congregate around me, to shake 
my hand. 

Mr. Muurer. Now they want to lend you money, when you don't 
need it. 

Mr. Woops. That is right. 

So we feel that we have a great country, and I might say for the 
benefit of my race that we have always been loyal to this country, and 
I don’t think anyone has anything to fear about the Negro being or 
going Communistic. 

Of course, we have problems. That may be. But they will be 
worked out, and as long as we have members and people like this <lis- 
tinguished committee who are willing to listen to you, I think that 
we will be able to lick all the problems that we have and in time we 
will have a true democracy. 

I would like to offer a suggestion, perhaps, to this committee. In 
our employment we have something, as I say, over 50 employees. Some 
of them are very highly skilled, and I might say we have a very demo- 
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cratic organization. We have members of all races and groups. In 
other words, it isn’t the fact that some people still think that perhaps 
a Negro organization can’t do the job perhaps as well as a white or- 
ganization. O. K. If they want chat, we will send a white man out 
and talk to them. It doesn’t make any difference if they think he 
owns the business, so long as we get the work. 

So we can lick these problems and, as I said, when we are sometimes 
in fighting a war we kind of overlook a few things that maybe we 
shouldn’t. 

I feel if this committee could probably have someone that is maybe 
members of our group, who has got something to offer for the war 
effort that you could go to and they could listen to you—of course, 
these men, I realize, are very busy. I mean, they have a lot of problems, 
fighting the war, and they don’t always have time, in other words, for 
me to sit down and tell them about myself. Maybe if they did they 
might give mea job. They are too busy for that. 

If this committee had someone who is not so busy but that they 
could listen to the problems of the minority groups—in other words, 
for instance, I could get an organization together maybe, so that we 
could use the skilled labor we have in the war effort, if we only had 
someone we could sit down with and explain things. 

Of course, we haven’t got the money to go back, but we have the 
skilled help, men who are capable of doing any kind of work and 
all types of work. If we had someone that we could sit down with 
we might be able to iron our problems out, and I think we could do a 
tremendous job in helping to carry on this war effort. 

I want to thank you very much. 

Mr. Mourer. Thank you very much, Mr. Woods. 

The next witness is Mr. A. L. Holt. 

(No response. ) 

Mr. Murer. W. N. Getman. 

(No response. ) 

Mr. Motrer. Phyllis Patton. 


STATEMENT OF PHYLLIS PATTON, COOPERATIVE SIGN C0., 
LOS ANGELES, CALIF. 


Mrs. Parron. We manufacture and direct signs, and then we have 
another phase of our work which is maintaining and repairing the 
signs that are already up. 

Maintenance and repair and operating supplies. 32—A, regulation 4, 
directive 1. 

According to the above regulation, we can do an equal amount of 
work as done in our customers’ fiscal year of 1950 and receive his 
DO 97 rating to purchase replacement material. 

We will have no leeway to construct new signs as although the 
customer is permitted to purchase them up to $750 under the hearing 
small capital additions, he is not permitted to count previous small 
capital additions when figuring his DO 97 rating quota. The result 
is that in the normal course of events his rating will be more than used 
up for maintenance and repair work. 

Then, too, the demand for repair work grows year by year. For 
instance, the new signs installed in 1949 and 1950 needed no repair 
work done during the base period but as time goes on they will require 
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repairs, New signs remain installed generally for the life of the cus- 
tomer’s business. Each year they require more and more expenditure 
to keep them in running order. 

_ Display signs are listed under construction department M—4, Any 
sign costing under $5,000 does not need special approval from NPA. 

owever, we are not permitted to fill an order for a quantity of 

signs ordered by one company, such as a gasoline company, i 
more than $5,000, although the signs themselves will each be e 

in an entirely different location, at the individual gas stations, and 
the individual sign will cost less than $5,000. 

We may purchase material equivalent to that we purchased in 1950 
in accordance with NPA M-4, However, no rating has been set up 
so the replacement of material we use in this construction can be ob- 
tained from our supply houses. Only after they have completed their 
DO orders can they supply us with material and as time goes on they 
will have less and oh material for our needs. We will then be forced 
to use up our inventory which as of December 31, 1950, equalled one- 
tenth of our 1950 sales. The final result is evident. 

The Co-Operative Sign Co. is now employing 25 employees. The 
attached list will show the size of our plant and the machinery and 
trucks owned by us. If construction of new signs is prohibited, the 
maintenance and repair work will not be sufficient to justify keeping 
the plant in operation. There would be no use for the machinery now 
in operation or more than one small truck. 

If the NPA does set up a rating for the construction of new signs, 
it would of necessity have to be on a different basis from the NRO. In 
other words, a customer who purchases a sign for a certain location 
generally expects no change for the life of his business there. 

1 10-foot, 16-gage, Pexto power shear. 

1 52-foot, 14-gage, Pexto power shear. 

1 10-foot, SL—-10 Chicago press brake. 

An assortment of forming dies, gang punches, and box-forming fingers. 
1 10-foot, 16-gage, Whitney-Jensen air-operated brake. 
1 75-ton Toledo punch press. 

1 12 place Wiedeman turret punch. 

1 14-gage Libert nibbling shear. 

1 4foot Pexto power roll. 

1 30-kilovolt-ampere Acme spotwelder, automatic. 

1 20-kilovolt-ampere Rex spotwelder, automatic. 

1 Chicago pneumatic hydropneumatic squeeze riveter. 
1 44-ampere Lincoln electric welder (portable). 

2 44-ampere electric welders (stationary). 
Manufacturing plant of more than 26,000 square feet. 
1 2-ton Yale electric hoist. 

1 1-ton Yale electric hoist. 

1 10-inch Delta table saw. 

1 Boice-Crane band saw. 


1 18-gage Lockformer flanger. 

6 steel constructed 5- by 21-foot work benches, equipped with leveling screws. 
1 wool-working shop. 

1 40-foot paint spray booth. 

10 trucks for pickup and delivery. 

Assortment of electric, air-driven, and other hand tools. 


Adequate drafting facilities. 


Our problem here is that we get orders from, say, gasoline — 
for a great many signs that are going each individually to a different 

station, but the order would amount to more than $5,000. It is all 
billed to one company. 
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Our other problem is that we have no rating to procure material to 
make up new signs. We call our supply houses and they have told 
us that if we had a rating, the right rating, we could have material 
immediately. 

At the preseni time we don’t have any rating at all. And in regard 
to the repair work, we can do an equal amount of work as done in other 
consumers’ fiscal year of 1950. That is where their DO rating comes 
from. There is no leeway there to build any new signs, although the 
customer is permitted to purchase them up to $750, under the heading 
of small capital additions. 

He is not permitted to count previous small additions when he is 

ring his rating, and he is going to have to use all his rating to keep 
his repairs up. 

Then as we build, apparently, less and less new signs, we have to 
keep the old ones up and there will be more and more work in that 
respect. So our main problem is just getting the material. 

Mr. Muurer. I don’t think you have any real problem as to the 
amount of your orders. I don’t think it is intended that the regulation 
should prohibit you from taking an order for 100 signs, the total 
value of which is $5,000 or $6,000, and thereby eliminating the possi- 
bility of your doing it. 

I think it is intended to cover the cost of a single sign. Am I right? 

Mrs. Parron. Then are we clear on that? 

Mr. Mvuurer. Yes. I am quite sure you have no difficulty on that 
count. Of course, your problem on getting material is a very difficult 
one; unless it is part of the defense effort, you will get no DO’s for 
any of those orders. And even if a DO is secured—if you were here 
yesterday you would have heard there will be difficulty getting 
material with the DO’s, because there just isn’t enough material to 
go around. 

I think the way to handle your problem is, when you get into diffi- 
culty, to consult with the local people here, and they will do everything 
they can to help you. Eventually we hope that we will, by increased 
production, get around to the point where we will have enough mate- 
rial for the defense effort and also keep the civilian effort going, too. 

As of this time we are in a very difficult position. I am sure you 
realize it, as most small-business men do, that the defense effort must 
come first. 

Mrs. Parron. Oh, yes, we understand that. 

Mr. Muurer. Thank you for coming in, Mrs. Patton. 

Mrs. Parron. Thank you. 

Mr. Moutrer. John A. Rogers. 

(No response. ) 

3 Mutter. T. A. Edwards. 

(No ravemyy | 

Mr. Mutter. Claude B. Ogle. 


STATEMENT OF CLAUDE B. OGLE, PRESIDENT, ATLAS PLOW & 
ENGINEERING CO., PASADENA, CALIF. 


Mr. Oorz. We manufacture farm equipment. I have not submitted 
any statement today, but I have written a letter to NPA. I think they 
have a copy of that in their file. 

Mr. Mutter. Tell us your problem, sir. 
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Mr. Octe. Our problem is obtaining materials. We have developed 
a special plow for tilling the soil deeply, in the Southwest and the 
cotton verve and it has taken hold quite well. 

Consequently, the demand for the units have been very heavy upon 
us, and we have not been able to place orders on the steel mills as we 
formerly were able to do. Consequently, about 75 percent of our ton- 
nage or better has had to come from jobbers’ sources. 

e have not been able to obtain it in sufficient lead time to keep our 
production up. At the present time we have had to reduce our force 
from about 90 men to about 40. Our heaviest season is the fourth 
quarter of the year and the first quarter of the year. That is the 
season of the year when most of the plowing is done for cotton. 

That brings up the point that the base period under which we would 
be able to be allocated any materials would be somewhat unfair to us 
because we would be in the first and second quarters of the year, rather 
than a spread so we could properly get the amount that we should be 
entitled to per month. 

Either we should be permitted to take a 12-month period and divide 
it by 12, or average it out so that we don’t have to take one of our 
bad quarters with a good quarter. 

We must also have sufficient lead time before the demand strikes us 
that we are able to furnish the units in time for the people to use them. 
The time required to get an order through the mill at this time may be 
30, 60, or 90 days. In some cases it may be a year before you could 
obtain certain types of materials. 

So that unless we have tonnage allotted to us, so we can place it on 
the mill in order to get it in time, we might have every essential item 
except one, and still we couldn’t ship a finished unit because that one 
essential item is still lacking. 

Mr. McKinnon. You manufacture all your stuff or farm some of it 
out? 

Mr. Oate. Very little of it is farmed out, outside of such items as 
bearings, tires, hose, and things like that we have to buy out. 

Mr. axis, Those items are holding you up how much? 

Mr. Ocre. They did through this past season, The most recent 
one which—there is a regulation under M—12 which governs the use 
of copper and the use of tin. However, M-8 apparently lets us out, 
because one of the specific items we manufacture is mentioned in M-S 
as an acceptable item, and the proportion of tin allotted to that par- 
ticular usage does not conflict. We ws within the regulation to use 
the item. 

Mr. McKrynow. I think you have got some news for him, Mr. Hill. 

Mr. Huw. We had the allocation of steel to the manufacturing of 
farm implements up. Since we have been on this hearing the Agri- 
culture Department has been unable to convice the boys at the top 
they need more steel, and had a promise we would get it. 

I talked to Mr. Foote in the office upstairs and he tells me there is » 
new M-—55 regulation out with a DO 87. Whether the DO 87 will 
obtain the material for us is questionable, because only so much ma- 
terial for everyone may be allotted. It may be accepted and maybe 
it will not be accepted. ‘ 

Under the old CMP program we were definitely allotted so much 
tonnage of carbon steel, so much alloy, so much copper, base alloy, 
and tires, and so on. 
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Under that system we were able to obtain the amount we were 
allotted. But in the present case we might not be even able to get 
what we are supposed to be allotted, because of a poor acceptance of 
DO rated orders. 

So far as the use of foreign steels are concerned, we have found 
wide discrepancy in the specifications of the material. We have found 
that nearly without exception it was highly overpriced, sometimes two, 
three, and four times the price of domestic. 

We have not purchased any steel other than regular prices in our 
business. 

Mr. Hizzt. You have had no one from the gray market approach 
you to provide it ¢ 

Mr. Oate. We have had dozens approach us, but we have not bought 
a pound of it. 

Mr. Huw. Can you make a list of those names and turn them over 
quietly to the top boys here so they can find out what they are doing? 

Mr. Oate. As rapidly as we can obtain the names we turn them over 
to United States Steel Corp. and jobbers. 

Mr. Mucrer. Mr. Hill is suggesting you turn them over to the boys 
in this building, Mr. MeCormick’s staff and Mr. Bates’ staff, and let’s 
get rid of those fellows. That is one of the functions of these agencies, 
to prosecute the men in the black market. 

Mr. Oetx. I have had sheet stock at 17 and 18 cents a pound and 
heavy stock at 12 cents a pound in large quantities. They expect you 
to take about 50 tons at that price. 

Mr. Hitzi. How long have you been manufacturing this now? 

Mr. Oexe. A little over 3 years, and we have been in business since 
1917. 

Mr. Hitz. Do you make anything else? 

Mr. Oete. Yes, sir; we make a hydraulic power control unit for 
tractors. We make a scraper. We make a land leveler, a device sim- 
ilar toa land plane. We make hydraulic cylinders. 

During the war we did considerable work for the Navy and Marine— 
Maritime Commission and various aircraft plants. We fabricate 
structural steel, though we are not doing so at this time. We are 
concentrating on farm equipment. 

Mr. Hitz. Up to this moment, how much percentage have you been 
cut down on your steel ? 

Mr. Oaie. Well, I would say we have been cut down perhaps 30 
percent. Some of the most difficult things are anything containing 
alloy, such as chrome or molybdenum, which we must have in a small 
quantity for highly stressed items, such as axles and so on. <A baser 
metal will not take the loads. 

Mr. Hutz. Do you have such a thing as a shear or blade on this 
plow, or is it a disk? 

Mr. Oaue. Yes, sir. I happen to have with me a copy of the Im- 
plement Record’s Annual Products issue here. This hates to be 
our advertisement. 

Mr. Hitt. Someone complained they couldn’t get plow shears—— 

Mr. Ocie. We are having much trouble getting it. 

Mr. Hitz. They were just not getting any. You haven't gotten that 
far along. 

Mr. Ocie. Not quite. It was very difficult; we had requirements 
for about 300 or 400 shears a week during the winter months, and we 
could only get about a hundred shears a week. 
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It meant that the users of that material would have to take their 
plow shears to a blacksmith shop and have them drawn, built out, and 
then they would apply a very expensive hard facing material to them. 

That is a very expensive operation and costs more than a brand new 
shear to do it. 

Mr. Hu. Just taking a glance, I would say you are going to have 
a lot of items on those plows. You are going to have to keep in touch 
with these folks. 

As Congressman Multer told you, we have to fight the war first. 
I am for the farm implements. I have been in that business for 20 
years. 

You are going to have plenty of trouble. You are going to have 
to keep in touch with these boys. You have to start here. They are 
the re ones that can help you first. 

Mr. Oate. I have written a letter to the NPA on that, sir. 

Mr. Hitz. You keep in touch with these boys here, because they 
really can help you. 

Mr. Oate. They tell me that if I don’t receive a copy of M—55 in 
the next few days, I should get in touch with-them again. 

Mr. Hitt. You may be driving those plows on a steel wheel again 
before long. 

Mr. Octe. We are doing that now. 

Mr. Mutrer. Did you present your precise problem about the fact 
you were having difficulty and hardship because of the wrong period 
of allocation, that you really have a seasonal quota ? 

Mr. Octr. That is right. 

Mr. Mvutrer. And yet the regulation generally does not apply to 
you that way because it hurts you. You come in the wrong quota, 
so far as the maximum production is concerned. 

Have you presented that precise problem to NPA ? 

Mr. Oate. I am not certain I presented that particular part of the 
problem. 

Mr. Mutter. I think they are set up to help you. You present your 
problem to them. 

Mr. Oare. All right, sir. 

Mr. Mansrrevp. I would like to join the committee in congratu- 
lating the Government officials here. They have given us excellent 
service, and also in San Francisco. 

As a committee, I think we are very grateful to you for what you 
have done. I would like to emphasize what Mr. Hill has said. Be- 
ing a member of the Agriculture Committee, he has brought out 
plainly on several occasions that the Agriculture Committee is inter- 
ested in getting a great allocation of steel. 

I just got a telegram this morning informing me that they are go- 
ing to bring up, under unanimous consent, the suspension of tax on 
copper. If that passes in the Senate as well, it means that the short- 
ness in copper, which is material at the present time, will be alleviated 
somewhat and you small-business people will be helped to some degree. 

Mr. Oerx. I might add, along that same line, I went all through the 
old priorities and allocations and CMP, and the —— to the prob- 
lem at that time has been more specific and immediate, and it clearly 
indicates that that department has much better grasp on the problem 
than they did during priorities and allocations. It seems to me they 
are handling it in good fashion. 
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Mr. Mansrietp. They are here to help you, and so far as we can 
see, they are trying to help you. 

Mr. Mutrer. Thank you for coming in, Mr. Ogle. 

Mr. Ocie. Thank you, gentlemen. 

Mr. Mutter. Mr. Henneberg was here yesterday with a problem 
he presented. 

Will you come forward, please, Mr. Henneberg. 


STATEMENTS OF G. HENRY HENNEBERG AND S. SOLSBURG—Resumed 


Mr. Henneserc. I think we were going to have a representative of 
the Air Force come in today. 

Colonel Fickuine. Yes, sir. 

Mr. Mutrer. Now, will the Air Force representative give us what 
information he may have on this problem ? 

Colonel Ficxirne. Yes, sir. As we pointed out, this is handled a 
little bit special in our office, because of the nature of the work. I 
didn’t have an opportunity yesterday to point out that the Govern- 
ment, in placing a contract with a prime contractor such as a major 
air frame manufacturer, the Government does furnish items to that 
contractor. 

It is not just a sole purchase of, say, an airplane. Therefore, the 
material that is furnished by the Government through printing, 
through Government sources, is not isolated, but we do have the regu- 
lar covering Government printing, the covering of it, which comes 
under section 3 of title 44, United States Code. 

It requires that— 
all printing, binding, and blank book work for Congress, executive officers, judict- 
ary and others, Supreme Court of the United States and every executive depart- 
ment, independent office, and establishment of the Government shall be done 
by Government Printing— 

The rest of it is quite lengthy. That is the background, sir. 

I believe there were a couple of other questions I wasn’t in a posi- 
tion to answer for you gentlemen yesterday, as to this particular print- 
ing office at Dayton and work done here. 

"it there is anything further raised on that point at this time, I 
have Mr. Myers, who is a special representative on printing for our 
office, here. 

Mr. Mutrer. Thank you, Colonel. Mr. Myers, will you come for- 
ward, sir? 

Mr. Myers. My name is Ted H. Myers, 6059 Vantage Avenue, North 
Hollywood, Calif. 

Mr. Muurer. Your connection with the Air Force? 

Mr. Myers. Civil Service. I am the editor in charge of the techni- 
cal publications in the procurement field office here. 

Mr. Muurer. Were you told of the problem presented here? 

Mr. Myers. Well, I have been briefed on it. I would rather hear 
these men present their problem here and maybe we can help them. 

Mr. Mutrer. Suppose you briefly present that, Mr. Henneberg. 

Mr. Henneserc. Our objective, sir, is to see if we can arrange for 
the direct solicitation by printers to air frame manufacturers, et 
cetera, who have prime Air Corps contracts, so they can sell printing 
direct to those firms involved, rather than for them to be forced to 
send their material after it is prepared for reproduction to the Air 
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Force procurement office for them to send it to the Government Print- 
ing Office facilities, and leave only the overflow back into this area 
when there is some overflow for our printers to have. 

Mr. Muurer. Well now, as I understand it, then, we are dealing 
here with the question of where a prime contract has been let by the 
Government and the prime contractor must have some printing in 
connection with that contract. 

Your difficulty is you are finding now when you go to the prime 
contractor and ask him to let you have the printing, he tells you he 
is sorry, he cannot do that, but that must be done through the Air 
Force. 

Mr. Hennepere. Yes. 

Mr. Murer. The Air Force then orders that printing instead of 
letting the prime contractor order it. 

Mr. Henneserc. Yes. He mentioned in title 44 that it covered ex- 
ecutive offices and judiciary and others, and every executive depart- 
ment and independent office required some legislation to be ‘put 
through. This is certainly a borderline case, for a department of 
defense like the Air Force to be able to require this material to go 
through such an agency. We think it should be left up to the firm as 
to from which source they will get it. 

Mr. Muwrer. Is any of that in the classified, restricted, or con- 
fidential classifications ? 

Mr. Hennesere. A major portion of it is, and the printers in this 
area are classified to do that kind of work. 

Mr. Mutter. Now, Mr. Myers, do you understand the problem? 

Mr. Myers. Yes, I do. First of all, up until 1947 we bought no— 
he is speaking specifically of technical order handbooks for aircraft. 
Up until 1947 we bought the original issue of a pilot’s handbook and 
an errection and maintenance manual for the crew chief. 

The pilot’s handbook was about 100 pages. The crew’s chief man- 
ual was about a 500-page book. 

We printed a flat quantity of 3,500 copies of the original issue of 
that book we bought from the aircraft manufacturer. After the 
original issue of the book, all reproducible copy or all revisions printed 
of that book were printed by Wright Field, the Government printing 
office at Wright Field. So there has never been a volume of this 
work out here at all, now practically none. I mean, 3,500 copies of 
a 100-page manual wouldn't keep a man busy over a week or 10 days’ 
time. 

However, in 1948, due to the urgency, I should say—rather, I 
should explain here that we put a pilot’s handbook and chief’s crew 
manual in every airplane when it is delivered from the plant here. 
Due to the urgency of the printing, they said, “Why can’t we let 
this out on contract to the area in which the publication originates or 
the reproducible material originates?” 

They had a series of conferences here, and cleared it with the Con- 
gressional Committee on Printing in Washington, and they were au- 
thorized to do that. 

So then they issued a call contract—rather, they took bids on a call 
contract and they began printing these books here on the west coast. 

At this time it was just a trickle of printing, but since then it has 
grown to where there is a sizable quantity of work available to offset 
printers in the area. But it is let on a call contract basis for each 
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fiscal year. Everyone in the industry has an opportunity to bid on 
it. It is posted in our bid room and our headquarters and publicized. 
We have given it all the publicity possible, and I feel we have en- 
couraged the industry here as much as we possibly can, short of giving 
them a contract—a copy of the bid and actually filling it out for them. 

The whole thing points toward more work to small printing estab- 
lishments on the coast, and has gone that way for the last 3 years. 
I can’t quite understand the problem. 

Mr. Sebipeun. I pointed out to the committee yesterday that when 
we talked about airplane manufacturers we are talking about big busi- 
ness, and we didn’t come in that category, or to talk about big business. 

We can handle that in this area, also. But there are mang, many 
small prime contractors that are required to furnish small books, 4 
pages, 12 pages, 40 pages, and so forth, and it is just as applicable 
to the small contractor as to the big contractor on its present plan 
of procedure. It goes into the Air Corps hands for placing. § I 
hope we don’t limit ourselves to talking about Lockheed and Douglas. 

Mr. Mvuurer. Who is placing the order for those small handbooks 
or pamphlets? 

Mr. Myers. These are the same handbooks I am speaking of. They 
amount to a good job for an offset printer. There aren’t too many 
printers out here, as I understand, that can handle them. 

Mr. Henneperc. There are several. There are very many over the 
adequate number. 

r. Myers. Ten or fifteen ? 

Mr. Hennesere. The gentleman called my office a year or so ago 
and asked me to give him a list of lithographers that could do the work. 
I determined there were 17 bidding on the call contract. 

I asked, “Do you want 50 printers to spend the thousands of dollars 
involved in the time to figure this out so one man can get a contract?” 

There are, I would venture to say, 100 legitimate lithographers, some 
small, some large, that would like to get their figures on that work. 

The material we get here was just two contracts. Richmond and 
Sprague have been awarded contracts. 

The final reproduction copy goes to this man and is sent back to 
Wright Field for dispersal, to their own plant. If they can handle 
it, they do. If they are busy, they dribble it over to the call printers 
in our area or elsewhere. 

Mr. Myers. You are speaking of technical manuals on equipment 
a 2 ie soning oh ‘. 

Mr. Henneserc. We are speaking of all the printi our office 
controls and which goes to Wright Field. on 

Mr. Sorssure. Instead of going into our hands. We might have 
been formerly dealing with Gilfillan, and now Gilfillan has to say, 
“We can’t deal with you any more; the Government will handle that.” 

Mr. Muurer. Isn’t there some regulation that requires all this print- 
ing must go to Wright Field and be handled by the printing plant 
down there, and only the excess that they cannot handle will be handled 
age al 
Mr. NeEBERG. If there is, we want the regulation changed. I 
asked the question whether this comes under the judiciary, executive, 
et cetera. 

Mr. Mutrer. There is no doubt about it. May I explain to you that 
our Government is divided by the Congress into three branches, the 
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legislative, which is our Co ; and the pio which is the 
courts; and the executive, which administers all the laws in the 
executive departments, such as the Defense Department. 


So anything and everything in the Defense is technically part of the 
executive department. That is administration. 

Mr. Sotsurc. Then we should go back to the “ow bid that 
Sprague Engineering Co. makes on Air Force specifications. The 
Air Corps shows that Sprague shall furnish the nuts and bolts and 
almost every other detail that into their completed job, but the 
Air Corps says, “You shall not furnish the instruction manual on how 
that equipment should be used.” 

Mr. Myers. I can answer your problem there. You have certain 
standard parts. Say we have 15 aircraft. There are certain standard 
components of every aircraft. 

Take a starter, the Air Force or the Armed Forces standardizes on 
that item, that starter. They designate that Government-furnished 
property, and we buy that direct. en we want starters, we have a 
certain type, A-3. ey will 7 a bid for type A-3 starters. Any- 
one in the country that is qualified to manufacture a starter can bid on 
it or has facilities for manufacturing that starter can bid on it. 

Technical orders are common; or, rather, reproduction of technical 
orders and technical orders themselves are common to every item of 
equipment that we buy. It is only natural. You do it in your own 
business. If you have a common item on procurement, your purchas- 
ing officer says, “Here, instead of all department heads buying that 
on the retail market, we will consolidate all our requirements for that 
item and I will buy it and get a better price on the printing through 
a volume purchase.” 

That is exactly what you are doing in your company, and that is 
exactly what the Government is doing in this case. This printing is 
standard to every contract that we have that has a complex item of 
equipment. 

As I pointed up, up until 1947 this west coast lithography or print- 
ing industry had no opportunity to get in on this printing at all. From 
1947 to the present you have had an aero 4 to bid on annual cal! 
contracts for aircraft handbooks. There is a letter in the—going 
through channels now that will allot an additional amount of this 
work to cover Sprague Engineering and all the miscellaneous equip- 
ment manufacturers. A lot of them might be represented here. 

Again, the books that are to be printed on those contracts are the 
reproducible copy required on those contracts and will be turned over 
and will go to one of the members of your industry here for printing. 

Mr. Hennesere. But will it be turned over from your office or the 
printer will be able to go up and sell direct ? 

Mr. Myers. No. It is a commonly used item, as I pointed out to 
you. Again, if you have a company with 15 departments and you tell 
all your department heads, “Buy your own supplies,” you check their 
operations and you will find that all 15 of them are buying the same 
pencils at the retail market in small quantities of a half dozen or 
so, and you will find your over-all requirements for that are 100 per 
month for all departments. 

Your purchasing man says, “Here, I can get a better price and a 
better delivery on these pencils if I can consolidate the whole com- 
pany’s requirements for pencils. And then I will let a bid to the 
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pencil manufacturer in the industry and say, ‘Here, I want 100 pencils 
a month’.” 

Mr. Sorssure. I think you are glossing over one of the real facts 
here. Still talking about aircraft, which I would like to not talk 
about, but we will still talk about it, I think Lockheed’s contract calls 
for them to put a seat in the pilot’s compartment. 

Mr. Myers. Yes. 

Mr. Soxtssure. They buy that seat from the seat manufacturer. I 
certainly can see where the Air Corps can buy replacement seats. 
They can go out and buy seats themselves, too. It still remains that 
Lockheed in their contract furnished a seat in the plane. 

I say that Lockheed should, in my estimation, furnish a handbook 
in the plan with the plane If the Air Corps wants to buy additional 
or replacement handbooks, O. K. 

Mr. Moutrer. I, for one, can’t agree with you. 

Mr. Myers. If that is a standard seat for all airplanes, we will fur- 
nish it to Lockheed as a Government standard item, or North Ameri- 
can. 

Your technical orders that go in that same cockpit—there is a pilot’s 
handbook and a crew chief’s manual right in the cockpit. Those are 
standard so far as the printing industry are concerned. They are 
standard to every airplane we buy. 

Again, as a Government-furnished item—— 

Mr. Mutrer. Are you letting these contracts on a bid basis or ne- 
gotiated bid basis ? 

Mr. Myers. Bid basis. 

Mr. Motrer. There is one reason I don’t agree with you, Mr. Sols- 
burg. If Lockheed or any other manufacturer of air Innes supplied 
these manuals, he could negotiate these contracts aad ive the work 
to many, as many as he could and for what he could. e assume he is 
going to try to keep it as low as possible. 

Here we have an opportunity given by the Air Force for the entire 
trade to come in and bid, one against the other, with the natural 
assumption that the Government is going to get the lowest price from 
a responsible source, and the whels industry will have an oppor- 
tunity 

Mr. Hennesere. It isn’t so up to date. They are allowing a maxi- 
mum production of $100,000 a year on that contract. The last time 
it was let there were less than $30,000, according to my report, in the 
first 5 or 6 months made available. It is now coming in and may 
approach $100,000. That is enough printing to keep one small plant 
busy fora year. There are millions of dollars of the work being done 
in the country —— 

Mr. McKryxnon. You are hit pretty hard right now, where the 
Government steps in and takes over the productive facilities of a 
company like Gilfillan, who has been producing for the commercial 
market. The printer satisfying that commercial printing for a firm 
like Gilfillan finds himself shut out of a job because the Government 
has come in and taken over the productive capacity for the military 
usage. In doing that it takes, or the printing orders have to go into 
a Government printing plant instead of into the private channels of 
private industry. 

Mr. Henneserc. A good example is the automobile industry. In 
1941, changing as it did, it almost put the Detroit printing business 
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out of business for almost 6 months, until they finally hit them with 
some work to do for the Government. 

Mr. McKinnon. I think, through the public law, the intent was for 
the Government, general Government business to be printed by the 
Government Printing Office. But if we are going to start a trend 
of where the Government is going to take over more and more of our 
civilian economy, we are going to end up by having the very thing we 
are fighting against. That is the dangerous part of this whole trend. 

I would take say if you take the charep that your particular books 
are made for, and if you send them to the printing office at Dayton, 
against what you can get them done for on the private market here 
in Los Angeles, you will find your Government Printing Office is 
going to cost you more than the competitive business in Los Angeles. 

I know in weeny ar while the Printing Office is a wonderful 
operation on certain kinds of operations, most any kind of Govern- 
ment operation, it isn’t quite as efficient as a competitive system, and 
you won’t get the prices, ordinarily speaking, as you get from private 
industry. 

Mr. Myers. That is true. 

Mr. McKinnon. I realize this is a high policy matter 

Mr. Muurer. Don’t we have to change the law ? 

Mr. McKinnon. That is policy. - 

Mr. Sorssurc. The contract se to be drawn up. And Lockheed 
has to turn the book over to the Air Corps; or does the law say when 
the Air Corps has the printing in their hands they then should deal 
with the Government Printing Office ? 

Mr. Mocrer. As I understand it, the law requires all this printin 
be done by Government-owned printing plants, up to the extent o 
ace? capacity. It is only the surplus that can be then let out to private 
industry. 

Mr. Boisiond, Pretty soon Lockheed would be nothing but an assem- 
bly plant. If the Government went out and got bids from Goodyear 
for tires and wheels and everything that went on the plane, pretty 
soon they would gi e all the material to Lockheed and say, “Go ahead 
and assemble it.” The only customer that Goodyear would have 
would be the Government pretty soon. 

That is the only customer we in Los Angeles have on this particular 
material, is the Government. Is that Minctintmakent or not? It 
seems to me it is. 

Mr. Mourrer. It still requires a change of the law. 

Mr. Henneserc. That is my basic point. 

Mr. McKinnon. The law is being broken. The law reads that all 
printing shall be re into a Government printing office. They are 
not able to put all the printing in the Government Printing Office. 

Mr. Henneserc. There are provisions—— 

Colonel Fickxirng. It provides for an exception. 

Mr. McKinnon. This isn’t the law ; this is merely a regulation. 

Mr. Myers. Yes. 

Mr. McKinnon. The law you read a moment ago says “all printing.’ 

Colonel Ficxurne. It is qualified. If there is an overflow or if it 1s 
beyond their capabilities, they can put it out through private printing. 

r. McKinnon. When that was passed, it wasn’t passed with the 
intent of treating more and more printing shops like we have been 
doing the last 10 years, 
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Mr. Murer. I agree with you. 

Mr. McKinnon. I don’t think you can blame these boys here. I 
think it is time for us to get busy in Congress and alter that law, 
to give a particular industry the right to stay in business. I can 
see easily enough in this that a lot of printing shops would be forced 
to close. 

Mr. Henneserc. If the Government doesn’t have enough facilities 
to do the work, they can legally put it outside. While they are putting 
it out, in that 2 or 3 months, they can go out and get two more presses 
and do it. 

The Joint Committee in Congress on Printing has done a wonderful 
job. It sometimes justifies its position as a Government agency 
working with the Government Printing Office. But we are sick of 
it—rather, I as an individual, and I am not speaking officially, but 
I am getting sick of the way the Government is going into business. 

Mr. Mutrer. I think I can talk for the committee and say we will 
take the matter up with the Committee on Printing and see what 
progress we can get along the lines you have indicated. 

Mr. Sotssure. Could we have the law that says Lockheed contracts 
can’t be written to allow—— 

Mr. Mutrer. May we have that citation of the law? 
oun Hennesere. I have section 3, title 44, of the United States 

e. 

Mr. Mutter. That is the section he referred to. 

Mr. Henneprerc. If you want this additional statement for the 
record 

Mr. Mutter. We will add that statement to the record. 

Mr. Henneserc. We have referred to it. 





TYPICAL SPECIFICATIONS COVERING HANDBOOKS ON AIR CorP PRIME CONTRACTS 


Bid No, 51-1378 and award No. IFB 33-088-51-1373, awarded to Richmond. 
—— oa East Eleventh Street, Los Angeles, Calif. The amount of award, 
76,130. 


BASIC HANDBOOKS 


(1) Operation and Service Instructions (final reproduction copy in accordance 
with specifications 41004A and amendment 1). 

(2) Parts Catalog (final reproduction copy in accordance with specification 
MILC 5477). 

Contract award No. 33-038-51-919, awarded to Sprague Engineering & Sales 
Co., 1144 East One Hundred and Thirty-fifth Street, Los Angeles, Calif. ‘The 
amount of award, $97,465. 


BASIC HANDBOOKS 


(1) Operation and Service Instructions (final reproduction copy in accordance 
with specifications 41307A). 

(2) Overhaul Instructions (final reproduction copy in accordance with speci 
fications 41308). 

(3) Parts Catalog (final reproduction copy in accordance with specifications 
MIL 5477). 


Mr. Mutter. De you have an extra copy of that regulation you can 
en in the record, provided the regulation is not restricted or classi- 
ed or confidential‘ If it is, we will not add it to the record. 
Colonel Ficxirne. It is all right. 
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AMC REGULATION } HEADQUARTERS, AIR MATERIEL COMMAND, 
No. 64 Wright-Patterson Air Force Base, February 4, 1949. 


REPRODUCTION AND PRINTING 
TIME ALLOWANCE FOR PRINTING AND BINDING 


1. Purpose.—The purpose of this regulation is to make possible fuller and more 
poneerense use of printing facilities under the jurisdiction of the Air Matériel 

mmand. 

2. Scope.—The provisions of this regulation apply to each AMC activity 
authorized to originate material to be printed. 

3. General.—All Government-owned and operated printing plants under the 
jurisdiction of the AMC are normally overloaded. Overloads are relieved by 
the use of commercial printing and binding services. Funds for the procurement 
of such services must be expended with the greatest economy, and it is, therefore, 
necessary to operate all AMC printing and binding facilities in a manner cal- 
culated to give the highest possible production. High production rates are not 
attainable when a large proportion of all printing and binding is on a “rush” 
basis. 

4. Responsibilities.—It is the responsibility of all originating offices to plan the 
preparation of publications sufficiently in advance of required completion date of 
the printed articles to allow for a minimum of 30 calendar days for printing and 
binding, exclusive of any time required for preparation of copy and finished art 
and typesetting services. A request for any publication to be printed and 
bound in fewer than 30 calendar days must be accompanied by a complete justi- 
fication of the expedited printing requirement for consideration of the publica- 
tions officer. 

5. Baceptions.—The following publications are exempted from the provisions 
of this regulation: 

(a) Joint Air Force and Army regulations and joint Air Force letters and 
Department of Army circulars. 

(ob) Air Force regulations, letters, bulletins, and general and special orders. 

(c) AMC regulations, organizational directives, letters, headquarters office 
instructions, notices, and general and special orders. 

(d) Air Force M. and S. directives. 

(e) Publications affecting safety in flight. 

(f) Publications affecting expenditure of funds. 

(9) Regularly recurring publications on which printing-production schedule 
agreements are reached by the printing facility and the originating office. 

By command of General McNARNEY: 

OFFICIAL: Bryan L. Davis, 
Colonel, USAF, Adjutant General. 
Bryan L. Davis, ‘ 
Colonel, USAF, Adjutant General. 


ae : 

Mr. Muurer. With the committee’s permission, we will place in the 
record the statement of Don L. Davis, who asks that this be placed 
in the record in lieu of his testifying. 

(The statement referred to is as follows :) 


STATEMENT oF Don L. DAvIs, CHAIRMAN, CoorRDINATING COUNCIL oF THE GADGET 
INDUSTRY 


Mr. Chairman and members of the House Committee on Small Business, first, 
may I am an American citizen and spokesman for the invention industry ex- 
press my deep personal and professional appreciation and gratitude for the 
courtesy extended us in this invitation to appear before your committee. To 
my knowledge this is the first time the invention industry officially has had an 
opportunity to have its views heard and recorded by a committee of Congress. 

I appear before you today in my official capacity as chairman of the Coordinat- 
ing Council of the Gadget Industry. The council is composed of the National 
Association of Inventors, Inc., a trade association of American inventors duly 
chartered as a nonprofit organization under the State laws of California; the 
National Gadget Manufacturers Association, a trade organization composed of 
manufacturers who make new products and registered and duly chartered as a 
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nonprofit corporation under the State laws of California ; the National Independ- 
ent Distributors Association, Inc., a nonprofit corporation chartered under the 
State laws of Illinois; the Gadget-of-the-Month Club, Inc., an international 
sampling organization for new products; and Consumers Testing League, a new 
produce research organization. These five organizations comprise the Coordinat- 
ing Council of the Gadget Industry. 

In my remarks I will refer to the industry at various times both as the in- 
vention industry and/or the gadget industry. Both names are used inter- 
changeably to refer to those millions of Americans engaged in the creation, 
discovery, development, and distribution of new products and/or gadgets. 

The invention industry defines a gadget as “any product which is a labor- 
saving device of any nature, kind, or description.” Webster’s dictionary defines 
a gadget as “anything new for which a name cannot be thought of at the mo- 
ment.” In the invention industry we contend and history has proved, that 
everything new is first a gadget; when hundreds of thousands of people use it, 
it becomes a standard staple; and when millions of people can no longer live 
without it, it becomes a necessity. The progress pattern, therefore, of any new 
idea of merit is, first a gadget, then a staple, and then a necessity. We of the 
gadget industry contend, and as its spokesman if sufficient time were allotted 
we could prove that the invention industry has mothered directly or indirectly 
every major industry in America today. And were it not for the invention 
industry, these United States, our country, would be a land of farmers. Our 
place in the world today, our position as a world power, is due directly, as we 
all, I am sure, must agree, to the ingenuity and industrialization of America, 
and we contend that this very great industrial development and almost limit- 
less power of production is due to industry of all nature, kind, and description 
which has been conceived and mothered by American ingenuity, created by 
American inventors, aided and abetted by those fellow Americans who have had 
and still do have the courage, the foresight, and the vision to pioneer new ideas 
and new methods. 

We of the invention industry contend that the only way for an average Amer- 
ican and for an American businessman to make any real money is in discovery, 
developmet, and distribution of new products and services. Under our system, 
and only under our system, thank God, a man with an idea can still become a 
millionaire overnight. 

We believe that it is elementary and fundamental to point out in passing 
that the giant American corporations today were small business yesterday, and 
the future and security of our country lies in the perpetuation of that funda- 
mental system, i. e., the encouragement of small business. We all know that 
it was the horseless carriage that gave us the automotive industry, the in- 
ventors that gave us the flying machine which mothered the aircraft industry, 
the iceless icebox which became electric refrigeration, radio, television, and 
countless other illustrations. 

We understand that the Congress defines small business as companies and 
organization employing 500 persons or less. We believe that if that is the popu- 
lar congressional conception and treatment, that the Congress must realize 
that the vast majority of small business in America today, and this is particularly 
true of the hundreds of thousands of persons engaged in or represented by the 
invention industry, employ an average of 10 or more people. Twenty-five or 
fifty would be a more realistic national average. Accordingly, the problems of 
a manufacturer employing 10 to 25 people are vastly different from those 
employing 100 to 500 people. 

From all available statistics and estimates compiled over a period of the 
last 5 years, it appears that the gadget industry as such is a half-billion-dollar 
industry. 

We do not think it necessary to prove to the committee that all Americans 
love gadgets, that gadgets are an American phenomenon, and that the very 
word “gadget” is as American as apple pie. There isn’t an American home 
whose confines do not house countless numbers of these labor-saving devices, 
some good, some bad, some indifferent. 

We think that it is significant to call to the committee’s attention the fact 
that although our indusry has done so much for our Nation, it has received so 
little attention, consideration, or even recognition as an industry whose activi- 
ties are so integrally woven into and a part of the national character and life- 
blood of America. 

One popular fallacy that we would like to correct in the minds of our fellow 
Americans is that when most people think of invention and development of new 
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products, invariably they visualize the universities’ and corporations’ labors 
and think only of scientists, engineers, and the like, working under corporation 
grants and benefactors’ endowments. I do not represent them. The organized 
gadget industry knows that they represent a very minute percentage of the activi- 
ties of our industry. When we refer to inventors, we mean the millions of 
average Americans in all walks of life who have an idea and who have got 
the guts to back that idea, often with all their resources. No long-haired in- 
ventors, no scatterbrains, but the average American citizen who creates an idea, 
this is what we mean when we refer to inventors and new products. We say, 
“Invention is inspired, not hired.” We define invention as “man’s rebellion 
against stupidity, against doing things the hard way.” We contend that no 
man or woman can do a job day after day for a number of years without coming 
up with an individual trick, invention, gadget, or gimmick to do that job quicker 
and better, faster and cheaper. When that happens, we have invention, and 
the approximately 3 million patents already issued by the United States Patent 
Office only represent a small percentage of the millions of ideas, many of them 
excellent, which have for one of a hundred reasons never had a final patent 
granted. It is from these sources and from simple American citizens that have 
come the greatest ideas which have helped make America great. For every 
Alexander Bell, every Fulton, every Kettering, every Orville Wright who has 
received recognition, we know that there are thousands with equally great 
inventions, and for various reasons too detailed to discuss they haven't been 
heard from or recognized. 

In peace, as in war, citizen lay inventors have made solid and substantial 
contributions to the national welfare, progress, and security. Proof of that is 
attested by the fact that a National Inventors Council was established by a 
Presidential directive. 

It may be curiously significant to the committee that the headquarters of the 
Coordinating Council of the Gadget Industry and other component members are 
located in California. For the record, I wish to point out this fact, that 
34 percent of all the patents issued by the United States Patent Office have been 
issued to residents of California. The explanation of that fact is that the 
invention industry has discovered that where there is a high rate of retired 
people in the area, there happens to be a correspondingly high ratio of invention. 
It appears that it takes a man almost a lifetime of experience and observation 
to be able to make things, better, quicker, faster, and cheaper. 

So much, gentlemen, for background of the invention industry. I hope I have 
established it in your minds, and now we come to the crux of the problem. 

The President has declared an emergency. The National Production Author- 
ity has issued regulations, restriction orders, and directives. Steel, copper, 
aluminum, rubber, plating, nickel, chrome are all on the restricted or banned 
list. We find that the industry today faces virtual extinction unless we obtain 
relief. Imagine, if you will, a man with an idea. He gets a patent. He goes 
to a number of manufacturers and for any of a number of reasons cannot get 
the item manufactured. However, he is a man of good judgment, a sound 
businessman. Maybe he has worked for someone for years, maybe he has retired. 
He feels his idea is sound. He takes his life savings, or he organizes a company 
and gets two or three partners or a dozen people interested. Investment may 
run from as little as two thousand to as high as seventy-five or one hundred 
thousand dollars. He begins to manufacture. Sometimes he does very well at 
first; sometimes it is a question of building slowly. Maybe he does the whole 
production job himself; maybe he has it subcontracted. And then comes the 
emergency. His subcontractors say they will do all they can for him and they 
give him only a few parts, or maybe they turn him down because they think they 
will get some defense orders, or maybe they are grateful to him because he has 
been a good customer, but they can’t help him very much because their supply of 
steel or aluminum is drastically reduced. 

What’s this American to do? He has worked hard for the last 4 or 5 years to 
build his business. It has cost him thousands of dollars to break into the retail 
market. He has spent money on advertising and promotion, or sales efforts, and 
all of a sudden he finds himself with little or no materials and he is stuck right 
halfway in the middle. Maybe the company has made money, but not enough 
money to amortize its tooling, its plates, its jigs, and its dies. Maybe they have 
just begun to show a profit. 

What are they supposed to do? Close down and go to work ina item work? 
Or are they supposed to close up and, like an Arab, fold their tent and steal away’? 
They have made money. They have paid their taxes. They have a set-up that 
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has cost countless thousands, to say nothing of the blood, sweat, and tears that 
have gone into this business. 

If I were talking about only one company or one individual or even 10 or 100, 
that would be a different story, but I am talking about thousands from coast to 
coast to whom these directives from Washington on drastic curtailments mean 
the end of everything just as though they were living in Russia or Argentina or 
some other dictator country. What are these people going to do? 

Gentlemen, they represent a real and very serious problem that I am sure 
and I know that our Representatives in Congress have too long overlooked. These 
people are too big and too many to be ignored, and yet apparently they are too 
small to be converted to defense activities, or at least that seems to be the 
impression they have received. 

Every time a small group of Americans band themselves together to manufac- 
ture or sell a new item, and they go broke because of circumstances beyond 
their control, the personal loss and the individual loss is heartbreaking, but 
from where we stand we believe that the loss to the Nation is stunning and stag- 
gering because these little men, these little people are the very backbone and the 
sinews of America. They are the living manifestations of free enterprise. It is 
from these people that tomorrow will come the General Motors and the General 
Flectric and the other giants of industry. These giants of industry have helped 
make America great by their industrial production, by their employment to follow- 
citizens, by their tremendous tax payments. It is from these little people and 
these little corporations that come the additional pillars which keep this country 
great. Ignore them, break them, push them aside, and you have broken and 
forgotten and betrayed and repudiated every principle of American free enter- 
prise! 

Don’t you gentlemen realize that Henry Ford was just a little guy not many 
years ago, and there are a great many counterparts of Henry Ford here in our 
industry? As long as an American with an idea still thinks that he can become 
a millionaire, that’s so long as free enterprise will have a deep-rooted, real and 
personal meaning to every American working man and woman. 

In my humble opinion, that is the only American antidote for communism, 
because history has proved that the only time communism flourishes is when 
people are wage slaves and every hope for personal profit and personal progress 
has been dashed and is futile. 

Those manufacturers who are larger and who have some equipment, and who 
are in the position to convert to do some defense work are being beat down by 
the discouraging delays, the endless red tape. Not only that, but the larger 
organizations keep raiding our manufacturers’ staffs by offering higher wages 
and more inducements. 

Being little people, we have no lobbies in Washington. We have no “ins” with 
the big boys, and we are too small for even the 5-percenters to be interested in us. 

Gentlemen, little people can be kicked around just so much. We can stomach 
just so much. Our patience can last just so much. And then we get mad. That 
time has now come for the invention industry, and my appearance before this 
committee today is proof positive that the time has come to quit “beefing” and 
try to get some consideration for our cause. All of us in our industry have 
worked too long and too hard and we've got too much at stake to be put out of 
business with the stroke of a pen. We give no quarter, nor ask any quarter on 
our patriotism, but we just aren’t going to sit still and see ourselves put out of 
business for the duration when nobody can tell us or seems to know how long 
that duration is going to be. If we've got to have a lobby in Washington, we'll 
get one. If we've got to do the things the way the big boys do it, we'll do it. 
True, we'll be fighting with pennies and not with dollars, but it is a question 
now, gentlemen, of survival. It is bread and butter we want, not cake—just plain 
bread and butter—and I think you will agree that we’ve got a right to bread 
and butter. 

Now what do we prepose? What’s the answer? What can you gentlemen 
do for us? Anything you do will be appreciated, but specifically we base our 
hopes upon this one major consideration. Allocate a percentage of materials 
earmarked exclusively for the development and manufacture on pilot-plant basis 
for new products. Let us have 10, 25, any percentage so that short of shooting 
war and an all-out state of emergency, the development and manufacture of new 
products can continue. Don’t let our tools and dies and jigs rust. Let us have 
just enough material to keep going so, when the crisis is over and peace comes 
again, the little man can still be there. 

We're not asking for any subsidies ; we’re not asking for any hand-outs; we're 
not asking for any grants; we're not asking for anything for nothing. Only for 
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the right and the opportunity to make a living and to pay taxes so we can help 
in our own way. 

Let’s not make American citizens displaced persons in their own country. 
Tomorrow always comes. Tomorrow always will come, and it is for tomorrow 
that we all work and sacrifice. 

Gentlemen, if you could see the blueprints and the ideas that I have seen and 
that I see every day of my life, you would understand why we of the invention 
industry are making this plea for survival. 

Our industry knows that while yesterday has been glorious and rich, tomorrow 
is even greater. We have no ceilings, and we have many frontier to pioneer. 
We want the opportunity, and the promise, and the tools to make a reality of 
the tomorrow that every American looks for, works for, fights for, and is willing 
to die for. Our industry is a real manifestation of free enterprise and our 
Nation's best barrier against communism. 

The invention industry asks that the Congress of the United States give 
serious consideration to our plight, and to enact such legislation or effect such 
remedial measures immediately so as to give the invention industry the oppor- 
tunity to work for, serve, and help build a better America. 

Thank you. 


_ Mr. Murer. We will also similarly treat the statement, if there 
is no objection, of Mr. D. D. Barricklow, on behalf of the G-B Corp., 
who as this statement dated April 5, 1951, in lieu of testifying 
personally. ° 


STATEMENT or D. D. BarrickLow, Vice Presipent, G-B Corp., LyNwoop, CALir. 


We indeed welcome an opportunity to voice our problems to someone we feel 
will help us. 

We are a corporation, incorporated under the laws of California, and engaged 
in the manufacture and distribution of Sta-Clean products. 

These products have been tested and approved in Washington and are catalog 
items with General Service Administration, Bureau of Federal Supply. 

We have been led to believe that the Federal Government, the armed services 
and all procuring agencies of the Government are trying to place as much busi- 
ness with small concerns as is practical. We as a small business are indeed 
grateful for this attitude, but when we attempt to do business we find some 
problems that we feel could be eliminated which would aid both the manufacturer 
and the various branches of the services. 

When sending our salesmen to the various branches of the service, we find 
that each branch has a different method of procuring and in many cases are 
not totally familiar with the proper procedure to purchase from General Service. 

Some departments are not permitted to purchase because the item is not 
approved by some centralized depot in the Midwest or East. 

Therefore we feel that if all procuring agencies could have the same procedure 
and the procedure could be shortened, it would result in a considerable saving 
in time and money to both seller and buyer. We find it very difficult to find 
any agency that can give assurance of the proper place or procedure to get items 
approved for specific uses. 

In regard to price control, we are not permitted to sell in excess of the highest 
price charged in December 1950. Yet American Can Co., from whom we purchase 
our cans, was permitted a 12-percent increase as of January 1951. 

Coconut oil, one of the principal ingredients of our product, has steadily risen 
in price from 21 cents per pound 1 year ago to the present price of 29 cents per 
pound. As yet no ceiling price has been placed on it. 

We are not permitted to stockpile, yet we are required to buy some ingredients 
and cartons from 3 to 6 months in advance. However, we are aware of the tre- 
mendous undertaking of controls and realize that there are unavoidable dis- 
crepancies. We sincerely want to keep prices from raising but we feel that prices 
should be controlled on all ingredients that go into a controlled product. 

We appreciate doing business with the various services and departments and 
are trying to expand this business as much as possible. We also enjoy the very 
favorable remarks as to the quality of our products from all the departments we 
have served. : 

Thank you again fer the opportunity to present our problems. 
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STATEMENTS OF JEROME POSNER, LOS ANGELES, CALIF., AMALGA- 
MATED CLOTHING WORKERS OF AMERICA; WILLIAM KENT, 
EXECUTIVE DIRECTOR, CALIFORNIA FASHION CREATORS, LOS 
ANGELES, CALIF. ; AND RICHARD MALONEY, LOS ANGELES, CALIF., 
MEN’S APPAREL GUILD IN CALIFORNIA 


Mr. Posner. Well, I am representing the people that work for the 
small-business man, and our only concern is that of their losing their 
jobs, and they are not working. 

Some of the people need jobs very urgently, some Government con- 
tracts. We know that contracts are given out, but I think it is the 
way it is set up that is not doing the cost any good, because they have 
one agency set up at 111 Sixteenth Street, New York, and the only 
way a manufacturer can—has a chance to get work there is to go to 
New York and stay there possibly for weeks, and then not be sure 
of getting it. 

It is very few that can afford to spend the time and money to go 
out and get some work there in New York. I know several of them. 
and I am not talking about Los Angeles only. We represent people 
all over the State. They have gone several times and nothing hap- 
pened yet. 

I have the gentlemen with me representing the industry and I think 
they can explain to you more of the details. The only interest I have 
is that our people are entitled to get some work. California belongs 
to the United States. We are taxpayers and we don’t want special 
favors, but we want to get a small share that could keep our people 
—— 

Mr. Mutrer. Mr. Posner, on behalf of the committee, we have 
already stated many times that we are interested in keeping small 
business in business and operating, not only for the benefit of the 
owners of the small businesses but also so that those who are skilled 
and can render a service as employees can be employed. 

It is just as important that we keep them all working as anything 
else. and we are trying to do that. 

I would like you to know that Commander Loomis, representing 
the Navy, yesterday placed in the record some figures indicating that 
some 76 percent of all the contracts let through his procurement office 
in this district has gone to small business. 

Now, I think we have some other figures that will be added to the 
record before the day is over on behalf of the Air Force, indicating 
they too are cooperating to the fullest extent, to say that wherever 
possible small business is being used, and that they will get as many 
contracts as they can possibly handle. 

Now, with that preliminary statement, may we now hear the next 
withess. 

Mr. Posner. Just one remark that I want to make. I don’t know 
of any contract that was given out in the men’s apparel. I am talk- 
ing about the men’s apparel at this present time. 

Mr. Mutrer. Possibly we can get some information on that. 

Colonel Phillips, do you know anything about how the clothing is 
being handled ¢ 

Colonel Puitures. Yes. Practically all of it has been handled on 
advertised bids, up to the present time. In the last 2 months I would 
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say there have been a tremendous number of contracts awarded for 
jackets and trousers by the quartermaster at New York. 

All clothing for the Army and Air Force, regular uniform clothing, 
is purehased by the New York quartermaster ing office. 

There has bee as I say, a tremendous number of awards made, 
and I believe the rtment of Commerce have listed those, 
sometimes, three ond tous at atime. As I remember checking 
them, they have been divided throughout the United States. I will be 
glad to look that up, upstairs, if you would like me to, and give the 
exact figures. 

Mr. nl I think we would like to have that. Mr. Posner’s 
problem is that there is not enough of that clothing procurement 
—_—an this area. 

Mr. Posner. Right. 

Mr. Murer. As a New Yorker, I would like to see New York get 
as much business as possible, but it is our job to see that the men get 
their fair share of the business. 

We would like to see the matter facilitated, so they can get some of 
the contracts to keep their factories going. 

Mr. McKrnnon. Mr. Posner, do you know if any contracts have 
been let out here? 

Mr. Posner. No. 

Mr. McKinnon. Not a single one? 

Mr. Posner. No. 

Mr. Murer. No contract has been let to anybody in this area? 

Mr. Kenr. I know of none. 

Mr. Mavoney. I know of none. 

Mr. McKinnon. Any bids? 

Mr. Posner. Bids; yes. 

Mr. McKinnon. Have they followed up on the bid as to why they 
couldn’t give it to you? 

L- Posner. Yes. I have one man in San Diego who went to New 
ork—— 

Mr. McKinnon. Mr. Levy? 

Mr. Posner. No; Goodman from Goodman & Newman. Nothin 
happened. Since then they gave in three bids, changed their bids, an 
nothing happened. 

I don’t know of any plant, of any one single garment that was 
ne to any of our plants. I am not talking about the union plants 
only. 

Mr. McKinnon. While the bid may be high, from the standpoint 
of the west coast, a lot of merchandise is shipped from the East out 
here and then shipped to the Orient. 

Mr. Posner. Yes, 

Mr. McKinnon. If a man is a little high here, it could be made up 
in saving to the Government in the added freight from the East. 

Mr. Posner. Definitely. We can’t compete with the South, though, 
in labor costs. But we are willing to cooperate in any way we can 
on price. 

Mr. McKinnon. You don’t know whether this allowance on ship- 
ments—— 

Mr. Posner. It will definitely make up in time. As I know, most 
of the stuff shipped in from the East here is shipped on from the 
west coast. It may cost a little bit more here, I don’t know. It may 
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cost a little more, but the freight and the time saved would make up 
for the higher rate. 

Mr. McKrynon. Colonel Phillips, do you think in the next few 
days, after you get back to Washington, you could get a report and 
es ape on this and find out the answer to this, and let me 

now 

Colonel Pumuirs. Yes. I would like to say, so far as the shippi 
charges are concerned, if the delivery point is the west coast, it woul 
work as an advantage to the gentleman, because all shipping charges 
are included in the cost in the prime contract, and would definitely 
work to his advantage, rather than disadvantage. 

Mr. McKinnon. A lot of the bids being placed are for transship- 
ment to the Orient? 

Colonel Puss. Yes. And if the delivery is to be made on the 
west coast, that is taken into consideration on the evaluation of all 
bids. 

Mr. Murer. You are not competing disadvantageously with those 
in New York. You are on at least an equal competitive basis. 

Mr. Posner. Then there is more reason we should get it. 

Mr. Mutrer. Provided your price is low. 

Mr. Posner. We could make the price—— 

Mr. Mutrer. Excluding the freight facilities that would bring 
your price up, you should be in a position to bid fairly against them 
and, of course, if your prices are higher than their prices you are 
not going to get the business. ! 

Mr. Posner. No. But let me ask you, Congressman: Can you put 
it in the same competitive position with the South? Most of them are 
not organized and are working for the minimum, which is the maxi- 
mum. In other words, all the work might go to the South, because 
we can’t compete with the South. Our earnings must be higher, the 
cost of living is higher. 

Mr. Mutter. No;I think not. That may require some attention, so 
far as the procurement regulations are concerned. 

I am not familiar with that situation. Is there anyone who is 
familiar with that situation, the competitive situation between the 
North and West and South ? 

Colonel Putiiirs. The South has the advantage a little bit. 

Mr. Muurer. Is there anything in the regulations so as to see that 
the South doesn’t get too much of that business ? 

Colonel Putiiips. Not on competitive bidding. 

Mr. McKinnon. Isn’t there something in Government law, how- 
ever, that provides that the worker on this Government-contract work 
shall be paid a regular wage, set by-—— 

Mr. Posner. I think their minimum is 85 cents. 

Commander Loomis. Eighty-five cents for textile workers. 

Mr. Posner. In the South they make the minimum the maximum.. 
Our people can’t live on that here. 

Colonel Puittirs. Eighty-five cents, 

Mr. Posner. On Government contracts it is 85 cents. 

Mr. Mutter. The provision for paying the prevailing wage scale 
doesn’t apply, because the prevailing wage scale there is 85 cents. 

Mr. Posner. Yes. They are not chiseling, either. 

Mr. Kent. As I understand it, this committee’s purpose is to aid 
small business, to see that small business gets its fair share. 
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Mr. Mourer. That is right. 

Mr. Kenr. I would like to point out that there are over 2,000 man- 
facturers of apparel in the State, and we represent nearly 400 of them 
in our association. 

This industry is characteristically composed of small business. 

This vast total volume that makes us the second lar apparel 
industry in the country today is done by hundreds of small operators, 
fellows with small plants that do a volume of maybe $100,000 or 
$200,000 or $300,000 a year. 

To these people it is particularly important, I believe, because of 
their labor problem, that they get their share of this type of work. 
Otherwise, they are in great danger of losing their labor, and that will 
put them out of business. There won’t be any small business in this 
mdustry if that happens. 

I think that needs consideration. I was in New York recently and 
I had an interview with Colonel McKinsey, whom you may know. 
He does most of the purchasing for the Army, or it is under his juris- 
diction. All that I came away with from this interview was a lot 
of forms which I am supposed to tell my members that they can fill out 
and send to Washington, to get on some kind of a list and go through 
an enormous amount of red tape, by which time the emergency will 
probably be over. 

But I made the recommendation to Colonel McKinsey—in fact, 
I asked him first if the Quartermaster had any representative in the 
West. I was informed that, no; it did not; and that it had no plans 
for having a deputy or an area established on the coast. 

Mr. Mourer. That is with reference to the clothing? 

Mr. Kent. With reference to the Quartermaster, as to apparel. He 
did, however, seem to think that might be a good idea, because of the 
fact that the Army re ies of decentralization. In other words, 
they don’t want to put all their eggs in one basket. 

n the other hand, that is exactly what they are doing. 

We have been asked if we know of any of our manufacturers in this 
market getting Government contracts. I couldn’t tell you of a one. 

Mr. Mutrer. To what extent is the South getting any of these 
apparel contracts? 

r. Kent. I don’t know. I was in Dallas, and I know many of 
the factories down there have completely turned their factories over 
to making trousers. 

Mr. Moutrer. You think the establishment of a local apparel pro- 
curement office of the Quartermaster on the coast might help? 

Mr. Kenr. Definitely. 

Mr. Mavonry. Definitely. 

Mr. Murer. Won't you run into the same difficulty about being 
unable to compete on ot oh 

Mr. Kenr. I don’t believe so. I think the manufacturers are per- 
fectly willing to compete on price, and will compete on price here, if 
they know what is involved. 

Mr. Posner. As a matter of fact, there are people who would co- 
operate if they have to make a little less on Government work, in order 
to keep them pf 

As a matter of fact, I had a call yesterday from San Diego. This 
man had to give in on a pair of slacks about 25 cents, in order for him— 
you know, most manufacturers want to get the orders, not to make 
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money, but to fill in with the work they have. People will earn a liv- 
ing and they will be able to keep their help. 

e asked me yesterday tether the people are not going to—he had 
to go down 5 to7 percent on the pants, in order for him to get a bid in. 
He already had two or three bids in. 

So far as the people are concerned, we know there is a war and we 
know the Government is spending—it is our money. The main thing 
we are interested in—it is like Mr. Kent said—is to hold the people on. 
Most of the manufacturers are willing to pay the cost, the overhead, in 
order to get work to fill in, to keep the people on, regularly working. 

Mr. Mutrer. I think we understand your problem. We will see if 
we can’t do something to help you get a procurement office established 
here, because, apparently, that is one way of helping you solve your 
problem. 

Mr. McKinnon. You think one of the reasons you are having difli- 
culty is because your manufacturers here don’t know what the bids 
mean, they are confused as to what the details of the specifications are ? 

Mr. Kenr. It is possible that is part of it. I think there is the prin- 
cipal difficulty again of the fact that it is all done at 111 East Sixteenth 
Street, New York, which is 3,265 miles from here. 

Mr. McKinnon. You fellows are here today representing the 
workers in the factories—— 

Mr. Kent. I represent the manufacturers. 

Mr. Murer. You represent the association ¢ 

Mr. Kenr. Association of Manufacturers. 

Mr. Posner represents the workers. 

Mr. Mavoney. And I represent the men’s part of the entire indus- 
try. 

Mr. Mutter. Of the manufacturers? 

‘ Mr. Mavoney. Of California, men’s apparel manufacturers of Cali- 
ornia. 

Mr. McKinnon. How many of your employers have gone aggres- 
sively after this work, do you suppose ? 

Mr. Kent. I am sure that many of them have. I think more would 
if they knew how to go about it, let’s put it that way, and if anything 
would be done about it if they did. 

I think there is a amount of futility involved. They feel that 
they have to go to New York and sit on the doorstep of 111 East Six- 
teenth Street, and they can’t afford it. 

Mr. Mouurer. That isn’t quite so. 

Mr. Kent. Mr. Newman wrote me that he had written four or five 
procurement offices, the Navy, Army, Air Corps, and got appoint- 
ments, one at Philadelphia and another one in New York. Each one 
of the procurement offices was most cooperative, but Mr. Newman 
never came back with anything. 

Mr. Posner. They accepted him very nice, but the orders he didn’t 
get. They treated him very nice. 

Mr. McKinnon. There is an office up in San Francisco, in the 
Quartermaster Division. 

Mr. Maroney. They know this market. They have surveyed this 
market for an all-out defense effort. They spent hundreds of dollars 
doing it. But the minute you go in the procurement office you have to 
go through New York. These people know all about it. We had 
meeting after meeting about how these fellows should get all planned, 
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if they were needed, these millions and millions of trousers, and one 
thing and another, that we would be ipped to do it. 

Now, I don’t know what happened to all that. They have given 
contracts out. 

Mr. Kent. Pilot contracts, a token order to a manufacturer. 

Mr. Mutter. Before we proceed, Mr. McCormick would like to 
make a statement at this point which I think we will all be interested 
in. 

Mr. McCormick. Mr. Chairman and gentlemen, I speak for the 
Office of Price Stabilization in Washington. 

As you gentlemen very well know, in past emergency regulations, 
similar to the price regulations, your cost differential was considered. 

The iar manufacturing regulations are now being formulated. 
If you will reflect that differential through your industry committees 
here, now is the time to really make it clear. We consider them, I 
am sure. 

Mr. Murer. One other comment. First, I want to place in the 
record at this time the figures which have been supplied to us by the 
Air Force procurement office of this area, which shows that that office 
has let to small business in this area from July 1, 1950, to March 31, 
1951, over $5,000,000 worth of business, to 213 small-business men 
in this area. 

Mr. Posner. Not in apparel? 

Mr. Moutrer. No; not apparel. 

Mr. Posner. I was scared. 

Mr. Muurer. I want you to know, to understand, that ties in with 
the statement I made earlier as to the effort of the procurement agen- 
cies that are here to help small business. 

(The above referred-to summary is in the following words and 
figures :) ; 


Awards made to Los Angeles bidders who submitted bids responsive to invita- 
tions for bids as posted in WAPD bid room, July 1, 1950-—Mar. $1, 1951 





1. Total number of individual awards made to Los Angeles 
PUREST eae she eee ts eh ee OD | BE Oe ete TS 213 
2. Total money value of foregoing awards_._..........-__-__ $5, 173, 324. 55 
O..!lCU.Ll CUCU, a ee $24, 287. 90 
4. Total number of persons all over the country submitting bids 
San nee I Se CI elk enter cents esa dae deanna 2, 814 
5. Average number of persons per bid_.._.-._.__.__-_---_-__- 13 
6. Total number of persons residing in Los Angeles who sub- 
mitted bids on the above 213 awards__.____..____-______- 853 
7. Average number of Los Angeles residents per bid_..________ 4 
8. Total number of employees in plants to whom awards were 
hate Oey dF es rh ae SS OE Ee 4, 274 
9. Average number of persons employed per plant__._________ 20 
10. Total number of persons visiting the WAPD bid room for 
the period July 1, 1950—Mar. 31, 1951__.............--__- 8,311 
11. Average attendance per month___..___--.--_______-__._.__- 923 
12. Average attenGaRes. POP GIP k angen cdsdsadudaduaeswececus 44 
13. Total number of awards made by Wright-Patterson for the 
United States during period July 1, 1950—-Mar. 81, 1951___ 1, 461 
14. Ratio, percentagewise, of Los Angeles awards (213) to total 
awards for United States (1,461)__...__- caiely 14 


’ Each business employed less than 500 persons. 

Mr. Mourer. There is one other suggestion I have, and that is this: 
That you don’t ignore the suggestions made in New York to qualify 
your businessmen here, your employers, by filing the necessary docu- 
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i It is a condition precedent to their getting on the bidders’ 
ist. 

Let the know there who these people are, so they can be at least 
invited. They don’t have to go to New York to submit the bids. If 
you men get together and designate one individual to acquaint him- 
self with the specifications and the regulations and help them get 
their bids in, I think it will help you get some jobs or contracts here 
without sending anyone on to New York for it. 

We, of course, will continue through as indicated. 

Commander Hanson. Mr. Chairman. 

Mr. Motrer. Yes. 

Commander Hanson. My name is C. A. Hanson. I represent the 
—— office of the Yards and Docks supply office at Port 

ueneme. 

Mr. Mutrer. You wish to make a statement? 

Commander Hanson. Yes. I want to say that 62 percent of our 
contracts in the past 9 months have been let through small business ; 
38 percent to large business. I want to get that statistical data in 
the record. 

Mr. Mouurer. Did the audience hear what the Navy has been doing 
in this area? They have let 62 percent of all procurement awards 
in this area to small business. 

Commander Hanson. That is from our office at Port Hueneme. 

Commander Loomis’ figures are here from Los Angeles. 

Mr. Mutrer. We have given you the figures from the Air Force and 
the Navy from this area. We will have Army Ordnance this after- 
noon. 

Mr. Weser. I have the figures on the Corps of Engineers. I am 
Mr. Weber, of the Corps of Engineers. 

In the past 15 months 68 percent of the purchases made by our dis- 
trict have been to small business, and 32 percent to large business. 

Mr. Mutter. Thank you, sir. 

So you see that Government is trying to cooperate with you, and if 
you will only get acquainted with what must be done you will find 
these men are there to serve you, as they serve our Government at the 
same time, and our Government is just all of you together. 

The committee today will recess at 12 noon and resume again at 2 
o'clock. We are doing that to make sure that all the committee mem- 
bers can get back here and that you can get back here at that time, too. 

Now, I think there is a gentleman who had a problem here yester- 
a. I think it was the Mission Electric Co. Is he here? 

r. McReyrno.ps. Yes. 

Mr. Mutrer. This gentleman presented a problem to us yesterday, 
and I think we have the answer. It may not be entirely satisfactory, 
but I am sure it is an answer. 

Mr. English, inspector of Navy matériel. You are familiar with 
this gentleman’s problem ? 

Mr. Eneuisu. Yes; I am. 

Mr. Murer. Give us the answer. 

Mr. Enouisu. My name is J. E. English. I am inspector af Navy 
materials office of Los Angeles. 

I haven’t a definite answer. I have talked with Washington a few 
minutes age, and Commander Peterson tells me that the application 
is presently in the Comptroller’s office of the Navy Department and 


86267—-51—pt. 1-66 
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that the Navy Department has definitely decided to sponsor the loan, 
but that the exact amount dollarwise that will be considered on it as 
yet is undecided. 

That seems to be about all there is to it at the moment. I think that 
the impression is favorable. I know they are very much concerned 
about it, and they are doing everything pone to put it through. 

There was some question, I believe, about whether or not it would 
be jointly sponsored by Air Force and Navy. I think that has been 
ruled out, so that now the Navy will take it over. 

Mr. Mutrer. All right. I hope that will solve your problem. 

Mr. McReyno tps. I think it will go a long way. I appreciate the 
ag of the committee and everybody involved on that. 

Mr. Mutter. Thank you both. 

Mr. Oddie, of the Bank of America, has a survey he wishes to pre- 
sent. 

Mr. Ovpie. My name is Richard M. Oddie, small business advisory 
service, Bank of America. I have this chart I would like to present 
for the record. 

Mr. Mu rer. It will be incorporated in the record at this point. 

(The above-mentioned chart is in the following words and figures :) 


California manufacturers by number of employees 


























Los Angeles | San Francisco- San Diego 
Employees California metropolitan | Oakland met- Count 

area ropolitan area y 
Percent Percent| Percent Percent 
EMSS Rae ts ESE 12, 657 7L.7 7,049 72.1 2, 520 68.6 338 80.6 
Sia eS 21.6 2, 142 21.9 | S47 23.0 i 12.8 
RIP Sy RE aA tf 1, 008 5.7 500 5.1 258 7.0 20 4.7 
ee civccicsidcéeue< — 163 9 80 8 | 46 1.2 7 1.6 
Ott shaw. sie 17, 648 | 0.9 9, 71 0.9 3,671} 99.8) 419) 9.7 

















Source: Census of Manufactures: 1947, U. 8S. Department of Commerce, Bureau of the Census, table 9 
p. 20. 


Mr. Mutrer. Mr. Gossard. 


STATEMENT OF W. T. GOSSARD, THYCO ELECTRIC CO., 
ALHAMBRA, CALIF. 


Mr. Murer. You may proceed, sir. 

Mr. Gossarp. I have been registered in Dayton, Wright Field. I 
filled out the proper forms and I was supposed to get copies of ee 
and to date I have never received one. One company here hes receiv 
sppramenntans $3,000,000 worth of business. There are at least two 
bids down at the Mode O° Day Buildings in the Army Air Ordnance, 
I think it is, where two only had a chance to bid on it, in the entire 
United States. 

Mr. Mutrer. It isa product you can manufacture? 

Mr. Gossarp. Yes. 

Mr. Mutter. What item is it? 

Mr. Gossarp. Plugs and cords. 

Mr. Mutrer. That is what you manufacture? 

Mr. Gossarp. Yes. ‘ 

Mr. Mutter. How long has your company been in business ? 

Mr. Gossarp. Five years; since after the last war. 
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Mr. Murer. You have never been invited to bid ¢ 

Mr. Gossarp. Never had a chance to bid of any description. 

Mr. McKinnon. When did you request to be put on the list? 

Mr. Gossarp. About 6 months ago. In fact, the Chamber of Com- 
merce of Los Angeles went back and had given Dayton Field, I think, 
five different electrical manufacturers out here on the coast. Mine 
her supposed to be one of them. We weren’t in a position to accept 

ids. 

Mr. Mutrer. In addition to that, you yourself did file with the Air 
Force at Dayton, Ohio, the necessary information about your com- 
pany, indicating what you could do? 

Mr. Gossarp. Yes. 

Mr. Muurer. You are financially responsible, and the like ¢ 

Mr. Gossarp. Yes. I am also registered down here through the 
Mode O’ Day Building with the Army Ordnance or Air Force. 

Mr. McKinnon. Have they surveyed your plant at all ? 

Mr. Gossarp. They never have. 

Mr. McKinnon. They have never been around at all ? 

Mr. Gossarp. No. 

Mr. McKinnon. You don’t know whether you are on the list or not ? 

Mr. Gossarp. I went down—— 

Mr. McKinnon. You merely requested to be put on ? 

Mr. Gossarp. I went down to check, to see if we were on the list. 
They went through the forms and properly made out at this end 

Mr. Moutrer. T hey never told you they were not properly made 
out f 

Mr. Gossarp. No. I don’t know about Dayton. I should have had, 
months and months ago, bids sent to me. Why should there be onl 
you might say, one or two organizations in Los Angeles that receive all 
the bids? 

Mr. Murer. I want to know the answer, too. I am sure this com- 
mittee does, too. 

Commander Loomis. What is the name of this man’s concern ? 

Mr. Muurer. Thyco Electric Products Co. 

Commander Loomis. What kind of plugs do you make? 

Mr. Gossarp. We have facilities to make any type of plugs. But 
we have our own patented items. Cords or a plug, or a plug with a 
cord. 

Commander Loomis. You are talking about an extension cord 
now ¢ 

Mr. Gossarp. Yes. The wire situation out here, it is nil, I think. 
Why has it all been tied up out here? 

Mr. Mutrer. Do you mean as to supplying you with materials? 

Mr. Gossarp. Well, that, and then, too, eet out about 3 months 
ago and asked them for some of their business, you know, and they 
had enough wire out there, I believe, to last this State for the dura- 
tion of the war. 

I asked them how many birthdays it had been out there. He said, 
“Five or six.” 

I said, “What are you going to do, throw it in the ocean after the 
war is over?” 

And he said, “Possibly so.” 

Mr. Mourer. What is the name of that company ¢ 

Mr. Gossarp. Hueneme; our Navy. 
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Mr. McKinnon. The Bureau of Yards and Docks, 

Mr. Hitt. The committee might go out and take a look at that and 
redistribute it. 

Mr. McKinnon. We would like to. 

Mr. Gossarp. I would like to have it. 

Commander Hanson. May I extend an invitation for you to visit us 
at Port Hueneme. We hoped you would have time. 

Mr. Mutrer. Are you in a position, Commander, to tell us whether 
or not your stockpile is much more than you need ? 

Commander Hanson. No. I am a procurement officer. I have 
very little to do with that. It does seem enormous to the uninitiated, 
that don’t know the requirements. 

I am not prepared to justify it or talk about it at all. 

Mr. McK non. Do you know whether this company is listed with 
you? 
~ Commander Hanson. I don’t know. I am reasonably certain they 
are. 

Have you ever had occasion to visit at the purchasing office in Port 
Hueneme? 

Mr. Gossarp. I have been out there. 

Commander Hanson. Have you visited us at the purchasing office? 

Mr. Gossarp. Yes. 

Commander Hanson, I don’t recall having met you myself. 

Mr. Gossarp. I believe it was Commander Johnson. 

Commander Hanson. He is not in our organization. Commander 
Johnson was the public-works officer around the base somewhere. 

Mr. Gossarp. rehasing department. 

Mr. McKorxywon. Colonel Phillips, will you please see that this 
gentleman gets a list of different companies on the west coast that he 
should contact and the men he should see on the procurement? 

Colonel Puiiuies. I think, if he manufactures household extensions 
and plugs, it is possible he may be on the Air Corps list. They don’t 
but them. It is a quartermaster item, and they purchase it. 

I will be glad to check on the offices that buy that material and let 
him know. If he were properly listed, I don’t believe 6 months would 
have gone by without his receiving an invitation, unless it is an item 
the Air Force doesn’t buy. 

Mr. McKrynon. You don’t know whether you are listed with the 
Army Quartermaster. It is easy to get bewildered. 

Mr. Gossarp. I would say we are. 

Mr. Mutter. I would suggest you call at the Department of Com- 
merce and let them give you, and I am sure they will, the various 
procurement offices that might have need for your items. 

Don’t overlook the General Services Administration, which is not 
a part of the defense program, and get yourself registered with the 
General Services Administration and each of the procurement offices 
that yo use your item. 

Mr. Arp. You made a statement awhile ago, I think, 76 percent 
of that type of business was out for small business. 

I would like to have it itemized a little bit, and see what percentage 
of the business that the electrical manufacturers, small-business men, 
are getting here. I don’t think it is one-half of 1 percent. 

Mr. Mutrer. The clothing men aren’t getting any. 
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Mr. Gossarp. There are millions and millions of feet of wire. 

Mr. Motrer. If your item is being ordered only from General 
Services in Washington, your being qualified with the Air Force in 
Dayton will do you no 

Mr. Gossarp. That is right. There are other millions and millions 
of feet of wire out here that are put in airplanes and radar and every- 
thing of that nature. I believe, to my knowledge, there are ay two 
or three people getting that, the cutting and stripping and assembling. 
I think Gilfillan and Howard Hughes are getting the bulk of it. 

Mr. McKrynnon. How many people does Gilfillan employ? 

Mr. Gossarp. I would say around 700 out here. 

Mr. McKrxynon. That many? 

Mr. Gossarp. Yes; maybe more. 

Mr. McKinnon. At least it is more than 500? 

Mr. Gossarp. I would say so. We don’t call that small business. 

Mr. McKrywnown. It is not small business, by any stretch of the 
imagination.. 

ou find out about all these procurement offices and get yourself 
registered properly with each one of them, and then if you don’t begin 
to get some bid solicitations in 30 or 60 days, drop our committee a 
note and we will follow through on it. 

First, make sure you are properly registered and are on the lists. 

Mr. Gossarp. I would say we are listed with each one. 

Mr. McKinnon. Make sure. 

Mr. Mutter. Make sure. 

Captain THompson. The Army Ordnance? We have quite a num- 
ber of bids that come through out there on the type of item that you 
mention. There are a number of people that come out there and bid 
on that stuff, a large number of the electrie cord manufacturers, that 
also manufacture extension cords and household cords and so on, at 
the Pasadena district ordnance office there. 

They do come out there and they get the bids, because they are 
out there once or twice a week and pick them off the wall. 

Mr. Gossarp. Are they supposed to go after those bids ? 

Mr. McKinnon. They certainly are. 

Captain THompson. Yes. If we sent a bid to everyone in the United 
States—— 

Mr. Gossarp, I thought they were supposed to send them to us. 

Captain THompson, This stuff is nationally advertised, first of all, 
by the arsenal. We receive the bids in our office, and the San Francisco 
district office does, also. These people have salesmen come over, or 
they come out personally themselves and take a look at those bids and 
take a shot at them. 

Mr. Gossarv. Where are the bids sent to from Dayton? 

Captain THomprson. I can’t answer that. I am Army Ordnance. 

Mr. McKinnon. That is the Air Force. Where is the office ? 

Captain THomrson. 26 North Raymond Avenue, Pasadena. 

Mr. Gossarp. I know where it is. 

Mr. McKinnon. Why don’t you go down there? 

Mr. Gossarp. I did. 

Mr. McKinnon. Was there anything on their bid list that you could 
use ? 

Mr. Gossarv. No cords. 

Captain THompson. Those are posted every day. 
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Mr. McKinnon. They have a turn-over daily. I would go down, 
if I were you. 

Mr. Gossarp. I did. 

Captain Tuompson. I can name offhand two electric-cord manufac- 
turers in this area that have made bids. 

Mr. McKinnon. If I were you I would drop over to his office one 
of these days soon and ask for him, and he can show you some of 
the lists. 

Captain Tuompson. I can’t tell you tomorrow there is going to be— 
it depends on the need of the arsenal, what they are procuring at the 
moment. You have to keep in contact, naturally, to see when that 
stuff comes through. 

Mr. Mutter. How much time do you usually allow for posting of 
the invitation to bid and opening of the bid ? 

Captain THomrson. That depends on when we receive them from 
the arsenal. I would say the average is 10 to 12,14 days. As they come 
in in the morning mail we have people get on them and post them as 
soon as they arrive. 

Mr. Gossarp. I have been up there at least once a week. I have 
two representatives I believe were up there twice a week. So far we 
have never seen any cords of that type. 

Mr. Mutter. Somebody is missing it then, because they are posting 
them and somebody is getting the bids. ' 

Mr. Gossarp. We do plastic molding in our place, also. We never 
received anything of any description. 

Mr. McKinnon. You have to go out and root for it, you know, 
sometimes. That is one good lead there, right at that particular office. 

Mr. Gossarp. Yes. 

Mr. Mutter. And good luck to you. 

The committee will stand at recess now until 2 o’clock. 

(Whereupon, at 12 noon, the committee recessed, to reconvene at 
2 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Movrer. The meeting will please come to order. 

May I take a moment to advise the representatives of business and 
industry that are present here that there are two publications issued, 
I understand without cost, by the local chamber of commerce. One is 
entitled “Public Purchasing Offices.” and the other “Selling to the 
Army, Navy, and Air Force.” 

Theer is a vast amount of information which will help you in learn- 
ing how to deal with and where to deal with the various procurement 
offices in this area, in these publications. 

In addition to that, the Government has heretofore put out a pam- 
hlet entitled “How To Sell to the United States Army.” The one I 
ave in my hand now is presently out of print, but within a week or 

two, at the most, the reprint of this, brought down to date, will be 
available. You can get that by writing to the United States Govern- 
ment Printing Office in Washington, D. C. There will be a small 
charge of 25 to 30 cents for this pamphlet entitled “How To Sell to 
the United States Army.” ‘ 

I believe that if you will acquaint yourselves with the contents of 
these booklets, they will go far toward helping von get your contracts. 
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Now, in order to try to finish up this afternoon, I am going to ask 
the witnesses to please confine themselves to a statement of not more 
than 5 minutes. 

If there are any of you here who have any written statements that 

you care to file with us, they will be made a part of the record and will 
be studied carefully by the full committee, not only by the subcom- 
mittee, but by the full committee. 

I suggest those of you who want to be heard orally and have a writ- 
ten statement, when you come up, to file the written statement and then 
orally state to us, as briefly as you can, precisely what your problem is, 
and we will try to take care of you. 

Mr. Hour. My name is Alvin L. Holt. I have copies here, on the 
barber and beautician industry, in sufficient number for the committee 
members. 

Mr. Mutrer. Very good, sir. We will file, as a part of our record, the 
statement of Alvin L. Holt, international representative, Journeyman 
Barbers’, Hairdressers’, Cosmetologists and Pidevietors International 
Union of America, A. F. of L. 

(The statement referred to is, in words and figures, as follows :) 


STATEMENT OF ALVIN L. HoLt, INTERNATIONAL REPRESENTATIVE JOURNEYMEN 
Larpers’, HareprRessers’, COSMETOLOGISTS AND Proprietors INTERNATIONAL 
Unron or America, A. F. or L. 


Statement on why the ceiling price regulation (General Ceiling Price 
Regulation, title 32-A, National Defense, appendix chapter 11, Public 
Law 774, Sist Cong.) issued January 26, 1951, works a hardship on bar- 
bers and beauticians who are small-business men and why such regu- 
lation is unnecessary and should be discontinued at once. 


These remarks are addressed to you, gentlemen of the committee, in an informal 
manner without the benefit of counsel or research specialists. Therefore, the 
undersigned lives in the hope that you will pardon the crudeness and unskilled 
manner in which this humble document is presented. We represent the grass- 
roots segment of the economic life in our communities and do not have the 
facilities and wherewithal with which to operate as many others do. 

This statement is prepared particularly in behalf of the 25 local unions of 
southern California which are affiliated with the Journeymen Barbers, Hair- 
dressers, Cosmetologists, and Proprietors’ International Union of America, A. F. 
of L., and generally in behalf of the barbers and beauticians throughout southern 
California who have overwhelmingly expressed their disapproval of the price 
freeze as it affects these industries or trades. The organization of shop owners 
which functions in these communities is also opposed to this regulation and has 
publicly stated that fact. They, however, must speak for themselves. 

Of the 25 local unions represented in this instance herein, there are 10 in Los 
Angeles County and the other 15 operate in the various cities of California from 
San Diego and El Centro on the south to San Luis Obispo and Fresno on the 
north. The membership is composed of barbers and beauticians. Some are 
shop owners, some employees. However, the ratio is about half and half. Some 
of the shop-owner members are employers and some are self-employed, the latter 
commonly called one-chair shop owners. These members represent the smallest 
of small business, but they certainly are to be considered in the classification of 
those engaged in individual enterprise and as entrepreneurs. 

As members of the American Federation of Labor we are found to be in a 
peculiar position in this matter as it is the policy of the A. F. of L. to favor price 
control in general. However, our cause here has the support of President William 
Green and the A. F. of L. executive council. The general counsel for the A. F. of 
L. is now assisting our cause in Washington and has filed a petition in behalf 
of our international union with the Office of Price Stabilization in Washington, 
asking that an exception be made for services of barbers and beauticians. There- 
fore, and in view of the fact that prices for services here directly affect the 
income of our practitioners, we are not being inconsistent nor in contradiction 
with the policies of the A. F. of L. 








1038 SMALL BUSINESS AND THE NATIONAL BMERGENCY 


In the barber and beauty business it must be made clear that the freeze order 
was a direct and inflexible freeze on wages and income of practitioners. The 
earnings of the barber and beautician are in proportion, not direct, however, 
to the price charged for services. The earnings of an employee is in direct pro- 
portion to what he takes in. Low prices mean low take-in and low income ; 
improved prices mean improved income and wages. 

The freeze order was a direct and untimely freeze on income as well as wages 
for the barber and beautician. This order came at a time when the barbers, in 
particular, were in the midst of adjusting prices in order to meet the sky- 
rocketing cost of living; 1951 prices for food and clothing were being met with 
1945 income for barber and beauty workers. A “hold the line” policy had been 
followed until it became utterly impossible to tolerate the situation. However, 
an adjustment in prices in these two lines of endeavor comes slowly and with 
gradual completion. Therefore, in this period of necessary and required change 
in prices, the freeze order was both untimely and unfair. It caused hardship, 
it caused bitterness, and it will likely bring repercussions among some. The 
American way, as these people know it, seems to them to have been interfered 
with. Our standards have heretofore been established in a peaceful, quiet, and 
logical manner in a way that has met with the approval of most right-thinking 
people. Association with one another and solving of the problems within our 
industry has been both successful and in accordance with established lawful 
procedure. Now there has come a new concept of handling affairs of such groups. 
We object to such governmental activity, and we do not feel that it is either 
necessary or just. : 

Some cities were in the process of establishing slightly higher price schedules 
when this regulation came suddenly out from Washington. The procedure in 
establishing new prices in these lines takes some time and effort ; therefore, the 
freeze caught some cities when only a few days remained until the improvement 
was to become effective. 

Examples of this are San Diego and all other cities of San Diego County. 
The city of Santa Maria and surrounding cities were to go on their new price 
schedule on Monday, February 5, after going through regular procedure. The 
same is true of Porterville in Tulare County and many other communities in 
southern California, including Ontario and smaller cities where the usual lagging 
has been consistent throughout the years. There are working agreements to be 
taken into consideration which carry a definite expiration date. 

We petitioned the regional Office of Price Stabilization in behalf of the barbers 
of San Diego County but without avail. The matter was referred back to the 
petitioner with the advice that it should be sent to Washington (Mr. Wilson, 
108 West Sixth Street, Los Angeles). 

What chance has a small business compared to big business with the best of 
legal talent and statisticians? The vast number of people are among the “grass 
roots” classification, but it appears that the giants of the forest receive the 
most attention and consideration. 

Prices for barber and beauty service does not enter into the cost of living. A 
fixed budget allows for variable services of the barber or beautician. For example, 
a person may have $20 = year for barber services. This would permit 20 
haircuts per year at $1. can get along with 16 haircuts at $20 per year. 

A family of three may have for this purpose. This would allow each 
person to have about 13 haircuts per year if prices were $1, and 10 haircuts each 
if the price charged is $1.25. The budget is kept intact and the cost of living 
in this case is unaffected. These are hypothetical cases, but will serve to 
illustrate. 

The Harvard School of Business released a survey some years ago which 
included the statement that barber service only takes seven-tenths of 1 percent 
of the wage earner’s income per year. This would seem to support our con- 
tention that the cost of living is not affected by the price of barber services. 

It must also be kept in mind that the barber and beautician must live, support 
himself and family, pay the same prices and do the same things that any other 
citizen of comparable status must do. These people haye families, children to 
bring up and educate, and assume the ordinary responsibilities in life, the same 
as others. Taxes, insurance, and prices have skyrocketed for them, too. The 
barber or beautician receives no special consideration in this respect. This 
committee nor the public can expect the barber and beautician to live on a 1945 
income at 1951 price levels. Most other working people have had several in- 
creases since 1945 or 1946. To this, your agreement must coincide with our 
contention. 
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To further emphasize the fact that barbers’ income is too low to cope with 
the present price level as indicated by the indexes, we set forth for your informa- 
tion that the minimum wages of the various local unions in southern California 
do not exceed $50 per week even at $1.25 for haircuts. The Van Nuys local has 
$50 as the weekly guaranty, the Los Angeles local has $42 weekly, and the others 
vary from $35 up to $50. No local has $50 as the guaranty unless the price of 
haircuts is maintained at $1.25. Below are typical examples of “help wanted” 
ads taken from the Los Angeles Examiner: 

On April 3, 1951, “Barber: A-1 nondrinker; $50 guaranty; 70 percent com- 
mission; steady * * *.” . 

On April 4, 1951, “Barber: Master; $50 guaranty and 75 percent commis- 
ays or 

On April 4, 1951, “Barber: Steady; $60 guaranty; Culver City * * *.” 

The last ad comes from a shop charging $1.25 for haircuts. There is no pur- 
pose of citing ads, of which there are many, with no guaranty stipulated; but it 
must be understood that the above ads proudly carry the guaranteed minimum. 
Others without stating the minimum pay less and purposely avoid this item. It 
should be obvious to anyone that the income of the barber is a hideous disgrace 
to the community, and those who complain about barber prices simply do not 
realize how low his income is. Patrons of the barber just don’t throw their 
heads in for the barber to werk on while they visit the tailor shop to have their 
suit pressed. The idle time of the barber must be considered, as it seriously 
interferes with his income. 

We contend that price regulation by freezing each individual shop at the level 
maintained between December 19, 1950, and January 25, 1951, has caused undue 
hardship on the barbers and beauticians and that it is unfair, discriminatory, 
and unreasonable in its application. The ceiling price was established for each 
individual shop, not on an area or regional basis. This works a hardship on both 
the shop that has gone up in price because of competition and on the shop that 
hesitated because it can’t change the price regardless of the need and economic 
pressure of high prices and living costs. 

According to the Bureau of Labor Statistics Consumers’ Price Index for Janu- 
ary 15, 1951, the figure for food stands at 226.3, apparel at 191.3, and all items 
at 181.3 in Los Angeles. How can the barber and beautician be expected to meet 
these price levels when he has to charge for his services the 1945 or 1946 prices 
for his work? It cannot be done. This Committee on Small Business should 
take cognizance of that fact. 

According to the 1948 Census of Business, Selective Services report issued by 
the United States Department of Commerce from the Bureau of Labor Statistics, 
the barber earned in 1948 a gross of $2,246. This is for full-time employees, while 
the report shows $1,953 for combined full- and part-time employees, and $1,887 
and $1,641, respectively, for beauty-shop workers. 

This certainly indicates that the earnings of the barber and beautician are 
extremely low and that this condition remains unchanged except where prices 
have been elevated. 

The honorable members of the Small Business Committee of the House of 
Representatives are hereby appealed to for immediate help in this situation where 
the barber and beautician, engaged in a trade that cannot by any stretch of the 
imagination be considered lucrative, is seriously handicapped and injured by 
the governmental regulation whereby the freeze order came about at a time 
when slight increases in prices were finally to become a reality so as to help offset 
the burden placed on them by the excessive cost of living brought about by the 
Korean conflict. 

Our desires are for the removal from the price regulation entirely so that the 
normal and American methods of handling the problems in these vocations may 
be pursued. 

These services are not conducive to such regulation because of the nature of 
the business and highly personalized character of the services offered by the 
practitioners. 

The Wage Board has allowed a 10-percent increase in wages for other indus- 
tries over the base period (sec. 3, regulation 6, General Wage and Salary Policy). 
However, in the barber and beauty industries this is not even permitted since 
there is no allowance for increased receipts. It would require an increase of 
25 cents on a haircut and similar increases on other services to provide a 10- 
percent increase in wages. This would be on 1945 or 1946 wages, not on 1950 
wages or earnings. 
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Barber and beauty services do not enter into the cost of living, nor are they 
considered in the establishing of price indexes by the Bureau of Labor Statistics. 
These services can be variable and fit into the family budget. 

The price regulation has caused undue hardship on the barbers and beauti- 
cians. As small-business men and as practitioners of a highly technical and 
skilled craft, these business men and women are faced with high rent, high over- 
head, and high cost of living in addition to increased cost of operation, and 
tind that they are prevented from making necessary adjustments in their price 
schedules for barber and beauty services. Your consideration in this matter is 
earnestly and sincerely solicited in behalf of the thousands of shop owners and 
practitioners in southern California and elsewhere. 


CONCLUSION 


It has been our desire to honestly and from a practitioner's point of view set 
forth some of the reasons why the barbers and beauticians should be released 
from this governmental control which is causing undue hardship and restraint on 
a large group of people who are engaged in an honorable work not affecting war 
production or interfering with the economy of the State or Nation in a manner 
which can be construed to involve the welfare of the Nation, or a hardship on 
the public. The barber and beautician must be adequately compensated, and 
the high degree of competition within these fields of endeavor shatters any 
belief that prices will soar out of line or to the point of unreasonable heights. 

The barbers and beauticians merely ask the support and assistance of this 
committee to pursue the ordinary regular course in establishing conditions which 
will make it possible to live like decent Americans in a decent American way 
with only sufficient remuneration to enjoy the minimum comforts of life in the 
pursuit of a happy, healthful living under the banner of a free Nation. Barbers 
and beauticians cannot aspire for luxuries in life, but they certainly should be 
entitled to a remuneration conducive to a decent living and comparable to that 
of those who are engaged in other skilled and semiprofessional fields. 

By amending subsection (b), section 14, relating to exemptions and exceptions 
of the General Price Regulation of January 25, 1951, and adding, “Prices for 
services of barbers and beauticians,” our objective in this matter would be 
attained. 

Your consideration of our problem will be appreciated beyond our ability to 
adequately convey to you. To the barbers and beauticians this is an urgent and 
important matter. An early remedy is earnestly desired. Our efforts to this 
date, both locally and nationally, have brought no results. Time is an essence in 
this matter for those in whose behalf this humble effort is put forth. 


Mr. McKinnon. 1| have been asked to insert this statement of Mr. 
Hickox, president of Luseaux Laboratories, Inc., in the record, as Mr. 
Hickox is unable to be here. 


STATEMENT or T. B. Hickox, Presipent, LUSEAUXx LABORATORIES, INC., 
GARDENIA, CALIF. 


We are adopting this means of telling our story due to our failure to co- 
ordinate our time with the time made available to us by the committee in the 
meeting convened for that purpose. 


THE FOLLOWING DEALS WITH THE PRICE FREEZE 


1. Being opposed to inflation in any form we endeavored to avoid becoming 
a part thereto, and held off price increases on our products until material costs 
attained such high levels that increases of price on our products become 
imperative. 

2. We held to the opinion that the steady upward trend of prices would force 
freezing of prices. 

3. That in the event of a price freeze all prices would be rolled back to levels 
approaching pre-Korea offerings. 

4. Sharp and rapid increases in our material costs in December and early 
January forced us to send to our customers a letter (a copy of which is en- 
closed) announcing a price increase effective January 26, 1951. 

After the January 25 price freeze, we wrote a letter (copy of which is here- 
with enclosed) to the Los Angeles Office of Price Stabilization. We have had no 
reply from that office to date. 
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6. On February 27, 1951, we wrote a letter (copy of letter herewith enclosed ) 
to the Director of Price Stabilization, Washington; on March 28, we received 
a reply to our letter (copy of which is herewith enclosed). 

The enclosed copies of cost reports reported to the Office of Price Stabilization, 
other enclosures and the foregoing briefly outline our position under the price 
freeze. 

REVIEWING OUK POSITION AS RELATED TO PROCUREMENT 


1. First, we must determine if we should consider ourselves expendable due 
to the defense program. If so, it is obvious we must plan accordingly. 

2. The Luseaux Laboratories is an old institution. For the purpose of ex- 
panding activity into the field of detergents and sanitizing agents, also to pro- 
vide means for personnel to hold financial interests in the business, we incor- 
porated in February 1948. 

3. It follows that, if we are to exist, substantial increase in business is 
necessary. 

4. When the Government set aside 20 percent of certain chemicals to be 
channeled into direct defense production and left 80 percent to be allocated 
(at the discretion of the processors) to all other sources of requirement, that was 
tantamount to legislating small growing concerns like ours out of business, 
explained from our viewpoint, as follows: 

A. This indicates how suppliers arrive at our allocation. They take 80 percent 
of the average monthly purchases for the year 1950 and say that is your monthly 
allocation, providing it is available. Suppose we use 5 tons of a given material 
in January 1950, and 17 tons per month in November, and 18 tons in December, 
which the latter would represent our business requirements at the close of 
business in 1950; but suppese we have an average over the 12-month period 
of 8% tons per month. We would receive, if they have it available, 80 percent 
of 8% tons or 7.2 tons per month as our allocation, which would not take care 
of our present volume of business. And, remember, we must more than double 
our present volume before we can consider ourselves really launched in a 
reasonably enterprising smal! business. The aforegoing does not provide date 
figures, but is used to illustrate a condition existing not only with us but other 
like small businesses. 

B. We have been carload buyers of the above-mentioned materials, but now 
we are on a monthly allocation of 7.2 tons per month, and can no longer purchase 
the material at the carload price; therefore, must pay a penalty because our 
requirements are being filled at LCL price, This is quite a factor when dealing 
in penny profits. We have the warehouse facilities for carload buying, and we 
have the money to pay for the material. Furthermore, we still compete with 
firms who continue to buy at carload prices. As previously stated, the figures 
here are not taken from records, but illustrate a generally existing condition. 


OPINION AND SUMMARY OF THE FOREGOING PROCUREMENT PROBLEM 


When the Government, for any reason, demands that 20 percent of any indus- 
trial chemical such as phenol, chlorine, phosphate, sulphuric acid, ete., must 
be channeled into Government requirements, then small businesses wholly de- 
pendent, directly or indirectly, upon these materials face a serious condition, if 
not complete ruin, unless they can gear themselves for doing business with the 
Government. They are at the mercy of a seller’s market. 


PROBLEMS WE, INEX”’ERIENCED IN GOVERNMENT PROCUREMENT, FOUND IN LOOKING 
INTO THE POSSIBILITIFS OF DOING BUSINESS WITH THE GOVERNMENT 


1. Chief difficulties the inexperienced small business will encounter are: (a) 
The procurement office asking for bids may be 3,000 miles from the potential 
supplier and the destination of the goods to be supplied; (b) the specification 
received from the office of procurement is so incomplete in itself that, before 
the interested bidder can gather all necessary information incident to submitting 
an intelligent bid, the bids may be closed. 


AN FXAMPLE OF THE AFOREGOING 


We ask for specirtications on 25,000 gallons of a sterilizing compound which 
was to be delivered in San Francisco, Calif. The procurement office asking 
for the bid was in Brooklyn, N. Y. When we received the specifications, they 
asked for requirements not set up in the specifications but referred to circulars, 
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rulings, and manufacturing associations recommended standards, etc., which 
necessitated contacting other Government departments and manufacturing asso- 
ciation headquarters all of which we were, for lack of better information, com- 
pelled to solicit via letter contacting offices in Washington, D. C., and New York 
City. As a result, the bids were closed and we have not yet received sufficient 
information upon which we could submit an intelligent bid. 

It is reasonable to assume that other potential suppliers of this commodity 
on the west coast found that they faced the same problem. We assume this 
because one manufacturer with national distribution contacted us, having been 
advised that we were entertaining the idea of submitting a bid, and requested 
information on the specifications and found that we had far more available infor- 
mation at hand than the west coast branch of the firm with national distribution. 
It is quite reasonable to assume that some eastern firm will be awarded the con- 
tract to fill the San Francisco requirements and if such is the case, the Govern- 
ment will have the privilege of paying freight on 80-percent water contained in 
the 25,000 gallons of sterilizing compound from its eastern shipping point to San 
Francisco. We believe that west coast suppliers can compete when having the 
advantage of such a freight handicap. 

Teh failure of the undersigned’s name to appear on the House committee’s 
agenda was due to a misunderstanding in telephone conversaton regarding pro- 
cedure for appearing before the committee. May we state, that we were favorably 
impressed with the committee demanding immediate action on pressing matters 
confronting some businesses and we wish to extend our thanks for the earnest 
efforts the committee has given to the problems of small business. 


Fepsrvuary 1, 1951. 
A. M. LONGACER, 
Administrative Officer, Office of Price Stabilization, 
Los Angeles, Calif. 

Dear Srr: We wish to get our position clear in the matter of the recent price 
freeze. We, as the attached copy of letter sent out to all of our distributors 
indicates, made a price increase effective January 26 and the price freeze became 
effective January 25. Increases in basic chemicals the past 4 months, some 
sharp advances in December and the first part of January, made it imperative 
that our prices be increased. 

We have made no price increases for 3 years until we mailed these letters 
January 16 notifying our distributors of an advance in prices. The advance in 
our prices will not cover our entire increase in costs, as you can determine from 
the accompanying cost sheets. In the meantime, we are holding to the old prices 
and if we are permitted to put attached price increases into effect, we solicit 
permission to pass on to our distributors the right to make an equal price increase 
We will thank you for a ruling at the earliest possible date. 

Yours very truly, 
Luseaux Laporatortes, INC., 
T. B. HicKxox. 


Feervuary 27, 1951. 
Director oF Price STABILIZATION, 
Washington 25, D. C. 
Dear Srr: Please find herewith enclosed copies of letters directed from our 
office to the Los Angeles offices of Price Stabilization. 
At this writing we have had no acknowledgement of our letter. We earnestly 
request that you advise us just where we stand in this matter. 
Your very truly, 
Lvuseaux LABORATORIES, INC., 
T. B. Hicxox. 





OFFICE OF PRICE STABILIZATION, 
Washington 25, D. C., March 28, 1951. 


LvUsEAUX LABORATORIES, INC., 
1582 Redondo Beach Boulevard, 
Gardena, Calif. 
Dear Mr. Hickox: This will acknowledge receipt of your letter of February 27 
with reference to your price problem under the general ceiling price regulation 
as a manufacturer of chemical specialties. 
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Under the genera! ceiling price regulation, no provision has been made to permit 
relief to be granted in cases of individual hardship. Such a provision is now 
under consideration. 

Your cooperation and patience have been appreciated. 


Very truly yours, 
GerorGce W. STRASSER, 
Acting Director, Rubber, Chemicals & Drugs Division. 


January 16, 1951. 
ANCHOR RESTAURANT SUPPLY, 
Los Angeles 4, Calif. 

GENTLEMEN: Due to sharp increases in the cost of basic materials and pack- 
ing containers, we find it necessary to make the following increases in price 
effective January 26, 1951: 

Luso Suds 5—A, advance, 4% cent per pound 
Sur-Nuf Suds, advance, 4 cent per pound 
Luso D. M. C. No. 1, advance, 4% cent per pound 
Luso D. M. C. No. 3, advance, 44 cent per pound 
Luso Blue Suds, advance, 1 cent per pound 

All orders placed on or before January 26, 1951 and subject to delivery be- 
tween January 28 and February 2, 1951 will be invoiced at the old price, subject 
to limitation of 1 month’s requirements based upon your average monthly re- 
quirements through 1950. 

We regret that it has become necessary to announce the above price advances, 
and we dedicate the Luseaux Laboratories, Inc. to the proposition of keeping our 
prices as low as consistent with sound business requirements and our high level 
of merchandise quality. 

May we take this opportunity to thank you for your splendid cooperation and 
for the nice business you have given us. 

Yours very truly, 
LUSEAUX LABORATORIES, INC., 
By: T. B. Hickox 


Our costs per pound of manufactured goods as of January 1950 and 
January 1951 


January 1950 enmery 19511 








Luseaux (Luso) § Suds 5-A. 
Sur-Nug 

Luseaux (Luso) D. M. C. No. 1__... .o 
Luseaux (Luso) D. M. C. No. 3_....---- 
Luseaux (Luso) Blue Suds. _. , 


1 Costs do not include latest wage increases. 


Costs of chief basic materials used as of January 1950 and January 1951 
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1 Costs do not include latest wage increases. 
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Mr. Mutter. We also have a statement of the fireplace manufac- 
turers of the Pacific coast area. 

(The above-mentioned statement is in the following words and 
figures :) 

The fireplace manufacturers of the Pacific coast area are Baker Fireplace Co., 
Imperial Curtain Screen Co., Fred Meyer Co., Mission Fireplace Co., Pacific Wire 
& Fence Co., Packard-Malloy Co., Sunset Screen Co., Wilshire Manufacturing 
Co., and Wire Products Co. 

We hereby tender this report to your committee with our thanks and appre- 
ciation. We are certainly flattered and pleased that a congressional committee 
has taken the time and expense in an effort to help small business. Your efforts 
on our behalf in carrying our plight to the National Production Authority will 
certainly help the “forgotten man” of the country. 


I. DEMAND AND NEED FOR THIS MERCHANDISE 


(a) Most of the thousands of homes constructed in the Pacific coast area 
have fireplaces, as the floor furnaces are insufficient for complete home heating. 
This need was recognized by the War Production Board with the result that a 
number of manufacturers were allowed to produce fireplace equipment during 
the war period. 

(b) There is a definite safety factor involved with respect to fireplace screens 
and tools, as the insurance companies do not recognize fires which originate from 
fireplace sparks. 

(c) The eastern manufacturers have enough to take care of in their part of 
the country and the Pacific area is looking to us for this type of equipment. 


Il. LABOR AND PAYROLL 


(a) Prior to the shortage of brass, the above-mentioned firms employed over 
2,000 workers. This figure has been gradually whittled down to about 500. 

(b) The nature of the work in this industry is primarily of the unskilled 
variety. Our wage scales are well below those of the defense plants and there- 
fore we do not drain any of the skilled labor pool which they require. 

(c) At the present time there is no shortage of workers in the defense plants 
in this area, nor is there any prospect of any shortage in the foreseeable future. 


Ill, SITUATION WITH REGARD TO THE ABOVE-MENTIONED COMPANIES 


(a) We would like to point out that shortages of brass go back to practically 
all of the last year. An acute shortage occurred some time during November 
of 1950. Even the percentage cut-back was not available at our sources of supply. 

(b) At the present time we are producing to the extent of materials on hand 
as of March 1 at which time there was a complete cut-off of brass. 

(c) All of the firms engaged in the fireplace industry must of necessity go 
out of business because of this drastic measure. This will result in tremendous 
losses as the companies involved will have to sell their equipment at forced-sale 
prices and pay out on long-term leases. 

(d) Since the announcement by the National Production Authority we have 
all treid vigorously to obtain some sort of defense work. We have followed the 
newspapers’ suggestions and advice and have contacted all of the procurement 
agencies with no avail. Further, we have contacted all of the defense plants 
in our area with the same lack of success. 

(e) The tremendous growth of the west coast has opened up markets for the 
smaller manufacturers, and we supplied a definite need for fireplace merchan- 
dise. All of us have started in a small way, and by dint of hard work and 
sacrifice have earned a place in the production field. Now all of our work and 
efforts are to be for naught. 


IV. AMOUNT OF MATERIAL NEEDED 


(a) The fireplace industry has taken up but a small fraction of the amount 
of brass used in this country. The greater portion of our production cost is 
in labor. 5 
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Vv. CONCLUSION 


To sum it up, we of the fireplace manufacturers group of the Pacific coast 
have been cut off completely from any raw material and have been unable to 
obtain any defense work. We have no choice in the matter. If we do not get 
some material we will all be forced to close our doors with the consequent firing 
of our labor force. In addition the Government will lose the taxes which our 
industry has contributed. 

Again, we wish to thank you for your efforts in our behalf and hope that some 
relief will be forthcoming. 


STATEMENT OF BERT SCHIRESON, SALES MANAGER AND 
CONTROLLER OF INET, INC., LOS ANGELES, CALIF. 


Mr. Murrer. You may proceed, sir. 

Mr. Scutreson. We are manufacturers of electrical power supplies 
and do a considerable amount of priority business. About 80 or 90 
percent of our business is priority business. 

We got two new rather large subcontracts from the Atomic Energy 
Commission, and we made an effort to secure financing. We went to 
our local bank. Our bank was reluctant to do it on two counts. 

One is that the banks are hesitant to lend money when your accounts 
receivable are a factor, which they were with us. 

Two is that banks on the Pacific coast seldom lend money on pur- 
chase orders. 

We heard about the V-loan program and were unable to secure any- 
thing there. We went to the RFC and were unable to get anything 
there. We had ae capital assets to be the basis of the loan. 

We applied to the National Security Research Board on December 
21. Our loan was turned over to the Department of Commerce and 
the RFC investigated it. 

In January—on January 18 they told us they had recommended us 
for a loan on the basis of necessity, on the Defense Production Act. 

Since December 21 we have heard nothing from the Department 
of Commerce in Washington. I have been in regular contact with 
the local people here in this building, and we sent one or two tele- 
types, but nothing definite has come through yet. 

The only other avenue that is open for us is the avenue of going 
directly through; that is, going directly through our prime con- 
tractors to the Atomic Energy Commission, w hich is the only chance 
we have. There is what you might cali there dire necessity or really 
holding up the war effort. 

In our particular case that has happened. The situation was 
deemed sufficiently drastic that we yesterday received an advance 
from the Atomic Energy Commission ‘through their prime contractor 
on the basis of what we had spent. But it is hardly yet sufficient to 
handle what we have to spend to make the payments to expedite those 
jobs, plus the large volume of our defense alee business. 

Most of our bar Novae: order business has been with local air frame 
manufacturers, where we are the largest supplier of aircraft ground 
power here. 

The business is handled in our regular commercial, a regular com- 
mercial manner, and the problems of supply and financing are ex- 
tremely difficult, where there are such long delays. It has greatly 
handicapped our organization, and I believe if we could get Govern- 
ment financing more readily, that maybe through some local organi- 
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zation if that could be done, which knew the local finance conditions 
and our reputation locally, we would have been able to get prompter 
action and therefore do a better job in the defense field. 

Mr. Muurer. You try to increase your own capital so as to qualify 
for commercial loans from private bankers? 

Mr. Scurmeson. We have tried, except when you are building up a 
small business, if somebody wants to come in they want most of it. 
So, as a result, the efforts of a number of veterans have, to a certain 
degree, gone down the drain, you might oe. 

So long as they can keep control of the organization they have 
something. But the amount of capital that is needed for such an 
operation is greater than the personal reserves, and anqeey | greater 
capital would require the controlling be turned over to the party 
furnishing the capital. 

Mr. Murer. How much capital are you operating on / 

Mr. Scutreson. Approximately $25,000 to $30,000. 

Mr. Murer. What is the gross amount of the defense in Atomic 
Energy orders you have? 

Mr. Scuireson. About 2 months. Our back order was $350,000. 
I believe it is higher than that now. 

Mr. Movrer. o was it you were dealing with in an effort to get 
your defense loan, or loan from the Government ? 

Mr. Scurreson. Well, with the Department of Commerce. Mr. 
Raguso has been handling it as late as—— 

Mr. Muurer. Is Mr. Raguso here? 

Mr. Exteson. He is upstairs. Do you want him down here? 

Mr. Muurer. Yes. 

Do you have any questions, Mr. Hill or Mr. Mansfield? 

Mr. Hu. No. 

Mr. Mansrrevp. No. 

Mr. Mourer. I was going to su that you step aside, until Mr. 
Raguso comes in and you can tell Mr. Raguso what your problem is. 

Mr. McKinnon. He knows your problem? 

Mr. Scumreson. He is very Souaitine with the problem. 

_ Mr. Mocaunon. Your problem now is getting action out of Wash- 
i né 

r. Scurreson. That is right. I understand they are not making 
what they call working-capital loans. 

Mr. McKinnon. The recommended you for a loan, after in- 
vestigating your prime necessity in the Atomic Energy Commis- 
sion 
_ Mr. Scurreson. They investigated us under the National Produc- 
tion Act of 1950, and not under the om eed loan problems—— 

Mr. McKrynon. I think we can make a note of that and see what 
we can do to expedite that, since the local office has done everything 
possible. 

Mr. Mutrer. Mr. Bates, in charge of the office here, will make in- 
quiries about the matter and be ready to give us a report on it by the 
time we get to San Deigo tomorrow. 

You will hear directly from Mr. Bates. 

Mr. Scutreson. There is one point, and that is on the question of 
when you are slight in financing, and as we do a lot of business with 
various agencies, we find, for instance, the Air Force—we have differ- 
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ent dealings with them. They have a program known as the qualified 
products, and in order to sell our equipment we have to make a piece 
of equipment and send it back there and send somebody back with 
it and have it tested. From their point of view it is very sound, 
probably. From our point of view it involves investment of a good 
deal of money, and we feel that the national effort might be losing 
out because we do such a large volume with the local air frame manu- 
facturing concerns, who have essentially the same problem, and yet 
we can't do anything with the Air Force; at least, we haven’t been 
able to to date. 

We made a considerable effort, and we have a manufacturing agent 
in Ohio that contacts them continuously. It restricts the operation 
of a small business on a particular product. 

Every manufacturer has to be qualified, even though they are all 
in the same family. This is a general point, from a small-business 
man’s point of view. 

Mr. Mutter. Does any one of the services care to respond to this 
gentieman’s problem / 

Colonel Fickurne. I think the statement is absolutely true, that you 
have to have a qualified product, sir, and there are companies that are 
feeling the pain of the effort to get their product qualified. But I 
don’t feel that it is proper for the Air Force to lower the standards of 
safety, which is the precedent which is set or why we require them to be 
qualified. 

Mr. McKinnow. Is there sufficient volume out here in this area to 
justify a qualification officer here, under your command ? 

Colonel Ficxiine. There has been discussed most recently, sir, 
that very subject. On some items it is not practical. 

But I believe—I can’t say this oflicially—I do believe there is a 
survey being made now for those kinds of items that could be qualified 
and tested here within the area, as opposed to going through the labo- 
ratroies either at Dayton or down to the proving grounds. 

But it would still be extremely limited, depending on the nature 
of the item to be produced. I can’t state that officially; as to the 
survey, | know it is under discussion. 

Mr. McKinnon. You don’t know when a decision will be reached ¢ 

Colonel Ficxi1ne. No, sir. 

Colonel Putitrs. Could I add to that, sir? 

Mr. Mutvrer. Yes, Colonel. 

Colonel Puriiirs. Each of the services maintains a qualified prod- 
ucts list, as a general rule, and items are placed on a qualified products 
list which are generally items which either are very expensive to test 
or take quite a long time to test. The qualified products list is always 
limited to special items of each service. 

Mr. McKinnon. That still doesn’t help you with your problem, 
does it ? 

Mr. Scurreson. No. I recognize, as they say, they probably have 
good reasons. It does have the effect of eliminating that—for in- 
stance, we doa very large volume here, Douglas Aircraft and Northrop 
and North American, especially. 

I have heard people say when Air Force officers have been out here 
they liked our equipment better than some of the equipment they have, 
and yet we are not able to finance ouselves in that area because—well, 
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as I say, we can’t finance it. I do believe we are right on top emer- 
gencywise. 

Mr. Muvrer. You would be quite happy if you could get financing 
to carry on the orders you are getting? 

Mr. Scurreson. That is right. 

Mr. McKrynon. Is your contract on this Atomic Energy Commis- 
sion, is that with the Commission or with a prime contractor ¢ 

Mr. Scuireson. No, with the prime contractor. But because they 
have been delayed the Commission itself has come in and had to take 
action. 

Mr. McKinnon. We found out something interesting some of the 
small manufacturers didn’t know, and I didn’t either. That is, when 
you, for instance, with the Navy , Commander Loomis told us on some 
of his contracts, he can make advances on those contracts but you have 
to ask for it. 

The same thing may go for the Air Force and might go in the case 
of your Atomic Energy Commission, if you are dealing direct with 
them. 

Mr. Scurreson. When you are dealing with a prime contractor, 
it is easier to get that than a subcontractor. Usually a small-business 
man operates as a subcontractor. 

Mr. Muvrer. Mr. Raguso, have you had any recent word on the 
application of the Inet Co. for a loan? 

Mr. Raguso. I haven't. 

Mr. Mutrer. Then Mr. Bates is going to make further inquiry, and 
we may have further word. We will do what we can to help you. 

Mr. Scurreson. Thank you very much. 


STATEMENT OF HARRY M. PATE, REPRESENTING MODERN LAMP 
WORKS, CULVER CITY, CALIF. 


Mr. Pare. We are one of many small industries using brass and 
copper as their basic materials. We manufacture lighting fixtures 
and lamps, using brass and copper exclusively. 

We wonder why the Government cannot release for civilian use, 
say 50 percent of the amount we used during the year 1950. This, 
along with other commodities and defense work we hope to obtain 
would enable us to retain our staff of employees, hold our customers? 
good will, and I believe leave sufficient amount of copper to carry on 
any preparation plans the Government may have. 

I have overheard part of the answer to my problem this morning. 
My problem is copper and brass. We manufacture lighting fixtures, 
table lamps. 

I came eat to see if there was any possibility that there would be 
any release on some of that metal, a small portion, for instance. 

Mr. Muurer. Well, we would like to help you and release to you 
all the strategic metal you would need to carry on your full civilian 
production, but, unfortunately, there isn’t enough to go around and 
we must, as I indicated this morning, stockpile first for the defense 
effort. 

Unfortunately, fellows like yourself may get hurt because you are 
required to cut back on a percentage of your work, and it may be 
too much for you to stand. 
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The big fellow may be able to stand the cut in civilian production. 
To you it may actually put you out of business. 

Mr. Pare. That is about the situation. 

Mr. Murer. We are trying to increase production to cover the de- 
mands in both the defense effort and the civilian effort. Up to this 
moment we do not have the answer. But the Small Business Com- 
mittee has been meeting on this problem and had executive sessions 
with all the Government agencies involved, and we hope that in the 
not too distant future we may be able to help you. 

As of this moment, I can’t hold out too much hope for you. 

Mr. Parte. That would include the brass turnings and fittings / 

Mr. Mutter. Yes. We have been doing what we can along both 
lines, and we want to get these regulations, if at all possible, into such 
shape that they can keep men like you in business. 

Mr. Pare. We have a reputation in Douglas Aircraft, and some 
other places. They say it will probably be 6 weeks before they will 
be ready. 

Mr. Muvrer. If you will call on Mr. Bates and his staff in the 
building here and present your problem to them, they will try to help 
you, in the meantime. Don’t give up hope and don’t close up shop, 

ut when you run into the specific problems, please come in and pre- 
sent them to Mr. Bates and his staff, and they will do everything to 
help you. 

Mr. Pare. We have about enough to keep us going for about 4 
weeks, 

Mr. Mutter. Don't go to the end of that time. Go in before that. 

Mr. Pare. I will do that. 

Mr. Mutrer. Thank you, sir. 


STATEMENT OF J. R. BRIGHAM, PRESIDENT, WHEEL CRAFT CORP., 
AZUSA, CALIF. 


Mr. Brieuam. We are a small manufacturer and have about 90 
employees. 1 guess we have hit all the problems, but while I have been 
sitting here listening most of them ~~ been covered, and I am 
going to very briefly cover a few that hit us at the heart. 

Mr. Mevrer. All right. 

Mr. Bricuam. I have heard several points of testimony regarding 
strategic material to small business. We havethesame problem. We 
have to buy from the jobber, warehouse, on steel, and smal! processor 
on aluiniinam, 

I would like to make this suggestion, along that line: Is it possible 
to in some way have the large metal manufacturers or metal processors, 
such as Aluminum Co. of America, and Kaiser Steel, allocate a certain 
percentage of their basic metal to the small-business man ¢ 

I know that I have the same problem as several other people. We 
have DO’s on aluminum and it is December or January, February, 
before we can get aluminum. That applies both to peacetime business 
and wartime business. 

We are going into a big program with one of the air-frame manu- 
facturers, and I don’t even know whether we can get any aluminum. 

Mr. Mvurer. Your DO’s apply to defense orders and not civilian 
production ¢ 

Mr. Brieuam. That is right. 
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Mr. Murrer. If you have trouble getting your material, when you 
have a deal again, the local office here is set up to help you get it. 

Mr. Brigham. Isthatso? I didn’t know that. 

Mr. Muvrer. The people who give you your subcontracts, who have 
prime contracts and give you subcontracts, on the basis of which you 
get DO’s, should certainly allocate to you certain of the material of 
what they have, so we don’t multiply the DO’s, so that there are 200 
percent DO’s outstanding for 100 percent material. 

Mr. Bricuam. The little fellow has to pay through the nose from 
the jobber, rather than from the mill or fn An processor. Is the 
big boy allowing a certain percentage of his product for the small 
manufacturer, or is it all going to the—to his big customers ? 

Mr. McKinnon. How long have you been in business ¢ 

Mr. Brigham. About 6 years. 

Mr. McKinnon. Are you getting as much production now as you got 
historically, or has it been cut down proportionately ¢ 

Mr. Berenam. It has been cut down proportionately, quality-wise. 

Mr. McKinnon. That is one of the bad things that come from these 
things when you get limited in your orders. The price goes up when 
you buy your small] quantities. 

Mr. Bricuam. No; you have to buy from the jobber and dealer, and 
in the case of Kaiser, the dealer. 

I would like to suggest to the committee—are they giving the right 
percentage to the small manufacturer? That would be the only fair 
way to protect that problem. 

Mr. Muurrr. That is one of the things this committee is consider- 
ing, and we will try to work out that. We know you have the same 
percentage ratio as the big fellow, but on that basis you can’t stay 
im business. 

Mr. Brienam. That is right. Prices are high and all we are trying 
to do is keep our head above water at this time. 

Mr. Muurer. I hope you will follow our suggestion and present 
your precise problems, as they arise, to NPA office here, who, if 
you have DO’s, will try to help you. 

Mr. Bricuam. I didn’t know that. I am glad to know that. I 
would like to compliment the armed services on their public set-up 
and bids and so forth. I have found it to be very good. But the time 
element brought up before has been very bad. We had 10 days to 
bid on a half-million-dollar contract, and it is like setting up a new 
business. It is impossible. , 

Another thing that is very bad is the foreman’s bid. The bond re- 

uired—we were required to set up a half-million-dollar bid bond after 
chat time. In talking it over with the insurance company, he said, 
“Well, it is like giving you credit for a half million dollars, plus the 
fact that if you get in trouble we will have to come and bail you out.” 

I said, “Well, that is all,’ and hung up. There is no use discussing 
the matter. 

Mr. Muvrer. Did you ask him if he wanted you to pay a premium on 
something on which there couldn’t possibly be any liability ? 

Mr. Brienam. I didn’t know that angle. 

Mr. Murer. As a matter of fact, if you are bidding on a $350,000 
contract, with a $500,000 performance bond, he can’t possibly have 
any such liability. 
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Mr. Briguam. I have talked it over with the armed services, and 
they say the same thing; the bonding company has to go in and bail 
out the manufacturer. 

Mr. Mutrer. If you fall down they will have to go in and either 
make good on it or pay damages. 

Mr. Bricuam. A company in my position, with limited capital, 
can’t get that big a bond. 

Mr. Mvuvrer. The provisions in the law are to give the agencies, 
the defense agencies discretion to place contracts without bonds. I 
don’t know whether we reenacted that as part of the Defense Pro- 
duction Act. I don’t think we did. 

Do you remember, Mr. McKinnon ¢ 

Colonel Fickxirne. Yes; we did. 

Mr. Murer. Your present problem could be presented to the con- 
tracting officer, and possibly he would waive the bond. 

Mr. Brieuam. That is just a suggestion. We will get around it 
someplace. 

I have now a very specific problem. March 8, M-47 came out on. 
steel, restricting 80 percent of your usage in the first half of 1950. 

March 10, I called Washington long distance and talked to Mr. 
Melvin W. Coe, and I want to publicly thank him for his assurance, at 
that time, that our situation would be taken care of. 

We were tooling up the first half of last year and completely out 
of material. I went along until last Friday and then | contacted 
Mr. Bates’ office here, and they were also very nice and sent a teletype 
to Washington. The situation actually at the present time is that 
I am operating in violation of the law. I have a case number in 
Washington. 

Anything the committee could do to help that along in Washing- 
ton, | would appreciate. I don’t want to go to Alcatraz on the situ- 
ation. 

Mr. Muvrer. Mr. Bates assures me you will not go to Alcatraz. 
You are not in violation if you are on record with the NPA office 
and have indicated to them precisely what your problem is and what 
you are doing. 

Mr. Brienam. That is the situation. 

Mr. Murer. Have you made known all the facts of the case to 
the NPA? 

Mr. Brienam. Yes, but no decision has been reached. 

Mr. Mvurer. We are going to let you continue to offer it for a 
while. 

Mr. Brigham. Thank you. 


STATEMENT OF R. H. McMICHAEL, REPRESENTING DALMO-VICTOR 
CO., SAN FRANCISCO, CALIF. 


Mr. Muurer. As I understand it, Mr. MeMichael, your company is 
a rather substantial subcontractor, who, in turn is subcontracting part 
of the work you have ¢ 

Mr. McMicuarz. That is correct, sir. We considered ourselves 
perhaps a typical small business. It is necessarily converted from 
civilian activity production to the rearmament program. We think 
we have been fairly successful at it and thought the committee might 
be interested in hearing how we proceeded and how we are operating, 
how we have secured our subcontracts. 





1052 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


We began before the Jast war manufacturing various small hardware 
items on a type of window hardware, axes and hammer handles, 
wedges, and so on. 

During the war we got into the design and development of airborne 
radar components, as subcontractors and also as prime contractors. 

We went from a small force up to perhaps 800 employees, with 
about 1.2 million volume of business per month. 

With the decline of war work, we converted again to civilian pro- 
duction and had substantial struggle to keep going. 

We came to the point where we wanted to market what we were 
able to do best, to utilize experience we had obtained during the last 
war, and to bring it to bear in the present rearmament program. 

Knowing that the Armed Forces couldn't possibly contact all the 
many thousands of individual suppliers and manufacturers in the 
country, and personally take care of their problems, we followed this 
procedure: We ascertained which of the majors had obtained prime 
contracts in the field in which we were primarily interested, which 
was airborne radar equipment. 

We then approached these prime contractors, first, through their 
purchasing departments and later through their engineering depart- 
ments. We had design engineering capacity and built to sell. 

We went to these people with the object in mind of determining 
where we could fit into the picture, where we had helped them and 
how they could best use what we had to offer. 

We found them most receptive, and we have been able to obtain 
90 subcontracts as of the present day, approximately 90. These con- 
tracts are with approximately 17 prime contractors. 

Mr. Mcurer. Of the 17 prime contractors, they are in this area? 

Mr. McMicnaru. Not primarily; no. They are main operators in 
the field of radar, Westinghouse, RCA, General Electric, Philco, and 
Emerson, and such organizations as that. 

They have representatives in this area, too. Their headquarters 
generaily are in the East. 

Now, the story doesn’t end there. I understand the committee has 
heard a good many problems from small-business organizations with 
reference to the small amount of work they are — comparison 
with the work the larger organizations are getting. There has been 
criticism of the large organizations on the ground they aren’t pass- 
ing on the work, they are holding to themselves all they get from the 
Government. 

Our experience has been quite to the contrary. We have found that 
the large organizations are anxious to subcontract, where a subcon- 
tractor is able to provide a service or product they need. They are 
interested in soeall and reliability of delivery. 

We felt we could offer that, and we have done our best to live up to 
our commitments. We, in turn, have passed on a good part of the 
work we have obtained. About 50 percent of our volume of sales, 
dollarwise, is obtained in the way of purchases from the outside. 
About 30 percent of our total sales volume is placed in orders with 
small business. 

As we see it, there is a sort of a filter-down process. This tremen- 
dous program is going to require, if not. at least a good part of the 
productive capacity in the country, and it has been our experience that 
the Armed Forces can’t mobilize that entire capacity themselves, they 
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have got to rely on this filter-down process, and they are going, in the 
normal course of events, to the large cor porations where they can 
contract for the major part of their requirements. Those, in turn, 
will go to the smaller organizations, and so on down to the back-yard 
operators. It has worked that way in our situation and I feel it can 
work similarly with a good many others. 

Mr. Murer. How many subcontractors do you use, or are you using 
at the present time? 

Mr. McMicnari. About 150. 

Mr. Mutter. About 150? 

Mr. McMicuaew. Yes. 

Mr. Murer. Can you take on any more subcontractors? 

Mr. McMicwaet. As your volume expands, why, we will probably 
take on additional subcontractors. 

Mr. Mutrer. Would you suggest that any of the small-business 
men represented here take a note of the name and address of your 
company and contact you from time to time, with a view of getting 
some of that business / 

Mr. McMicuaren. That might very well be. 

Mr. Muurer. Mr. MeMichael, for those who are interested, is rep- 
resenting the Dalmo-Victor Co., of San Carlos, Calif. I am sure 
he will be glad to hear from any qualified subcontractors, who can 
take on some of the work they will sublet from time to time. 

You may proceed, Mr. McMichael. Do you have anything further? 

Mr. eibaiin. I think that covers our situation. We thought 
the committee would be interested in how we had proceeded. I think 
the principal point is that small-business firms can’t stand by and 
wait for invitations for bids to come. There are too many of them 
for the Government-procuring agencies to reach individually. You 
have to know, first of all, what you have to sell and find out where that 
service or product is needed, and then aggressively go out and get it. 

Mr. Mutter. Your company is doing just as well or making just 
as much money as a subcontractor, from the prime contractors, as 
if you were doing business directly with the Government ¢ 

Mr. McMicuaet. Yes, sir. 

Mr. Mutter. Just one thing that I would like to inquire of you 
When you get these subcontracts from the prime contractors that call 
for strategic material, do you get DO’s for your materials. 

Mr. McMicnaew. In some cases. In that connection, we have had 
excellent cooperation from the Government agencies. In our case 
an inspector of naval mat¢ériels, when we are in difficulty over critical 
items, we have found them most helpful and cooperative in expediting 
the procurement of those matériels and verifying the essentiality of 
what we are doing and what we need. And in producing results in 
getting what we need. 

Mr. Muurer. Your prime contractors allocate to you any of the 
strategic matériel allotted to them for these contracts they sublet to 
you? 

Mr. McMicuarn. Not to my knowledge. We haven't found that 
necessary. But we certainly will bear in mind the suggestion made 
earlier, when in trouble we can go to our primes. 

Mr. Mutrer. In your case, for instance, if your prime contractor has 
100,000 pounds of some strategic metal and has DO’s for it, and gives 
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you the subcontract for that and you get DO's for it. and you sub- 
contract that away, there are now 300,000 pounds of DO's. 

We want to make sure the prime contractor is going to help you out 
of his allocation to fill his orders with the strategic material, and you 
will do the same with your subcontractor. 

Mr. McMicuaren. That is right. His allocation for his entire con- 
tract should be not duplicated down the line. 

Mr. Muvrer. It is nice of you to come in, Mr. McMichael. We ap- 
preciate your statement. 

Mr. McMicnuart. Thank you, gentlemen. 


STATEMENT OF JAMES CARBRAY, INTERNATIONAL REPRESENTA- 
TIVE OF UNITED STEELWORKERS OF AMERICA, MAYWOOD, 
CALIF. 


Mr. Murer. You may proceed, sir. 

Mr. Carsray. It may seem a bit odd, Mr. Congressman, that a repre- 
sentative of a labor organization should come to a hearing of this type 
and bring to it a problem or two that involves the continuance of small 
business. - 

I am referring particularly to the foundry industry at the present 
time. The foundry industry in this area during the last national emer- 
gency contributed measurably in a very short period of time to all-out 
effort. That industry today has been hampered during this so-called 
reconversion for many reason, one being the lack of materials, and 
their inability of acquire material. 

Secondly, the local foundry industry has been more or less ham- 
pered, too, by one of our local agencies, which is doing a very neces- 
sary job but whose mechanics in doing the job seem to have singled 
out the foundry industry, and I am speaking of the area of polution 
control agency of the county. 

The foundry industry—I will give you a striking example. The 
Madsen Foundry Works, after 41 years of a foundry operation in Los 
Angeles, closed its doors last Friday and put out on the street some 70 
or 80 people, for the reason that it would have been necessary for that 
company to spend a capital expenditure of somewhere in the neighbor- 
hood of $60,000 in order to stay in.operation. 

The company is not of the size where it felt that it could spend that 
amount of money and find itself in the position to regain that capital 
investment for that purpose within the period of the next 5 or 6 years. 

The same problem is confronting a number of other industries in 
the area of that nature. The General Metals Corp. is another one that 
has been confronted with the problem, but certainly not to the extent 
it has to close its doors. 

However, the outlay is going to be terrific. Not only that, it is a 
little more fortunate than Madsen. Madsen had a few indirect 
defense orders, where General Metals unquestionably has some direct 
orders. 

It would seem to me that the mechanics of this agency is serving a 
purpose that, I feel quite sure, was never intended, and that is to 
jeopardize war potential, war defense potential in the industry. 

TI think some consideration should be given to the committee on 
advising these people in this agency to apply a little more discretion 
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in the application of their cure for this smog we are so much concerned 
about in this particular area. 

Now, Worley & Co., out at Pico, is another small business that has 
been hampered to some degree by the inability of the company to get 
the proper allocation of steel. I understand they have some sub- 
contracts. 

The Union Steel Co., of Los Angeles—— 

Mr. Murer. Do you know what effort this company has made to 
get the steel? 

Mr. Carsray. I understand they have gone just about to the end 
of their rope. 

Mr. Murer. You see, that doesn’t tell us anything. If you could 
be specific and tell us where they have gone and what help they have 
sought, and where they have tried to get it, we might be able to do 
something about it. 

Mr. Carpray. Yes. The best I could hope for, on short notice, was 
to get this information and suggest to them they mail the committee 
any further information they want to pass on. 

Mr. Muurer. We would appreciate your having them send us the 
detailed facts. 

Mr. Carpray. I surely will. The Union Steel Co., of Los Angeles, 
is another one that is in very much the same situation. Here is a 
company that has a terrific productive potentiality, that for the past 
70 days has been on the decline from the standpoint of production 
and standpoint of employment. I think from a maximum of about 
240 employees in one of its units a month ago, it is down to somewhere 
in the neighborhood of 135. 

I have also told that organization to advance to the committee the 
pertinent information in relation to their efforts up to date in obtain- 
ing this. 

I think one of the other things that enters into the picture here, too, 
is that unless something is done to bring about a more reasonable 
condition of stability, that our manpower problem is going to increase. 

I raise this because when it reflects itself on the industry itself, it 
naturally reflects it into our operations in the labor movement. It 
seems to me that unless we utilize objectively all the recourses of the 
small-business firms, particularly those that are in a good position to 
enter into war production, that we are going to enhance the manpower 
problem which unquestionably will increase from time to time as we 
go forward through this year. 

We feel very definitely that this is a problem that calls for more or 
less equal sacrifice on the parts of all people, and the utilization of all 
forms of small business, wherever it might be, and the utilization of 
all forms of manpower, in the manning of those particular war 
industries. 

We would like to suggest, too, that in the deliberations of the com- 
mittee in relation to the welfare of small business in this area, that 
some consideration be given to some form of recommendation to the 
local small local agency with regard to discretion in the application of 
its efforts. 

Mr. Movrer. Mr. Carbray, what we said to other representatives of 
labor that have come before our committee at various times, I can 
repeat to you. 
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This committee appreciates that the pro of this country has 
been built up by the unified action of capital and labor, small capital, 
big capital, and all labor. These Government representatives that are 
here today want to help both of you, both capital and labor, continue in 
business and continue to progress. 

Mr. Carpray. I am aware of that. 

Mr. Muvrer. I think, in large part, there is a lack of knowledge on 
the part of some men as to where to go and fear on their part to 
approach Government agents. 

r. Carsray. That is right. 

Mr. Mvvrer. I wish you could help dispel that fear that keeps them 
from coming to these men that are hare to help them, and I am sure 
every last one of them will go out of their way to be of assistance to 
any of these businessmen, so that your industry can continue to 
function. 

Mr. Careray. I am quite sure of that, Mr. Congressman, because 
during the last national emergency I served with the War Production 
Board in this area. I assure you I spent 90 percent of my time need- 
ling people to go to the proper agencies for the necessary help. Thank 
you. 


STATEMENTS OF BERT KOETTERS, M. P. McGAFFEY, INC.; BEAL 
SHAW, SHAW SALES & SERVICE C0., LOS ANGELES, CALIF.; AND 
ABBOTT WILLIAMS, ELECTRIC TOOL & SUPPLY CO., LOS ANGELES, 
CALIF. 


Mr. Murer. Do you gentlemen have a written statement you want 
to leave with us? 

Mr. Koerrers. No. 

Mr. SHaw. No. 

Mr. Wriuiams. No. 

Mr. Murer. Suppose you proceed. 

Mr. Suaw. My main aaahioes was relief for the procurement of 
repair parts from the manufacturer of equipment. They have re- 
cently required priority from us for parts. 

The equipment we wanted repaired is arenes we own that we 
are repairing and rebuilding for sale, as such, and doesn’t come under 
the MRO, as we understand it. 

I have been up to the local office and talked to Mr. Dewar. He has 
been very kind, to try to understand my problem. He said he hadn’t 
any suggestion for relief, insofar as the equipment we are operating 
ourselves. 

Mr. Mutrer. When was this you consulted with Mr. Dewar? 

Mr. Suaw. About a week ago. I don’t know the exact date. 

Mr. Mutrer. We have a gentleman, Mr. W. A. Pruitt, from Mr. 
Offutt’s office. 

Mr. Pruitt, could you comment on this gentleman’s problem? 

Mr. Prurrr. I didn’t hear all he said from where I sat. 

Mr. Suaw. Our problem is procurement of repair parts for con- 
struction of equipment, since the manufacturers are requiring a prior- 
ity, in view of the fact that most of their calls are from contractors 
themselves who have an MRO. 

In our case we are repairing it for resale and therefore do not have 
an MRO to apply for the repair parts. 
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Mr. Prourrr. There has been no provision made for that, sir. The 
man who owns the equipment shall issue a 97 to secure repair parts 
for the machine he owns and operates. 

Mr. Suaw. We own this equipment and want it for resale. 

Mr. Pruirr. The only thing is you can sell the machine as is and 
he can buy the parts for it and repair it himself. 

Mr. Suaw. Our machines require 4 to 6 weeks to overhaul. When 
a man wants a machine, he wants it in less time than that. 

Mr. Prurrr. The same problem confronts the man that takes in 
a sewing machine and sells a new one. There is no provision under 
existing regulations whereby the man can take that sewing machine 
and get repair parts for it. If that machine had remained in the 
plant where it had been operated, the owner could have extended the 
97 and repaired the machine at his plant. 

Mr. Muvrer. What kind of machine is this? 

Mr. Suaw. Construction equipment; power shovels and tractors 
and so forth. 

Mr. Mvuurer. In other words, if this man was going to use this 
machine himself, to go out and get a contract in which he is going 
to use the machine, he can issue an order for himself and get the repair 
parts. 

Mr. Pruirr. He ean originate the 97. 

Mr. Mucrer. If he wants to sell it to somebody, he can sell it to 
the man and then that man can come back and hire him to make the 
repairs ¢ 

fr. Prurrr. That is right. 

Mr. Mutrer. It seems ridiculous to me that people are given that 
kind of run-around. T don’t mean you, Mr. Pruitt. 

The committee will look into this and see what can be done about 
a proper regulation. 

Mr. Prurrr. That is the limitation of the existing 97, or regulation 4. 

Mr. Motrer. We will try to change that very quickly. 

Mr. Wictiams. That is one of the fallacies of this 97. By reason 
of the fact there is a good deal of equipment, heavy equipment, as 
well as light and woodworking equipment, that should be put in the 
jobs—but in order to do that we are selling quite a bit of new equip- 
ment these days to people who are building bridges and freeways 
and buildings that are essential in our everyday living economy. 

If we could take an old piece of machinery and order parts and 
overhaul it and make a good piece of equipment out of it, it will go 
out and do a good job. 

Mr. Murer. It will take a lot less strategic material to put a ma- 
chine in good shape. 

Mr. Wittiams. That is true. Another thing is, we can’t keep wait- 
ing for parts, either. If a man gets a priority to order the parts and 
then waits for months for the parts to come in, the war could be over 
and we would probably be wiped out by then. 

There is one other thing. Of course, we realize that you try to 
get the best and qualified men to represent NPA and half of the priori- 
ties. But we feel that there is an urgent need that someone be there that 
knows our business, like during the last war, to have an individual 
who is familiar with construction equipment that knows a dragline 
from « tractor, for instance. It really requires an engineer or con- 
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struction engineer who has had experience with equipment to really 
understand who needs a certain piece of equipment and who doesn’t. 

We feel it is just as important we have somebody qualified for that, 
because it will put the equipment in the hands of people that need it. 
I think Mr. Shaw can bone on this. 

Mr. Mutter. I am advised in this area we do have engineers and 
construction men on the staff of the local NPA who are familiar with 
those problems. 

I think the difficulty with this precise problem emanates from 
Washington. I think that is where the regulation may be corrected. 

Did you make any representations to Washington about this regu- 
lation ¢ 

Mr. Suaw. No, sir: we have not. Mr. Dewar did suggest that to me, 
and in the meantime I heard of this meeting coming up and I waited 
for the meeting. 

Mr. Movrer. I wish you gentlemen would make those representa- 
tions on your own behalf, and keep us advised of what happens. We 
will follow it through on our end. 

Mr. Koerrers. Mr. Shaw is a regional director of the National As- 
sociation of Equipment Distributors. I think a letter from Mr. Shaw 
would be in order on that. 

Mr. Suaw. As a director of the eleventh region, which consists of 
California, Arizona, and Nevada, we have approximately a hundred 
member firms in this area, known as the Associated Equipment Dis- 
tributors of heavy construction machinery, consisting of cranes, drag- 
lines, crawler tractors, air compressors, mixers, and all types of con- 
struction equipment, which is very essential, although not only to 
— war effort but to the welfare of the State-and city as a whole out 
iere. 

We find that our customers who are contractors, doing civilian 
construction work, the building of highways and bridges and defense 
housing, war housing, drainage work, and all that sort of thing, they 
are in need of construction equipment and they do not have a priority 
set-up or defense-order rating wherein they can bypass that on to us 
for the purchase of that equipment. 

The only defense orders that have been issued have been issued by 
the Government on the spot, you might say, for construction for the 
war effort. There are none of those exist in the continental United 
States. For that reason we feel that it is very necessary and urgent 
that something be done at once to formulate a program wherein a 
contractor or the State or the county or the city can request a priority 
rating which can be passed on to the manufacturer for the replace- 
ment of that steel. 

If the contractors are not permitted to secure a priority rating, in 
order to get this capital equipment, to do the various jobs here in 
this country, we are going to And ourselves in a very deplorable state 
of affairs, because construction equipment is a highly expendable 
item and has to be not only replaced but maintained, like these gentle- 
men speak of. There have been no ratings whatever at the present 
time. 

Mr. Mvuvrer. You gentlemen, do you have any representation on 
the Equipment Advisory Board in Washington ? ‘ 

Mr. Korrrers. We have a national affairs committee back there 
and we have some representation back there, but there seems to be 
nothing accomplished as yet. 
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Mr. Moucrer. I am talking about the official advisory board set up 
by NPA as an advisory board to NPA in Washington. 

Mr. Koerrers. They are formulating a committee of, I think, 15 
men. There seems to be nothing accomplished as yet. 

Mr. Murer: Don’t wait for the advisory board, but please present 
your problem directly to them there, where the regulation must be 
changed. 

Mr. Korrrers. If you will recall in the last war we were able to go 
to a local board right here in Los Angeles and secure a priority rating, 
either here, or it was passed on to Washington for approval. And 
each and every tractor or crane or shovel received a certain rating, 
which was passed on to the manufacturer, and shipment was made. 

Mr. Mucrer. fF think we will eventually get back to the regional 
controls. In the meantime you will have to go to the central control 
authority, until those regional controls are set up. I think some re- 
gions are much further ahead than others. In some regions we have 
gotten to that point already. But, unfortunately, the regulation has 
not proceeded that far. 

Don’t wait for the region to be set up that way, go to the source in 
the meantime. Eventually, I hope you won’t have to go that far, but 
you will be able to do it right here at home instead of at Washington. 

Mr. Korrrers. The distributors are now being penalized, due to the 
Government priorities taking the machines that they have on order. 
The Government priority is coming in and sweeping that machine 
right off the flat car. 

When it is ready to go out to the county of Los Angeles, for instance, 
they had a 214-yard shovel on order for the bridge division of the 
county here. It was commandeered by the Government, through a 
defense-order rating, and that happened in January and it was taken 
away from them the last of March. 

The county of Los Angeles does not have a rating wherein they 
can pass on that rating to secure the heavy construction equipment 
which is so vitally needed within the city itself. Something should 
be done as quickly as possible. 

Mr. Mutter. You are quite right. I think you men must initiate 
these things, to begin with. 

You have a trade association here, Mr. Bates ? 

Mr. Bares. Yes. 

Mr. Muurer. Won't you follow the suggestions we have made and 
advise us of your progress, and we will follow it independently. 

Mr. Suaw. Yes. Thank you. 

Mr. Koerrers. Thank you. 

Mr. Wituiams. Thank you. 


STATEMENTS OF OTTO K. OLESEN AND NOBEL B. GOWING, OTTO K. 
OLESON CO., HOLLYWOOD, CALIF. 


Mr. Mvuvrer. Do you have a statement you want to file with us, 
sir? 

Mr. Gow1na. Yes. 

Mr. Mvcrer. All right. And then be as brief as you possibly can 
in telling us about your problem, please. 

Mr. Gowrna. It is a pleasure to appear before you as a representa- 
tive of the Otto K. Olesen Co. We qualify as a small-business firm 
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engaged in the manufacture and distribution of electronic and light- 
ing equipment, having been in business for the past 32 years employi 
approximately 50 people, many of whom have been on our payroll 
for a good many years. 

These two fields of activity are closely related to the general level 
of industrial, school, and public building. As the level of building 
activity changes, so does our business. 

Today we are faced with a curtailed volume because of the limits 
placed on certain classes of building. In addition to curtailed volume, 
our costs of doing business have gone up because of inefficiencies re- 
sulting from material shortages and extra expenses because of Govern- 
ment regulations. 

The picture we face is a serious one, as our capital structure does 
not permit a prolonged period of operation at a loss. We must operate 
our business with a reasonable amount of profit. 

To increase our volume and maintain a volume sufficient to assure 
us a margin of profit can be done in one of two ways—by broadenin 
our market territorially or increasing our market with a broadenec 
product line. 

The first is not possible because material and supplies are restricted 
and we cannot obtain an increased volume of merchandise. , 

The second is not possible as new lines are not available to us because 
of curtailed production by manufacturers for normal business to the 
point where they are not taking on any new distribution accounts. 
The only alternative available to us is to offset our decreased volume by 
securing business in the defense production program. 

In our company we have the manpower, the production facilities, 
and the know-how required to participate in the defense program. 
During the past 3 years we have enjoyed a small amount of military 
business, secured under the competitive bidding procedure. As the 
procurement by the military branches of the Government was — 
up, we became more active in bidding on those items falling within 
our scope of activity. We have not been successful in securing con- 
tracts during the last year and one-half, but have felt that were we 
vermitted to continue to bid on the various procurements, sooner or 
ater we would be successful. 

It became evident to us about 5 months ago that competitive bidding 
was being stopped and procurement handled by negotiation. We hope 
that we have established ourselves with the Air Corps for our par- 
ticular line of products and will be invited to negotiate on certain 
photographic items. 

We have been requested to present proposals in three or four cases 
under the negotiation program. In these cases the term “negotiation” 
is somewhat misleading in that it is still competitive as more than 
one firm is requested to submit proposals, and award is presumably 
made to the lowest bidder. 

We can see where the negotiation basis gives the procuring agency 
somewhat more flexibility in their action than was true under the 
competitive bidding practice. 

Our analysis of the procurement problems under the negotiation 
set-up leads us to the conclusion that we cannot afford to secure busines- 
from the armed services. : 

Personal contact with the many procurement agencies throughou' 
the country must be carried on to the end that these agencies will 
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invite proposals from us. The cost of such contacts would be pro- 
hibitive. 

Taking a realistic attitude, we would enjoy working with the Gov- 
ernment agency on a negotiated basis were we well established in those 
agencies or were we assured that we would be requested to present 
proposals on all procurements of material which we Cie nl 

We feel that qualified bidders would be requested to negotiate; 
that we would not be competing with new firms or firms without fa- 
cilities who plan to provide same should they be successful in secur- 
ing the contract, or by firms in some other field who intend to produce 
a new type of product. 

The committee would probably like to know of some of the prob- 
lems we have had. We have no way of knowing what is being pro- 
cured so that we may request from the various agencies the opportunity 
to present proposals. 

The major problem has been our inability to secure requests for 
proposals and specifications from the various services in time to pre- 
pare bids for submission by the opening dates. Insuflicient time is 
allowed for this, particularly in the case of west-coast concerns who 
wish to bid on procurement emanating from agencies in the eastern 
part of the United States. 

We have tried to augment the information received with requests 
for proposals from local offices but find that the local offices are not 
supplied with complete sets of specifications, and many of the pro- 
curing agencies do not have offices or representatives in this area. 

More recently we have been requested to present proposals through 
the Armed Forces at Wright Field who are handling the buying 
of photographic lighting equipment for the Signal Corps. 

We have on hand one procurement request which was received by 
us on the 19th of March, having been mailed from Wright Field on 
the 15th of March, calling out certain specifications which were not 
supplied with the request for proposal. 

Immediately upon receipt of this request a telegraphic request for 
the necessary specifications was sent to the Signal Corps office at 
Philadelphia, and to date no reply or specifications have been forth- 
coming. 

These same specifications have been requested by telephone through 
the procuring office at Wright Field, which in turn has requested that 
specifications be forwarded to us. This delay seems inexcusable. We 
have been asked to have our proposal in Wright Field by the 10th of 
April. If any engineering design work is required in the preparation 
of our proposal, you can see it does not leave us much time. 

We hate to suspect malpractice, but we cannot help but feel that 
certain firms may be getting preferential treatment by making it dif- 
ficult for other firms to secure necessary information in order to bid. 
We could very readily become discouraged to the point where we 
would rather refrain from bidding on Government procurement rather 
than buck and fight the red tape which must be overcome in order to 
gain the privilege of bidding on Government work. 

Our company is vitally interested in becoming a partner in the 
defense program. We were actively engaged in the program during 
the last war, supplying equipment and services to local buying agen- 
cies. Somehow or other we expect to be active during this emergency. 
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We are in the manufacturing of the photographing and theatrical 
lighting-equipment business. During the past 3 years we have had 
three soll Government contracts. They were received prior to 1949, 
Since that time we have been bidding on open calls for procurement. 

We were not successful in securing any of those contracts, but start- 
ing about 5 months ago the open bidding or competitive bidding was 
apparently withdrawn by the procuring agencies that buy that type 
of equipment, and it was transferred over to a negotiating basis. 

Under the negotiation system we have no way of knowing or findin 
out when procurement of that type of equipment is coming up, an 
we do not have the opportunity of bidding on those procurements. 

Our type of equipment is procured by a good many of the agencies 
all over the United States. The smaller agencies we do hear from, 
some of the local United States Engineers offices, but the procuring 
agencies for the armed services—the Air Corps, Quartermaster Corps, 
the Navy, and the Signal Corps—are all being handled by negotiation 
now, and we are left out of that program. 

Mr. Murer. You have qualified with those agencies ? 

Mr. Gowrne. Yes; we are on record. 

Mr. Mutter. You indicated to them your desire to bid ? 

Mr. Gowrne. That is right. We are not in a position to travel men 
to the eastern part of the United States and call on them and keep in 
touch with them to the point they will bring us in on negotiations, 
They are not obliged to go to all sources of supply, under the negotia- 
tions system. 

They will select two or three or four suppliers and call them in to 
negotiate. We have been called in by Wright Field, but that is the only 
agency. 

“Mr. Mutrer. What other agency have you qualified with ? 

Mr. Gowrne. We are qualified ; at least we are listed with the Navy 
and with the Signal Corps and the Quartermaster Corps. 

Mr. McKinnon. Where are those offices located ? 

Mr. Gowrna. The Signal Corps is in Philadelphia. The Navy is in 
Philadelphia. The Quartermaster Corps is in New York. 

Mr. McKinnon. Does the Navy purchase any of your product out 
here on the coast ? 

Mr. Gowrnea. Through the Signal—I mean through the Air Corps. 

Mr. McKinnon. Here in the local office ? 

Mr. Gowrne. No; through Wright Field; nothing is purchased 
through here. 

Mr. Murer. You can get your information at the local office as to 
what items they are seeking ? 

Mr. Gowine. No; they are not listed to bids. 

Mr. McKrynon. I think Colonel Phillips can throw a little light 
on the way the bids are handled. They put out more than three or 
four usually? 

Colonel Putiuirs. They usually contact enough people from their 
bidders’ list to insure competition in their negotiations. They don’t 
contact the entire bidders’ list each time they are going to negotiate. 
They do try to rotate on the suppliers, so everyone will get a chance, 


an equal number of times to negotiate, when they have something 


coming out. ; ; 
Mr. McKrxnon. To make a negotiated bid, or to get a piece of nego- 
tiated business, they have to go back to that office and negotiate? 
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Colonel Puiiiips. No: not necessarily. 

Mr. McKrixnon. They could negotiate through the Air Force office 
locally for a procurement from Wright Field? 

Mr. Gowrne. It must 

Colonel Puttuies. If it isan item that comes out on a schedule, where 
the Air Force or Signal Corps are asking for a manufacturer’s best 
price, they will usually not call them back in to secure that price. 

If it is the research and development type of thing, I would say 
they generally call them in and discuss the supplying of the material 
on negotiation, and they probably ask for the best price. They take 
from that what they consider the best deal for the Government and 
go ahead and award the contract, without calling anyone in, calling 
anyone bach: to talk to. 

Mr. Gowinc. We are in the position where we would like to bid on as 
many procurement bids as fall in our field of activity. 

The procurement of photographic or theatrical lighting equipment 
is net large. There are a number of procurements issued each year. 
We woule like the opportunity of bidding on all of them. 

That was true when it was put out to open bid. Under the negotia- 
tion set-up we have no advance notice of it. We don’t know when to 
go back to them and say, “We want to bid on procurement of such and 
such an item.” 

Colonel Puttyips. It isn’t necessary to go back to them each time 
photographic equipment is needed. Photographic items are items 
assigned to the Air Force—— 

Mr. Gowrne. That is right. Theatrical is in New York. 

Colonel Puuurres. You won't have an opportunity under negotia- 
tions to negotiate every time they are going to buy the equipment you 
‘an supply. You will have an equal number of chances to bid, along 
with other suppliers. You won't be called to negotiate or send a 
notice to negotiate every time there is a procurement out. 

They are in a position to provide a lot of that procurement and 
broaden the entire procurement program. Every time they buy the 
equipment you can supply, you will not be always given an oppor- 
tunity to negotiate. 

Mr. Gowrnea. Well, we can understand why negotiation is used for 
classified or secret material. But when it comes to common, practical 
on-the-shelf items, we can’t see the justification for a negotiated basis, 
because it does preclude certain people from bidding on it who may 
be better qualified than those called in, in many cases. 

Colonel Puitiirs. That may well be. Negotiation is based on sev- 
eral things. The necessity for getting the material sometimes has 
something to do with it. Also, it is based on the fact the only way 
the procurement offices have a way of spreading out the procurement, 
as they are to do now, is through negotiations under advertising bids. 

They have no choice, except to award the bid to the lowest qualified 
bidder. Under negotiation they can split it up and divide up among 
15, if they see fit, if it is a procurement that can be divided. That is 
one of the reasons some of those procurements are being negotiated 
now, rather than advertised. 

Mr. Gowrnc. We have one other problem we have run into in the 
few cases where we have had an opportunity to bid or have been called 
in on negotiations. Because of the distance out here, time is a factor, 
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and we find that calls for bids are issued with not enough time between 
the date of issuance and the date of opening to provide the west-coast 
manufacturer the opportunity of working up his estimates, proposals, 
and securing the necessary specifications, which you may have to get 
from the East. 

In many cases there is only a week or 10 days elapsed time. That 
is not enough for west-coast manufacturers. 

Colonel Putuips. Sir, the policy has always been at least 30 days 
would be given on advertised bids, and the procurement offices had 
been asked not to put them on the Department of Commerce synopsis, 
even if there was less than an 18-day delay. However, after the 
Korean incident began and procurement was stepped up so rapidly, 
it was true that a lot of things were advertised with very short time. 

The Munitions Board has long recognized that is working a hard- 
ship on a great many bidders, and they are trying now to have procure- 
ment planned again far enough in advance so that 30 days or approxi- 
mately 30 days can be given on that material, to give everyone an equal 
opportunity to get their bids in. 

Mr. McKinnon. That has been one of the most prominent com- 
plaints we have had on the west coast. 

Mr. Gowrne. We are a long way from the East. 

Mr. McKtnnon. We hope something can be done on that. 

Mr. Gowrneo. A number of services, particularly Signal Corps, do 
not have a local office out here. I believe they have one representative 
who is an inspector of packaging only. 

If you get a contract or you get a bid request that emanates from 
the Signal Corps. you have no way of checking on specifications or 
any information locally. 

We have right now a request to submit a proposal to Wright Field 
on a photographic lamp. Immediately when I received the request 
it was—they did not send the specifications along with the fot ong 
I wired Signal Corps in Philadelphia. That was 2 weeks ago. We 
have never had a reply or the specifications sent to us. 

We have been on the telephone with Wright Field, asking them to 
expedite the specifications to us. Then I receive a wire from Wright 
Field saving my proposal must be back at Wright Field on the 10th of 
April. We are not in position to bid, and I don’t know why the delay, 
but we should be able to get the specifications. 

Colonel Patties. Did you try at the Air Force local office? 

Mr. Gowtnc. I have tried. 

Colonel Pumites. They were not available? 

Mr. Gowrna. No. 

Colonel Pures. It is possible they are out of the specifications 
and waiting for another print on it, to send them out. That may be 
what held it up. 

Mr. Gowinc. Sometimes you feel that maybe they are not making 
it easy for you to give specifications, for one reason or another. I 
don’t know. 

Now, the Quartermaster Corps in New York, we were submitting 
bids on theatrical equipment. We have not been able to get any re- 
quest to submit proposals from them in the last 6 months. We don’t 
know what they are procuring. We know they are procuring the- 
atrical equipment. 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 1065 


Mr. McKuyxwon, Certainly their turn should come up in a 6-month 
period. 

Colonel Patties. Certainly, if they are buying equipment. 

Mr. Gowinc. We know they are buying. 

Colonel Puituirs. You are sure you are registered with them ¢ 

Mr. Gowine. Yes. We can tell by the notice of award of con- 
tracts. We know what equipment is being procured, but we don’t 
know when it comes up for procurement nor have we been called in to 
bid. 

Mr. McKinnon. Will you run that down, Colonel Phillips? 

Colonel Puttirrs. Yes. I don’t know of any reason why you 
shouldn't have heard from them in the last 6 months. 

Mr. Murer. Both New York and Wright Field. 

Mr. Gowrne. Yes. Thank you, gentlemen. 


STATEMENT OF ROBERT J. WALSH, REPRESENTING ESSICK 
MANUFACTURING CO., ROSE MEAD, CALIF. 


Mr. Watsu. We are manufacturers of construction machinery with 
distribution throughout the United States and the world. 

I wanted to voice my sympathy for Bert Shaw and Mr. Williams, or 
whoever was just here. We understand their problem. 

We have our problem. We can’t get steel and we need the DO 
ratings. If you can work out a solution to that problem, ours is 
solved, too, in one way. My particular interest is that back in 1949 
and 1950, early part of 1950, we were getting our share of the Govern- 
ment business. We manufacture a low-cost construction equipment, 
and consequently when we had an opportunity to bid we were more 
often than otherwise the low bidder and were awarded the contract. 

With the advent of the Korea incident we were told that there was 
going to be more and more procurement by the Government, and in 
order to participate, why, I prepared a catalog and a letter of trans- 
mittal and mailed it out to 197 different procurement agencies 
throughout the United States. 

I also, in September, 1 believe it was, of 1950, made a visit to all 
the major procurement agencies that buy our type of equipment, and 
since then we haven't had any opportunity to bid. I say “any,” but 
I really mean relatively none. 

We don’t know whether by asking to be put on the mailing lists we 
have disqualified ourselves, or what the particular problem is. 

I went to Washington, D. C., and on the way there I stopped off at 
Chicago and found out they were buying road drillers exclusively. 

When I visited Hueneme a short time before that, they understood 
they were buying the road drillers. But Chicago engineers apparently 
are doing all the read-driller buying for the military. 

That has confused me considerably, inasmuch as my contact at 
Hueneme told me that they understood they were buying, and I even 
brought records from my trip to Washington to convince them other- 
wise. 

When I went to Washington, D. C., I was directed to the Defense 
Division there and talked with Lt. Joan Flicking, who was quite con- 
cerned over the fact so many manufacturers had read the newspapers 
and found out the Government was raising the taxes and buying more 
equipment than they ever bought before, and she couldn't understand 
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it. To her knowledge they only had a $25,000,000 appropriation, and 
it was already spent. 

When I was quite interested to know why we didn’t hear about it, 
anything about it, why, she referred me back to the engineers in 
Chicago, and I explained I had already been there. Then she referred 
me to a lieutenant or commander, I believe it was—yes: Commander 
Rowe, of the Yards and Docks, with quite a bit of concern im her voice, 
because she was trying to get me out of her hair in Washington. 

The commander wasn’t there when I called. However, I was told 
by somebody else to go out to Fort Belvoir; I believe you gentlemen 
from Washington know that betterthan lL. 

I went out there and found out we had to go through a procedure 
of getting our equipment qualified, so we tried to go through that 
procedure with them, and we succeeded in getting in some of their 
specifications changed that wouldn’t eliminate us. 

I have been listening to some of the problems here, as being ex- 
plained by the fact efforts have not been made directly in trying to 
get on these mailing lists and trying to get the chance to bid on the 
equipment that is required. 

Now, we have done everything we possibly can that we know of. 
We got every booklet published by the Army and how to sell the 
Army and how to sell the Navy, and by the chamber of commerce and 
Department of Commerce, and that is where my mailing list for 197 
different procurement agencies originated. We contacted them all, 
and we are still unsuccessful. 

Now, where to go from here is one of our particular problems. We 
want the business. We have the equipment. We have the facilities. 
We know they are buying. 

Mr. Muvrer. What product do you make? 

Mr. Watsu. Road rollers, hoists, pumps, compressors, weed- and 
pest-control units, gold dredgers. plaster and mortar mixers, concrete 
mixers, and evaporative-air coolers. We also manufacture air-condi- 
tioning equipment. We have a complete line of equipment. 

Mr. Mutrer. Commander Loomis, does your agency here use any 
of these items ? 

Commander Loomis. I recognize the gentleman. Yes, sir; we do 
business with him also. He gets contracts out of our office, I am sure. 

Mr. Watsn. We have; in 1950 and early part of 1951 we have had 
a number of telephone calls to the Bureau of Yards and Docks 

Commander Loomis. Navy purchase order. I think I signed an 
order for you yesterday. 

Mr. Watsu. An air compressor. I never eliminate ourselves from 
any business. It has dropped off considerably since we made an effort. 
That may be because we are an agent of a number of eastern engineer- 
ing companies out here and do spare-parts business. 

Commander Loomis. It is pretty good ? 

Mr. Wausu. We are getting ratings. 

Mr. Murer. How about the Yards and Docks? 

Commander Hanson. We assigned you defense-order ratings on 
parts. We know you. We have done considerable business with you. 

Mr. Watsn. As I said, in 1949 and 1950 we had a nice volume of 
business from the Bureau of Yards and Docks. . 

Commander Hanson. The engineers are doing the buying? 
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Mr. Watsu. There was a confusion existing on that as of the first 
part of this year. The Yards and Docks thought they were buying, 
and the engineers were doing the buying. 

Commander Hanson. The assignment was in general language, 
road-maintaining and paving equipment. It was not enumerated. 
Therefore, for a time there was doubt as to who was to buy what. 

For example, under that the Army was buying scrapers, although 
the assignment tells our office to buy all the road-maintaining and 
paving equipment, which normally includes scrapers. . 

Mr. Mourer. With that confusion, if he concentrates on the engi- 
neers, he may get some more orders? 

Mr. Watsu. Yes. One other problem: The Bureau of Public Roads 
has been identified to us as buying millions of dollars’ worth of con- 
struction equipment. They said when I was there they had to spend 
$1314 million for construction equipment at that time and didn't 
know where to get it. 

The construction equipment was to be procured under a_specifica- 
tion originating in Turkey and Thailand and elsewhere. We asked 
about it, and they couldn't change the specifications. So we asked 
to have the people over there identified to us so we could influence 
them to consider our specifications. 

They told us that was highly confidential. I found out the name 
of one man, Williams, over in that area. I was told by Dane to write 
to Mr. Williams. When I wrote to Mr. Williams, he referred me back 
to Mr. Dane. We still see the Bureau of Public Roads are buying 
equipment for Thailand and Turkey and elsewhere throughout the 
world. 

Mr. Murer. Who was doing that buying? 

Mr. Watsu. R. A. Dane, in the Bureau of Public Roads. 

Colonel Prius. Was that under the ECA program ? 

Mr. Watsu. I don’t believe it was. I believe it is under the General 
Services Administration. Is that ECA? 

Colonel Puttiirs. They are buying it for ECA. 

Mr. Wausu. I get ECA publications. I don’t see it. 

Mr. Mvuurer. Who is Mr. Dane? 

Mr. Watsn. He is the procurement agent of the Bureau of Public 
Roads in Washington, D. C. 

Mr. Braprorp. I am Mr. Bradford, from General Services Admin- 
istration. The Bureau of Public Roads, by act of Congress, in one 
of the reorganization steps a few months ago, was taken out of the 
General Services Administration and put into the Department of 
Commerce. 

Mr. Muvrer. Mr. Bates here is not going to change any of those 
specifications for you, but IT am sure Mr. Bates can find out who in 
Washington you should contact. 

Mr. Wausu. I would appreciate that. 

Mr. Mutrer. If by the time we reach them they haven't referred 
it to another depart ment, perhaps we can do it. 

Mr. Watsn. We are not limited in travel. We cover the United 
States and part of the world. We will be glad to cover any place 
you can pinpoint with the man that we are supposed to see. 

Mr. Muurer. Mr. Bates, will you try to find out who in Washington 
in the Department of Commerce we should contact ? 

Mr. Bares. Yes. 
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Mr. Watsn. We are bothered by the lack of lead time. We used 
to get our information on bids from the United States Advertiser. 
They used to give us generally 30 days between; then the Advertiser 
started arriving at our office with the notification the bid should have 
been submitted yesterday. We put in our complaint with the Depart- 
ment of Commerce and every place else and probably did our best to 
get this new publication issued to give us a daily report on the re- 
quirements, but once again that daily report summarized the items 
of $25,000 and over. 

We are only interested in the items selling for $400 or $500 each, 
plus the road drillers, a couple of thousand dollars. 

Mr. Muvrer. The matter of time is one of the problems on our 
agenda that we must try to straighten out. 

Mr. Watsn. We were told we should contact the procurement 
agency direct, and we have done that, and we are not getting the 
results. We know that they are buying, but we are not in on the 
picture. 

Mr. McKrywon. Are they buying, do you think, on negotiated con- 
tracts? 

Mr. Watsn. We know they are. When I was in Chicago at the 
engineers’ office there, they told us that they would put us on the mail- 
ing list so that we would have our rotation in the negotiated purchases. 
But we are in California and we would have to fly back there every 
time they ordered a compressor, only to find out it wasn’t our 
specification. 

We tried to work out an arrangement whereby our representative 
in Chicago, our own outlet, would have a dual identity, both as a 
dealer and direct factory representative, so he could kind of process 
those requirements to see whether we were qualified and if we were 
we would take action. 

Commander Loomis. Might I say something? 

Mr. Mutrer. Yes. 

Commander Looms. I believe some of the gentlemen here in the 
building have a misinterpretation of negotiations. It isn’t necessary 
for the contractor to be present in the office of a procurement officer 
when a negotiation is started. 

You are requested by a letter to submit a proposal to furnish cer- 
tain types of equipment or do a certain job, You return that pro- 
posal at a certain time, and it is considered with 15 or 20 other pro- 
posals that come from 15 or 20 other contractors. 

If your proposal is $10,000 and another competent contractor's 
proposal is $5,000, naturally you won't get called in on that particular 
negotiation. It isn’t necessary for the contractor to be in the office 
of the contracting officer when a negotiation is being started. He 
might be called in some time before the negotiation is finished, if he 
would be in the running for the contract. 

Mr. Mcrrer. In other words, if there is a small difference between 
the prices, bet ween the proposals, those men will be sent for and given 
an opportunity to discuss cost and price, and so forth ¢ 

Commander Loomis. Yes. He might have a fully enclosed explo- 
sionproof motor in his piece of equipment, where the other fellow 
with another type of motor which would make a difference in the cost 
listed on it, and the man that is $5,000 higher wouldn’t be contacted. 

He could find out how the contract was awarded by asking the con- 
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tracting officer, and he would tell him it was awarded for so much 
money. But only the awarded costs is information that is available to 
the people who are invited to submit proposals. 

Mr. Mvurer. Another very important reason for negotiation 
rather than competitive bidding is in order to be able to spread out a 
large quantity of merchandise or purchases or awards among small 
business rather than letting one man come in and bid for the whole 
thing and letting the lowest bidder on the entire contract get it. 

Commander Loomis. That is right. 

Commander Hanson. We don’t negotiate arbitrarily or across the 
board. Decision must be made in the light of the circumstances of 
each particular requirement, whether it will be advertised or nego- 
tiated, considering the factors of whether it is new or broadens the 
industrial base or the intensive competitive aspect of the procure- 
ment; and on those factors will the decision be made. It isn’t some- 
thing we do without thinking about it. 

Often we decide this will not be negotiated but that formal bids will 
be solicited on a particular item. 

Commander Loomis. That is the same policy in our office. 

Colonel Puitiies. I understood it was said that the daily require- 
ment sheets were only carrying things over $25,000, I believe that is 
being confused with the contract award list that comes out at the end 
of each week, which is limited to contracts over $25,000, but that is not 
true of the daily requirement sheet. They carry everything that is 
going to be advertised each day. But the 

Commander Loomis. Eighteen days or longer. 

Mr. Watsu. Eighteen days’ time lag? Hasn't that recently been 
changed in the policy, when you eliminated the identification of 
items? 

Colonel Puttirrs. No. We haven’t eliminated the identification 
of items. On the contrary, the award list that comes out—at the end 
of the list we have eliminated the number and dollar volume of the 
award. 

But you were talking about the daily requirement sheet that tells 
what we want to buy. That does not only take in items over $25,000, 
That takes in everything. 

Mr. Watsu. We were led to believe that by not seeing any of our 
small-priced equipment on it. 

Mr. Mvuvrer. If you will go upstairs with Mr. Wahlgren, of Mr. 
Bates’ office, they will supply you immediately with the name of the 
man in Washington you should contact in the Commerce Department. 

If you will get busy on that before the week is over, maybe you can 
get hold of the right man. 

Mr. Wats. One more problem is that we are not a manufacturer 
out here of both the air-conditioning equipment—we call it evaporat- 
ing air coolers—we are not legally allowed to call it air conditioning. 

Ve are obligated to apply to the air-conditioning division as of the 
last war for our allocation of steel for our existence. 

Now, they are our industrial enemies, and they have ruled we 
shouldn’t even refer to ourselves as air-conditioning equipment, in 
order to comply with the Government and stay in business, that we 
have to call ourselves air-conditioning equipment and apply to them 
for allocations of steel. 
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In order to prevent that from possibly happening again, we would 
like to consider an industry advisory committee made up of evapora- 
tive air cooler industry men. However, we are warned if we did so 
we would like the prestige of the air-conditioning division and we 
would be—it would be lacking to our betterment. 

Sterling, Smith, and Chrysler are big enough to get steel allocated. 
But if such a program under PMC should exist, we would like to ride 
along with their prestige. We wouldn't like to have to beg to them, 
as we did when Sterling, Smith, and the rest of them were running 
the show the last time. 

Mr. Muvrer. That will receive our attention, too. 

Mr. Watsu. The same way, we are a western manufacturer. As 
I see it, we have no representation on any advisory committee in the 
construction-machinery industry. 

Mr. Mvuvrer. Have you requested or suggested or recommended 
someone to serve on that committee ¢ 

Mr. Watsu. I was in the Department of Commerce office in Wash- 
ington, D. C., when an agricultural man was in charge of the construc- 
tion-machinery division. They haven’t formulated it yet. At that 
time I officially applied with him, not to necessarily get a member of 
every manufacturing industry, but we volunteered—but to get some 
member of some western manufacturer named to that committee, so 
we would have—we didn’t want to be regulated without representation. 

Mr. Muurer. Do you have a trade association ¢ 

Mr. Waisn. We have the Associated Equipment Distributors. 

Mr. Mutrer. I suggest that association make a recommendation to, 
I think it is Mr. Beasley, who is setting up these advisory committees 
in Washington, and have them Seeamennnl somebody on behalf of the 
industry. 

If you are a member of your chamber of commerce, have them make 
a recommendation, too, to someone to represent the industry on the 
appropriate advisory committee. I am sure it will be done. 

Mr. Wausu. Thank you. 


STATEMENTS OF JAMES LEROY KING, REPRESENTING KING ELEC- 
TRIC CO., LOS ANGELES, CALIF.; AND JACK RAWLINS, REPRE- 
SENTING NATIONAL ELECTRICAL CONTRACTORS ASSOCIATION, 
LOS ANGELES CHAPTER 


Mr. Kine. We are specialists in commercial building or wiring for 
commercial buildings, and we do most of the work for chain-market 
companies in Los Angeles. 

We at the present time have contracts for three markets and we have 
been asked by the owners if we can furnish the material to complete 
other market buildings. 

I have, in turn, gone to the jobbing houses and manufacturers. They 
have given me verbal promises they could take care of my needs in 
3 or 4 months, perhaps. 

Mr. Mutrer. New construction ? 

Mr. Kino. New construction. 

Mr. Murer. Have you filed an application with the NPA here in 
the building. 

Mr. Krvxe. I am just an electric contractor. That would come 
through the owner. 
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Mr. Murer. How are we to help you? Someone must come here 
and ask for the permit. 

Mr. Kine. They sent me sufficient conduit. As the building pro- 
gresses they can’t seem to supply the circuit breakers for switchboards 
or perhaps larger copper wire in fluorescent fixtures. It takes ballast 
of which there is a shortage. 

If they can’t supply us, how can I obtain them to get these buildings ?¢ 
We have verbal promises from the jobbers—nothing in writing—that 
they can guarantee that. I can’t guarantee it to the owners. 

Mr. Muurer. I am afraid in these troublesome times the best you 
can do is to take conditional contracts conditioned on your being able 
to get the material. Your supplier will not give you a written con- 
tract; if that is true, you had better not give your customer a written 
contract, but a conditional one. 

Mr. Kine. These jobs are on a_ percentage-cost-plus basis. I 
wouldn’t like to have the owners start the buildings if we can’t com- 
plete them. That is my problem—as a service to my customer. 

Mr. Mutrer. I wish I could answer it for you. I don’t think any- 
body on this committee can. 

Mr. McKinnon. That is one reason they put commercial buildin 
on the outside zone. In other words, commercial building is suppos 
to be banned, without special permission. When that — permis- 
sion is granted, it is contingent on that contractor’s ability to get his 
material, 

Mr. King. Two of the building have been given permission by the 
NPA to go ahead with it. 

For instance, in new subdivision tracts, where there is a lot of hous- 
ing going on, there is a necessity for something—for the materials. 
The NPA has given these people permission to build. Now they 
come to me and ask me if—I have served them in the past and they 
think I can do it in the future. 

I hope to do it. But I was wondering if certain kinds of materials, 
a shortage on copper or switchboards, is there any way I can apply 
to obtain any help if a jobber fails me? 

Mr. Murer. I don’t think so. You would have no priority. It 
would not be defense work, although it is essential work. You won’t 
be able to get a DO on it. Failing that, you will have to simply scour 
the market to get your materials. I hope you will be able to get them. 

Mr. Rawuiins. Mr. Chairman, unlike a manufacturing concern or 
processing industry, the electrical contractor works jobs on his bids, 
and he can just go out and try to procure the job. Actually, his busi- 
ness consists only of contract jobs. 

It is unforeseeable in size and duration, and time, and his job is indi- 
vidually bid in competition. Consequently, an electrical contractor 
today doesn’t quite know where he stands, because he can’t get a 
guaranty from a distributor that he is going to get material. He 
can’t get a guaranty he is going to get a price. 

He doesn’t know actually anything. It happens that he could be 
called in violation of his inventory requirements of the copper order. 
That is an essential item to us. Copper is a necessity. 

The contractor, the specialty contractor, as the electrical contractor 
is, or classified, has got to purchase today his copper at the required 
price on a firm bid job. If he is prohibited from doing so, he is going 
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to be forced to drop out of competition, either by refusing to bid on a 
job or adding a substantial amount to his bid, to protect himself. 

Therefore, we are having a terrific time with the members of our 
association, who are ina bind. They don’t know which way they are 
going. A lot of little fellows are having to close up because they can’t 
get this material. we 

We just beseech this committee to see if they can’t eliminate some 
of the blocks in front of us so we can get some of this material. We 
know that the committee is working on that. I heard your answer 
this morning, when I was here, that there is going to be a probable 
suspension of the tax on copper. Of course, that is going to help a lot. 

Now, we do about 1 percent, electrical contractor does about 1 per- 
cent, between 1 and 2 percent of the job on a small house of $1,000. 
He does about 1 to 2 percent of that. The amount of copper is very 
limited, but it is still running a lot of them out of business. 

Mr. Muurer. Of course, as you already indicated, the only hope 
is we can increase the supply. 

Mr. Rawuiys. That is right. 

Mr. Muvrer. And thereby relieve this situation. 

Mr. Rawuins. You just about answered the question this morning, 
when you mentioned that if the tax was lifted by the procurement of 
copper and some of the other vital materials that they would be forth- 
coming. We appreciate that very much. 

Me Bivaien. We hope that be Paces Thank you, gentlemen. 


STATEMENT OF WALTER C. ROBERTS, REPRESENTING GLENWOOD 
MANUFACTURING CO., BURBANK, CALIF. 


Mr. Roserrs. This statement was written following the hearings of 
the committee at Los Angeles on Wednesday, April 4, 1951. Basically 
the problems of all of the witnesses are common to all small business. 
Specifically the obtaining of the correct information relative to Gov- 
ernment functions, obtaining Government contracts, obtaining ma- 
terials with which to perform, and, most important for small business, 
the operating capital for performance of the contract. The basic ma- 
chinery to solve these problems is relatively simple in that it has been 
solved in the past. In order to illustrate how an agency can perform 
the necessary duties we would like to present our experience in the 
development of a relatively new type process and the resulting prod- 
ucts, the subsequent attempts to obtain prime military contracts, and 
our unavailing efforts to obtain financial aid for tooling and materials 
on our present contracts, 

The present operation of the manufacture of plywood to shape spe- 
cifications had its inception in 1945 when Mr. Paul R. Williams and 
Mr. Walter C. Roberts associated themselves in an attempt to overcome 
a major stumbling block of wood plane manufactures during World 
War IT. That is, the inability of wood to be processed and fabricated 
in the same manner as is used for metal. Mr. Williams recognized that 
the process should be reversed and the work proceed from the skin or 
other surface which is to be held to tolerance down to the frame work 
rather than from an internal point outward holding tolerances for 
each submember to obtain a finished surface. The association résulted 
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in the actual fabrication and testing of a segment of a plane wing. 
The photographs of exhibit A show half sections of the wing and 
illustrate the methods employed to make every component a working 
member. 

Due to the relative inactivity of military procurement and the in- 
creased activity of commercial applications of our products followed 
the close of the war, our efforts were directed toward the commercial 
with emphasis upon the development of our processes and the training 
of personnel. During these years most of the techniques perfected 
did not materialize into high production profitable items, but the re- 
sults placed us in a position of over-all know-how to economically pro- 
duce the military items now required. 

During this development period the only direct military work was on 
a wing tank stiffener for Goodyear. Our sample was lighter in weight 
and had a considerably higher factor of safety than the unit which 
was currently in use. Goodyear has moved this division to Akron, 
and we have thus been unable to follow up on it. 

During the months of August and September of 1950, we sent out 
47 letters to military procurement agencies. This letter, a copy of 
which is attached as exhibit B, outlines our history, qualifications of 
our personnel, and the applications of our products to war needs. 

As a result of the 47 letters we are on the bidders list of 8 agencies. 
We have to date received about 10 invitations to bid, none of which 
ras po: any molded wood parts. 

n addition to the letters, we regularly contacted all local procure- 
ment offices. We were encouraged by the naval ordnance testing sta- 
tion in Pasadena to develop a container for a rocket motor. The stages 
of this work, undertaken entirely at our expense, is shown as exhibit 
C. We have had no word since the container was approved in January. 

In our investigations of military applications of our products, we 
discovered that existing specifications for the many products applica- 
ble to our methods did not allow us to bid. The specifications are writ- 
ten in such detail that the replacement of lumber of flat plywood with 
our molded material would not be acceptable irrespective of the prod- 
uct improvement. 

To overcome this condition it is necessary to submit drawings and 
samples of the item which are open for bid and request that the 
specifications be waived to allow for variation to molded stock and 
that the change be included in the invitation. We have been unable 
to follow through on this process in the short time available. 

Our experience with the Pasadena Naval Ordnance Testing Station 
has shown us that we could do a job if it was possible to work direct 
with the design groups on their development. With research funds 
available, this work would only require preliminary contact and the 
actual design discussion could be done by mail. Unhappily, we have 
only one such design group in this area. 

In February of 1950 we made application to the RFC for a loan 
of $25,000 for plant expansion. This loan was refused on the grounds 
of insufficient profit during our development years. Subsequently, 
as we started to obtain small military subcontracts, we applied to our 
and other banks, as well as talking to the RFC for loans to build tooling 
and purchase material, In all cases we were refused. 
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At the present time we have a backlog in excess of $150,000 on 
military work alone, with delivery scheduled to be completed within 
4 months. The major contract is for $136,000, requiring $15,000 for 
tooling and materials. The following program was employed to 
obtain these funds; the results are noted: 

Bank of America NTSA, Burbank, Calif., no aid on subcontracts. 

Community Bank, Burbank, Calif., no commercial loans. 

State Bank, Hollywood, Calif., no new customers; did not look at 
financial statement. 

RFC, 3 to 4 months for completion. 

Department of Commerce, no operation-capital loans. 

Procuring Office, Marine Corps, no advances to subcontractors. 

Private funds, repayment of $22,000 for the availability of $15,000 
principal payments on delivery. 

It is interesting to note here that an individual has more con- 
fidence in our abilit y to produce than the procuring agency placing 
the contract with us. 

One of the major problems of all smal] business is in the budgeting 
of available capital. We are now coupling the problems of produec- 
tion for the increasing demands of the military to our usual prob- 
lems of civilian production. This is not as simple as taking on 
another civilian customer, in that the military in most cases requires 
a volume several times as large as our usual total volume. Our other 
customers advance tooling and material funds, and we feel the military 
should do the same. 

The solution is to us relatively simple. During World War II 
there existed a Smaller War Plants Agency. We were not privileged 
to work with them, but have known people who did. Apparently, a 
situation as we have outlined above was very rare under the Agency. 

Using the basic operating techniques of the old agency, we need 
now merely to give an existing agency the necessary power and 
authority, or better, instead of teaching an old dog new tricks, a 
new agency with local nonpolitical heads. It should be possible to 
select men who had experience under the old agency and have remained 
in related Government fields. With this group we would have— 

1. A central clearinghouse for the skills and know-how of small 
business. 

.2. A group who would know how to introduce new developments 
of the small-business engineers who can’t quite “cut it alone.’ 

3. A better understanding of the location and disposition of critical 
materials. 

4. An intermediary between the procurement officer and the prime 
or subcontractors. Saving the small-business man many cross-country 
trips, which he enjoys but cannot afford. 

5. A source of a working-capital loan not based on a “thick or thin” 
balance sheet, but on management and military productive ability. 

6. A group who could suggest critical material substitutes: for 
example, formed plywood in place of aluminum. 

7. A location for a central file on all Government directives, orders, 
specifications, and other material needed to obtain or perform on a 
contract. 

(Half sections of Glenwood wing illustrating method of structure 
above referred to is attached hereto and made a part of the record.) 
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Mr. Roserts. Exhibit B, consisting of this and the next six pages, 
is a copy of the letter and material sent to 47 Government procuring 
agencies. 


GENTLEMEN: We feel that our produets can help in the war effort and in 
order to help you classify and direct us we are presenting briefly some of the 
advantages of our products, our history, background and qualifications of the 
management, character of the operations, and our financial set-up. 

Since the inception of the company we have specialized in the manufacture of 
molded wood laminates. As industrial processors of molded plywood it has 
been necessary for us to develop a technique whereby wood laminates could be 
produced on a more economic basis than those produced by the usual methods. 
Our method gives high production with low initial set-up and production maint 
enance costs. Although primarily designed for wood the process is applicable 
to bakelite, paper, and similar materials. 

Since January 14, 1949, Glenwood Manufacturing Co. has been a California 
corporation. Previous to the incorporation the company was a copartnership 
composed of Walter C. Roberts and Paul R. Williams. The corporation is a 
regular private corporation with authorized capital of $75,000. Of the author- 
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ized stock $54,000 has been issued. The corporation is at the present time 
negotiating a loan with the Reconstruction Finance Corporation. 

The corporation property at 2606 North San Fernando Boulevard, Burbank, 
consists of four lots totaling 10,000 feet on which there is 3,300 feet of building. 
The major portion of the equipment is special purpose designed and built by 
Glenwood for the lamination process. The balance of the equipment is standard 
woodworking machinery. At present the 11 employees operate the facilities at 
about 20 percent of capacity. 

The two principal officers of the corporation are Walter C. Roberts, president, 
and Paul R. Williams, vice president, both are active in the operations. Mr. 
Roberts holds an A. B. and an A. M. degree from the University of California 
at Los Angeles and has partially completed his Ph. D. in applied mathematics 
at the University of Chicago. 

Previous to World War II he was an instructor in mathematics and engineer- 
ing at UCLA and Glendale College. During the war Mr. Roberts was research 
engineer for Cannon Electric Development Co. and later until the formation of 
the Glenwood partnership chief engineer for the Ajax Forge Co, 

Mr. William is a veteran of World War I and holds an A. B. degree from the 
University of California. Previous to World War II he was a designer and 
builder of modern furniture in his own plant. He collaborated with the foremost 
designers on custom interiors 

It was during this period that Mr. Williams laid the foundation of the present 
method of molded lamination. Due to his knowledge and skill in working woods, 
especially plywood, when World War II became emminent Mr. Williams was 
engaged by Timm Aircraft Corp. (manufacturers of plywood aircraft for the 
Navy and others). 

This work was followed by work with Hughes Aircraft in experimental de- 
velopment on the various Hughes projects. His ability to combine design’ en- 
gineering and wood technology is well illustrated in the aircraft wing which he 
completed. A model was made and tests run with very good results. Mr. Wil- 
liams replaced the usual fore and aft rib stations with an internal cone which 
results in increased usable internal volume of the wing. The design permits 
high production without the close tolerances required by normal design and 
structure. 

During the past 5 years we have made rapid progress in the development of 
Mr. Williams’ basic concept of shaped lamination. Our single mold process 
employing a single contour mold with stainless steel pull and hold bands is very 
flexible and adaptable to a number of shapes. Pressure is applied hydraulically 
and the bonding resins are cured with electronics or resistance heating utilizing 
the steel bands as heating elements. 

We are enclosing a list of possible applications of our products to the war 
effort. Included with the list is a discussion of the advantages of molded 
lamination. 

Our investigations during the past 30 days have led to the conclusion that our 
immediate efforts should be directed to the packaging an dtransport fixture 
field. We can effect a reduction in volume and weight and at the same time 
increase strength of existing package units. 

As an illustration, we have submitted a box to the naval ordnance testing 
station in Pasadena reducing the weight from 29 pounds to 124% pounds. On 
the basis of information now on hand we are submitting a box which will still 
further reduce the weight. At this time we have not received a report on the 
tests to which the box was subjected. 

The ability of our materials to resist crushing suggested its application in 
drop boxes. We have submitted a model of a tubular type box to command 
general, Wright-Patterson Air Force Base. We have requested any available 
information on drop boxes to assist us in further development of the unit. 

If any information over and above that included here and in the attached 
sheets is required, we will be happy to submit it. 


Respectively submitted. 
GLENWOOD MANUFACTURING Co. 


WALTER C. ROBERTS. 


APPLICATIONS OF MoLpep LAMINATES OF Woop 


The uniform high strength combined with low weight of molded laminates 
made of a number of single plys of wood veneer bonded to a specified shape results 
in a product having a wide range of applications. This method of fabrication 
can successfully replace metal or other materials. In many cases the product 
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is superior to one made of metal or plastic. The use of wood with its low 
demands on heavy machinery and skilled labor releases many hours of time 
in these two critical fields. The replacement of existing solid wood parts 
with molded plywood produces more finished units from a given amount of 
raw stock. 

A further increase in efficiency of the end product derives from the correct 
use of technical and engineering data of woods. The following table taken 
from a report of the Goodyear Tire & Rubber Co. with reference to B-50 wing 
tank stiffeners illustrates the possible improvement: 


i 


Stiffener Cross section oe of Weight a |Load safety 

Inch | Ounce/inch In pounds 
ae = 0. 635 5 | 236 | 38S 1. 26 
Sample No. 1 haatiinas . 657 6 . 201 | 617 1, 96 
Sample No. 2 ; . 490 6 161 355 1.12 


The current unit was supplied by another vendor and the samples by Glen- 
wood Manufacturing Co. The Glenwood samples were engineered to the problem 
irrespective of any existing specifications covering woods or number of plies. 
Glenwod is now an approved supplier of B—50 wing-tank stiffeners, 

The basic qualities, high strength, low weight, and freedom from stress in 
molded plywood can increase the payload in aircraft and increase the efficiency 
of ground and marine forces. The molded units are lighter, more compact, and 
of longer service life due to the resistance to crushing. Molding of plywood to 
shape results in a product which is more efficient in its job and at the same time 
increases efficiency of assorted equipment. Instrument containers and auxil- 
iary equipment (stools, shelves, ete.) can be formed with special shapes to mount 
between the frames or ribs of aircraft, small boats, and submarines thus con- 
serving space. The relatively low cost makes possible lightweight, crush re- 
sistant tubes and boxes for drop service. 

Plywood molded for a specific job will reduce the amount of labor required 
to fabricate the finished product. Good corner and joint assembly is a major 
item in wood fabrication. Any reduction in the number of joints to be assembled 
or number of pieces to be handled will reduce the labor costs. Molding results 
in a reduction of both joints and pieces and at the same time gives a corner 
unit with 100 percent strength (uniform strength across corners and sides). 

The process developed by Glenwood is not limited to wood alone. The products 
completed have included laminates of wood, metal, micarta, bakelite, and other 
similar materials. 

Following is a partial list of applications of Glenwood molded laminates for 
war production. 

Aircraft structural: 

Basic trainers: Wings, tail sections, fusilage. (For wings see photos RFC 
application. ) 

Other: Tabs, doors, bulkheads, service ladders, instrument shelves and 
brackets, stiffeners wing tanks, crew seats. 

Aircraft auxiliary equipment: Bucket seats, boarding ladders, jettison tanks, 
auxiliary tank supports and cradles, instrument boxes, map cases, collapsible 
service shelves and stools, control locks. 

General : 

Lightweight packaging and transport fixtures, lightweight expendable drop 
tubes and boxes (crush-resistant). 

Surgical splints, packing and service cases for first aid, instruments, maps, 
etc, 

Furniture components. 


BACKGROUND AND QUALIFICATIONS OF THE MANAGEMENT 


Walter C. Roberts, president 

University of California, at Los Angeles, and University of Chicago: Bachelor 
of arts and master of arts degrees in applied mathematics. University of Cali- 
fornia, at Los Angeles. University of California extension division. Glendale 
City College: Instructor in mathematics and engineering. Cannon Electric De- 
velopment Co., Los Angeles: Research engineer. Ajax Forge Co. : Chief Engineer. 
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Paul R. Williams, vice president 

University of California: Bachelor of arts degree. Paul R. Williams Co.: 
Design and manufacture of custom furniture and interiors; collaboration with 
the foremost designers. Timm Aircraft Co.: Planning, scheduling, and tool 
design. Hughes Aircraft Co.: Experimental and tool design. 
Richard L. Gray, secretary-treasurer 

University of California. University of Southern California Law School. 
University of Grenoble, France, Law School. Royal Academy of Economics, 
Brussels, Belgium. Private law practice (specializing in corporation). Naval 
Air Force, lieutenant commander. 
William Lester Moore, foreman 

International correspondence schools structural engineering. Previous to 
World War II, foreman and supervisor in construction and millwork. Lockheed 
Aircraft Corp.: 5 years in jig department; supervisor, major jigs (35 men) ; 
senior tool designer. G. D. Abram General Contractor: Construction foreman. 
Robert Lamborn, foreman 

Two years machine-shop experience. Story Propeller Co. United States 
Navy propeller specialst. Airplane and engine mechanic. 
Rart X. Brown 

North American Aircraft: Timm Trainer, mandrel half section, form blocks ; 
Masonite dies, mock-up. Morrow Aircraft Co., San Bernardino: Foreman, 
experimental department ; wood tooling for all wood trainer Morrow Victory con- 
version tail surfaces Vultee Trainer to wood; wood side panel for AT—6; wood 
Mae West seat for B-25; wood troop bench for C-47; static tests on wood air- 
planes at Purdue University Morrow Aircraft Co., Canada; conversion of fur- 
niture factory to wood aireraft components. Harlow Aircraft, Alhambra, Calif. : 
In charge of product development section ; developed and tooled for production on 
radar, radio, rockets and panels. 


(Typical Cross Sections in the Development of Rocket appear on 
the opposite page.) 


Mr. Ronerrs. As set forth in my statement and other documents, 
we have a rather unique business in that we make plywood to specified 
shape. We have the usual problems of material, finance, and so forth. 

I would like to recommend, on the basis of our experience and on 
what I heard of the testimony yesterday, or, suggest, rather, that I 
believe there is a fairly simple solution to most of these problems of 
small business. We had it somewhat set up in the past in the smaller 
war plants. I think a similar type of agency now, either assign- 
ment of power and authority necessary to some of the existing agencies, 
or creation of entirely a new agency could solve the problem in pretty 
nice shape. 

Mr. Hitt. You understand, we have a bill like that that we are 
trying to get a hearing on and get passed, Small Defense Corporation. 
That would help. 

Mr. Ronerrs. I realize that. 

Mr. Hix. We are going to do our best. 

Mr. Roserrs. I just wanted my feelings to follow up your feelings. 
We have two problems, basically, gentlemen. We have a product that 
is different in that it is relatively new. We spent 5 years developing 
our method and techniques. 

It is almost impossible for us to obtain prime contracts at the pres- 
ent time, in that, since the material is not widely known, specifications 
do not cover it. There is not ample time to request changes in the 
specifications to allow our products to be substituted. . 





si 
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The Recket Motor Bex now in use is a 
conventional type nail and screw box 
constructed mainly of one inch material 
with cleated ends. The tube is positioned 
with saddles using carriage bolt and wing 
nut clamping. The outside dimensions are 
approximately 9" x 9" x 80" with weight 

in excess of 50 pounds 


On the basis of information available te 
Glenwood,at the time,Sample A was developed. 
The box was designed to the same inside 
dimensions with the ability to be return 
shipped in knock down condition. No nails 
or screws were employed and all clamping 
was done with external straps. All dimen- 


sions less 1 inch, weight 12 1/4 pounds 


Sample B reduced the number of components 
and the cost. Externel strap clamping 


Weight 8 pounds 


Glenwood Sample B 


Sample C under construction. Prime purpose 
cost reduction. Estimated weight on comple- 


tion 15 pounds 


4 Glenwood samples ali have full corner strength 
nme unobtainable with conventional type structure. 


Glemvood Sample C 

I would like, if possible, any suggestions you might give me on 
where we can go to get these materials introduced and hence possibly 
used by some of the procuring agencies. 

Mr. Mcvrer. There may be no time to get this specification changed 
for a pending bid, but certainly there should be time to get it done 
so that you still can get in on some of the bids that would be let in 
the days ahead. 

Mr. Ronerrs. That is right. We have done this: We have attempted 
to work with the design groups we have in this area, NOTS, in Pasa- 
dena. We worked with them on a packaging problem and we came 
out with very fair results there. 

_ However, we have only one such agency in this area, so it is impos- 
sible for us to proceed very farthere. 

Mr. Mctrer. What is your product used for, exactly ? 

_Mr. Ronerts. Well, in the application there is quite a list of pos- 
sible applications. The illustrations I have submitted in the airplane 
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wing we dereloped, just following the close of the last war when 
there was a lot of activity in the wood plane manufacture. 

Mr. Mutrer. What efforts have you made to have it tested by Gov- 
ernment agencies that might be able to use it ? 

Mr. Ronerts. Sir, we have been unable, so far as prime contracts are 
concerned, to get very far. 

Mr. McKinnon. Yours is primarily an educational job. 

Mr. Roserts. That is right, definitely. We have accomplished this 
at the present time and we have military contracts on a subcontract 
basis totaling approximately $150,000. Of this $150,000 worth of 
subcontracts, one contract is $136,000. 

In order to perform on this contract we need operating capital, not 
for expansion. Expansion of our plant facilities is already taken care 
of. We need operating capital, $15,000 merely for the materials and 
labor to perform. 

Mr. McKrynon. You have gone to the bank? 

Mr. Rorerrs. Yes. We have followed the usual string of proce- 
dures. Apparently the situation is—we are a subcontractor is what 
has ri or 

As to this situation now, as far as going down the line, I have an 
individual I will sign with tomorrow that will give me the $15,000 
that I need on a revolving fund, to perform on this contract. 

However, I have heard a number of people say they have found 
financing from private funds. I haven’t been able to find it. 

This man, I will repay him for the use of the $15,000 for 4 months 
on a revolving-fund basis, where he is actually on all expenditures, 
on the checks. I will repay him $22,000. That will cost me $7,000 
to obtain the $15,000 necessary to perform on this contract. 

Mr. McKinnon. How long will the $15,000 be tied up? 

Mr. Roserrs. On a revolving-fund basis, actually, on the basis of 
the contract and delivery. 

Mr. Hu. That is for the contract you have already signed ? 

Mr. Roserts. Yes; already on hand. I originally thought we would 
be able to get advances but when I signed the contract that is what 
I felt we would be able to do. 

Mr. Mutrer. Did you ask your prime contractor for any help? 

Mr. Roserrs. I asked the prime contractor, yes, but sir, we are a 
subcontractor. The prime contractor can’t do anything. He can’t 
obtain advances for a subcontractor. 

Mr. Mutrer. Yes; he can. 

Mr. Rosertrs. Not the way I understand it, sir. A subcontractor 
has no participation in advances, as near as I can determine. 

Mr. Murer. He can get an advance and he can make an advance 
to you. 

r. Ronerts. We asked—— 

Commander Hanson. Yes; he can do that. 

Mr. Roserts. It was with the Marine Corps lieutenant and contract- 
ing officer. I was sitting there with the prime contractor and the 
lieutenant contracting officer, and I asked for an advance or a ruling, 
either direct or through the prime contractor. 

He said, “I am sorry. It will be impossible to make any advances 
on this contract.” . 

Commander Hanson. That may have been the decision would not 
be appropriate to make an advance on that particular contract. That 
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doesn’t mean that the prime contractor can’t, in appropriate cases, 
ret it. 

: Mr. Rozerrs, I didn’t recognize the basis for the decision. He 
said it would be impossible in this contract to make an advance pay- 
ment. I don’t know why. 

Mr. Mctrer. Did he review the facts of your case at the time ‘ 

Mr. Roperrs. Yes. 

Mr. Mucrer. He was talking about your particular contract 

Mr. Roserts. That is right. ; 

Commander Hanson. Perhaps he couldn't advance on yours; that is 
true. 

Mr. Roserrs. On this particular case he couldn’t give us any 
advance. 

Mr. Mutrer. Couldn’t give any to you as a subcontractor. 

Mr. Roszerts. That is right. 

Mr. Muurer. Did you pursue it along the line of making the ad- 
vance to the prime contractor and the prime contractor making the 
advance to you? 

Mr. Rozertrs. We pursued that. He said the only thing he could 
do for us at the time was to give us a progress payment on the contract. 

Commander Hanson. Actually, the present policy of the Depart- 
ment of Defense is to resort to all other possible help before an ad- 
vance payment is authorized. That is the last resort. 

Mr. Mutter. Won't progress payments help you ¢ 

Mr. Roserrs. As you see from our product, we have a tooling ex- 
pense. Actually progress payments mean nothing, from the viewpoint 
that after we are in production the bank, Commercial Credit, most 
anybody will take the paper on a military contract. Our problem 
is to ootain the funds to obtain material to have on hand and complete 
the tooling. The tooling is set as a special part of the contract. It 
is part of the purchase. We have to complete that first, before we 
can go ino production on these units. 

Commander Hanson. Has any application been made for a loan? 

Mr. Ropers. Yes, all the usual, clear down the line, RFC, Depart- 
ment of Commerce, the banks and so on. We are one of those com- 
panies with a very thin balance sheet, as has been said here a time or 
two. We have for the past 5 years been developing our techniques and 
processing. We are now ready to produce. 

Mr. McKinnon. What bank did you apply to for your V loan? 

Mr. Rosertrs. Bank of America. 

Mr. McKrxnon. Burbank? 

Mr. Ropertrs. Yes. They couldn’t do anything for us because we 
were subcontractors. 

Mr. Mutter. They could if they wanted to, if they go into your 
finances and the entire subject. 

Mr. Roserts. Certainly. 

Mr. Mutter. I notice you say they gave you the answer that they 
are not financing subcontracts. 

Mr. Roserts. That is right. 

Mr. Mutrer. They can if they want to. It shouldn’t make any 
difference whether it is a subcontractor or prime contractor, if you 
otherwise qualify for the loan. 

I don’t think that reason is just. It is an excuse or possibly it is 
to let you down easy and not tell you how bad they think you are asa 
financial risk. 
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Mr. Ronerrs. We have found an individual that thinks we are not 
too bad a financial risk, in the sense he is willing to. 

Mr. Movrer. What will you have left after you pay him for the 
use of his money ? 

_ Mr. Roperrs. Well, we will have whatever renegotiation allowance 
is made, renegotiation allows us on the contract. 

Mr. Moutrer. The possibility that renegotiation might say that 
$7,000 for the use of $15,000 is much too meaele 

Mr. Roserts. Undoubtedly. It is either that or I don’t perform 
on the contract. 

Mr. Hix. You said you didn’t have your tooling. You are going 
to be all tooled — you pay this man his $7,000. 

Mr. Roserrs. They are not my tools. They belong to the Marine 
as The Marine Corps is paying for them, after I get them 

ullt. 

Mr. Mutter. I think yours is a typical case that could be helped 
with the smaller plants corporation. 

Mr. Roxerts. Definitely. That is one of the suggestions I made 
in my report. You see, all these lending institutions base their state- 
ments on past history. Here is an entirely different situation. We 
have made prototype models. We have produced almost 100 of these 
units. It is definitely proven we can produce. We have the know- 
how. We have the skill. There is actually, as I see it, there isn’t any 
great risk there, so that it is just the fact that under all our present 
lending methods it is all based on a financial statement, not on manage- 
ment, not on productive ability, which is what this loan would have 
to be based upon. 

Mr. Mutrer. I wish we could try to solve your problem for you. I 
am afraid we will simply have to wait for the enactment of the legisla- 
tion we are all anxious to get. 

I have no other suggestion for you now, except for your prime to 
try again to get your advance for you. 

Mr. Roserts. We have tried several times. 

Mr. McKinnon. We will have to work for this financial legislation. 


I guess. 
Mr. Roserrs. O. K. Fine. Thank you, gentlemen. 


STATEMENT OF JOHN B. ROMANO, SEA-NET MANUFACTURING CO., 
INC., LOS ANGELES, CALIF. 


Mr. Romano, I have a letter I wrote to Mr. Foote. That explains 
our problem. 
Mr. Murer. Would you leave this with us? 
Mr. Romano. Yes. 
Mr. Muurer. We will make this letter a part of our record. 
(The letter above referred to follows :) 
Marcn 30, 1951. 


Mr. H. H. Foore, 
National Production Authority, Department of Commerce, 
Los Angeles, Calif. 

Dear Mr. Poore: Enclosing herewith catalog showing some of the products 
which we manufacture in our rubber plant here. We have been manufacturing 
these products for the past 12 years, and are, as a matter of fact, the oldest 
manufacturers of this type of water-sports equipment. 
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Our equipment was used by Mountbatten’s commandos and the United States 
Navy frog men during the last war. Some of this equipment is still being used 
by present underwater demolition teams. They have also purchased new equip- 
ment from us and we are now under consideration to supply them with addi- 
tional equipment. Our equipment is also under consideration for use in an 
athletic training and lifesaving program with the United States Navy. 

Since the controls on rubber went into effect, we have been trying to get a 
GRS allocation from Washington. The last M-2 limited the amount of natural 
rubber which we could use in our products. However, we have been unable 
to get any recognition from Washington on giving us a GRS allocation to make 
up for the difference between the natura! rubber and the total compound. Wash- 
ington has stated that we are not considered a consumer under section 2, para- 
graph H, so that we do not merit a GRS allocation. We are certain that we 
conform to the definition of a consumer, as we do our own manufacturing and 
operate our own rubber presses which mold the rubber into products which 
you see listed in our catalog. 

Washington advises that we are to purchase our rubber from whichever rubber 
manufacturer supplied us in the past with the raw compound. We have pro- 
tested this under section 18 of M-2, as it works an undue or exceptional hardship 
upon us which is not suffered generally by others in the same trade. We have 
explained that any other rubber company would be reluctant to sell us raw 
material which they can well use in their own presses to greater advantage and 
profit. Also, it places such a supplier in control of our business, as although 
there is an established ceiling on our finished products, there is no ascertainable 
ceiling that we can determine on any such compound made up from rubber 
and GRS. Having no allocation whatsoever, we are completely at the mercy of 
whichever rubber company we could find to supply us with raw compound. We 
do not know from day to day what kind of rubber we will receive or what 
supplies will be forthcoming. It is impossible for us to compute our costs. 
We cannot see how placing us in such an unfavorable position furthers the 
purpose of M—2. 

We are small manufacturers, and in 1949 and 1950 we used approximately 
60,000 pounds each year of crude rubber. Our consumption figures for those 
periods have been furnished the National Production Authority in Washington. 
Under M-2 we are allowed to purchase 25,000 pounds of new rubber per quarter, 
either synthetic or natural. This would take care of our needs. However, we 
are unable to purchase any synthetic without an allocation. 

The only point of dispute with Washington seems to be whether we are con- 
sumers or not. We certainly believe that we are and that we come within 
the working of that paragraph that defines it, and we believe that in time this 
will be straightened out. However, our business quite obviously is a seasonal 
one, and time is of utmost importance to us. It would do us no good to get 
understanding and relief from Washington next October. 

We would appreciate your help and cooperation in straightening this matter out. 

Very sincerely yours, 
Sea-Net MANUFACTURING Co., INC. 
JoHN B. Romano, Vice President. 


Mr. Mvcrer. Will you briefly tell us what your problem is? 

Mr. Romano. We manufacture rubber swimming equipment and 
flippers and diving masks and they were used in the ‘last w ar, the last 
world war by the underwater demolition teams and commandos. 

We have been manufacturing these for about 12 years. 

Our only problem is the fact NPA in Washington have left us 
completely out of any rubber allocation, although we have been con- 
tinually manufacturing these products. 

We believe there is 2 misunderstanding and will be eventually 
straightened out. As you see, our business is seasonal and if they give 
us relief in August or September it is going to be long too late. 

Mr. Mctrer. You can overcome the seasonal objection if you can 
get some defense orders. 

Mr. Romano. Well, ours is a specific product. We are under con- 
sideration by the Navy at present. The naval inspector came to our 
plant yesterday to inspect. our facilities. 
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We do get small orders from underwater demolition groups. 

Mr. Mutrer. Have you presented your precise problem to the NPA 
authorities here ¢ 

Mr. Romano. Yes, in Washington. I have only just started with 
Mr. Foote locally, and he suggested I appear before the committee 
to clear the matter up. 

Mr. Mutrer. Well now, your letter to Mr. Foote here is dated 
March 30. 

Mr. Romano. That is right. 

Mr. Motrer. I am sure that they will follow through on this and 
try to get you the relief you need. 

Mr. MANO. However, I have been pounding at Washington since 
December and as yet it is merely a matter of misunderstanding. I 
have asked them to at least allow someone to come in and show them 
we are actually manufacturers. In other words, they say under M-2 
we are not consumers and under M-2 it states that if you in any man- 
ner change the form of rubber you are then a consumer. 

Obviously, we are changing the form of the rubber. That is cer- 
tainly not the way it came from the tree, and that is done in our own 

lant. 
r Mr. Motrer. Are there not several other manufacturers in the 
same position as you are? 

Mr. Romano. Not that I know of locally, sir. At least, none manu- 
facturing the identical equipment. 

Mr. Mutter. Is there not some trade association that has presented 
this problem to the NPA? 

Mr. Romano. No. 1 think our problem is peculiar, practically 
veculiar to us. I know of no other plant in the city that has been 

aced with the same situation. They have all had some kind of an 
allocation, whether it has been all they want or not is another thing. 
We have none whatsoever. 

Mr. Muurer. It seems to me you have many items here, you are 
manufacturing, various defense departments waquld like. 

Mr. Romano. We are presenting them and have presented them. 
I think we are on the list of most of them. They are needed, I think 
we will be called. I will say we were the major supplier, if not the 
only supplier of that equipment during the last war. 

We actually had two men from our plant who were given commis- 
sions in the Canadian Navy to train troops in the use of that equip- 
ment. 

Mr. Muurer. You follow through on your efforts to supply the de- 
fense departments with what they need. I am sure you are going to 
get some orders. 

Mr. Romano. We are not afraid of the future. It is the moment. 
The time element now. Our civilian business is now that a jobber 
buys his merchandise in April and he wants it in May, June, July, 
August sales. 

Mr. Murer. I won’t hold out any too much hope for getting rubber 
for you for civilian use. 

Mr. McKinnon. Have you had a rubber order cut? 

Mr. Romano. We have had no allocation. 

Mr. McKinnon. You can get as much as youcan buy? ~ 

Mr. Romano. No. We haven’t had any allocation. We can buy all 
the natural rubber we want. That is not a problem. The limitation 
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limits us to use 35 percent of natural rubber in our product. We have 
to substitute 65 percent for the other product. 

‘Now, we can get the 35-percent natural rubber. They have not given 
us our GI allocation that we merit. 

Mr. Mvurrer. I am sure Mr. Bates will follow through on this for 

ou. We will get an answer as promptly as possible on that. We 
lave this with us and we will do whatever we can to help. 
Mr. Romano. Thank you. 
(The catalog sheet referred to will be found in committee files. ) 


FURTHER STATEMENT OF J. F. MACKEY—Resumed 


Mr. Mutrer. I think you were with us yesterday and presented a 
problem, to which I think we have some of the answers. 

Mr. Mackey. That is right. We had the pleasure of having con- 
ferences on those matters that came up, and I might report to you, for 
the matter of the record, that those particularly concerning items— 
item I has been cleared up very satisfactorily. Item II, arrangements 
for the proper information has been made. 

Item IV, we had attended a conference with Commander Hanson 
of the Yards and Docks Supply Office of Hueneme on that. 

Item V has been answered quite satisfactorily. 

Now, for the record, I would like to express our encouragement to 
this committee to continue on several of the very important things 
which have been brought out and which you have mentioned, that I 
felt needed attention. 

Primarily, is that of the time involved in getting bids to the people 
in this area and with sufficient drawings, and getting that information 
back in time to make the opening date. 

Secondly, and perhaps something that effects us more severely even 
than that, is that we feel if your committee could urge the procurement 
agencies to allocate a little more authority to those local people whom 
we can contact, a lot of the time that is wasted could be eliminated. 

Mr. McKinnon. I might say here, judging from the men we have 
met out here on the West Coast in these procurement agencies, they 
have sufficiently high caliber to do a job locally. 

Mr. Mackey. That is it exactly. I don’t believe that would be ask- 
ing anything, for these people, for anything they are not capable of 

oing. 

Mr. McKinnon. I think these hearings have shown that very 
conclusively. 

Mr. Mackey. It is a case of these people having to wait for final 
decisions from ade ee ome and perhaps it is because of our distance 
from that point, that they think that it can slide another day, and it 
is a litle easier than somebody that is going to be right there on their 
doorstep if they don’t get the job done. 

Mr. Mutter. I think this committee is convinced that must be done, 
local authority must be vested locally, without referring everything 
back to Washington. 

Mr. Mackey. Additionally, in reference to article V, I would like 
to express a feeling on the matter of negotiated contracts. If it were 
possible for, we will say, for instance, for Wright Field to consult with 
somebody locally in their procurement office here, as to qualified 
people on a certain item, they, in turn, could contact the people. They 
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know most of the people that come in there to their contractors rela- 
tions office, they call it. 

They know pretty well the qualifications of these various 
They, in turn, should have the alternative, I believe, with the purchas- 
ing officers in Wright Field, to suggest people to consider on these 
things. 

By merely taking a bidders list and rotating it, as it must be under 
that system, and requesting a proposal from the various listed bidders, 
in some instances that person may be fully qualified on that item and in 
other cases he may not. 

From my own experience I can say this: I have had a request for a 
proposal on items which, in its final analysis, when we saw the draw- 
ings and specifications, we weren’t in a position to handle it. 

Mr. McKinnon. Then you went back to the bottom of the list 
again ¢ 

Mr. Mackey. That is right. We used up a turn with no actual 
chance of page | pon 

Mr. Mutrer. Of course, that suggestion would be fully met if we 
could establish local procurement agencies. 

Mr. Mackey. It all comes back to that same thing, doesn’t it? 

Mr. Muurer. Yes. 

Mr. Mackey. Thank you so much for your cooperation. I want to 
express to you, on behalf of Pascoe Steel bo. our appreciation for your 
help and also the help of the people from the various procurement 
agencies, who have helped us with our problems. 

Mr. McKinnon. Most of your five points have been taken care of? 

Mr. Mackey. Yes, sir. 

Mr. Multer. 

(The report of Col. W. S. Broberg relative to Pascoe Steel Co. fol- 
lows: 

Los ANGELES ORDNANCE DistRICT, UNITED STATES ARMY, 
Pasadena, Calif., April 5, 1951. 


Subject : Reply to comments by Pascoe Steel Co. 
To: The Secretary, House Select Committee on Small Business. 

With reference to statement by Pascoe Steel Co.'s representative that Ordnance 
Invitation No. 2150 F. 8. for 900 tow bars was awarded to the tenth highest bidder 
at $38.12 above low bidder, the following information is furnished from the 
Tank Automotive Center, Detroit. 

Invitation DA—A—20—087—-ORD-—51-2150-F. 8. opened at 12:45 p. m., 12 Janu- 
ary 1951—Item 900 tow bars. The following bids were received : 


1, American Machine Corp., Orlando, Fla__..--....--.--_---.------.. $323. 91 
2. Atias Industries, Inc., Woodville, Olfo_...-.. 2. 114. 95 
& Gee. Rinsia. De.; LAU GC ntnedetneteceneawoctmmenniemecigdhs 109. 25 
4. Airquipment Co., Burbank, Calif...............-..---~--.-... 5. 152. 99 
5. New England Truck Co., Fitchburg, Mass___.........-___----..__- 122. 90 
ny NY Ch, BEI, By Fh nn octrnsintnidipnsdabetendbeemneiminn eam 190. 87 
7. Metra. Morey O6.,/Deurtera, Mich... 22 102. 65 
8. Sound Machine Works, Ferndale, Wash _..-..._--___--___-._-___ 104. 50 
9. Reese Engineering Co., Los Angeles, Calif................-.--_- 139. 89 
10. Paramount Steel Co., Long Beach, Calif__._.-..-.----.-_------..- 138. 40 
Bee Ie CUE, SO, SI, lel nit eeenen non cianeeatapainiceiee: 152. 50 
12. Morgan Steel Products, Cleveland, Ohio_...-..--._-_---. 168. 00 
33. ¢d, BR. Baied Gu, Beeeeeett, 1a..................... Aa 119. 55 
14. Lynn Manufacturing Co., Alexandria, La__.---.--.__------___--_e 158. 70 
15. Santa Fe Engineering & Equipment Co., Maywood, Calif.._....._.____ 832. 38 
16. Snyder Engineering Co., Los Angeles, Calif_......-.......-____ --- 178.72 
17. New Hudson Manufacturing Co., New Hudson, Mich__.________- 108. 91 
18. Industrial Fabricators, Norristown, Pa___..-_.----___. 82. 88 


19. Goda Machine Products, Pontiac, Mich _...-..._..--__. 103. 00 
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20. Company Products Co., Center Line, Mich 
21. Colson Corp., Elvira, Ohio 
Milling Machine & Tool Co., Flushing, Mich 
23. National Steel & Tube Co., Detroit, Mich 
24. Gifford Wood Co., Hudson, N. Y 
25. Smith Devices, Inc., Philadelphia, Pa 
Award was made to Industrial Fabricators, Norristown, Pa., for $82.88, which 


was the lowest bid. 
W. S. Brosere, 


Colonel, Ordnance Corps, 
District Chief. 


STATEMENT OF SIDNEY J. BRITTON, CUNNINGHAM & BRITTON, 
BUILDING CONTRACTORS, LONG BEACH, CALIF. 


Mr. Brrrron. I haven’t come with any grievance about not being 
able to sell anything. I am in the building business. We are building 
houses. 

Our tracts are located about halfway between the Douglas plant 
and the Seal Beach Navy Depot. I haven’t found any shortage of 
material. The only thing I have found a shortage of is DO orders. 

All the material houses inform us if we have DO numbers we can 
get all the material we want. 

Mr. Muvrer. Are you building these houses for yourself for sale? 

Mr. Brirron. For sale. 

Mr. Mutter. For sale? 

Mr. Brirron. Yes. Veteran housing, and we have found no short- 

of vital material. Some things are short, but they are unessential. 

e don’t mind that. 

Mr. Muurer. You mean there are materials available but being 
released only on DO's? 

Mr. Brirron. Yes. If we had DO’s we could get plenty of material. 
We are getting materials without DO’s, or we can get materials with- 
out DO’s if we are willing to pay for it. 

Mr. McKrnnon. Above ceiling? 

Mr. Brrrron. Above book price. They avoid the ceiling price by 
changing the—— 

Mr. Mo rer. Pretending to change the product in some way. 

Mr. Brirron. Yes. 

Mr. Mutter. It is not exactly the same as they sold a month ago. 

Mr. Brirron. That is right. For a while we couldn’t buy 2 by 2’s 
and 4 by 4's. We could buy lots of 12 by 12’s and hire them to cut 
them into what we wanted. It isn’t illegal, either. 

Mr. Mvtrer. If you didn’t want the 12 by 12 they would cut it up 
into 2 by 4’s? 

Mr. Brrrron. I don’t know. 

Mr. Mvuurer. They wouldn't use the 12 by 12’s¢ They wouldn’t let 
them lie around and rot ¢ 

Mr. Brrrron. They almost did. It hasn’t gotten to that yet. 

Mr. McKinnon. Would you have to pay over ceiling prices if you 
had DO orders? 

Mr. Brrrron. No. Legitimate houses still aren’t asking for over- 
ceiling prices, but they are just not selling. . 

Mr. McKinnon. We had a bill before the House—it got defeated 


retty much by the contractors association—which would have estab- 
ished a designation of defense-impact areas, like Los Angeles, so that 
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you could have given a deal on all these things. The contractors asso- 
ciation killed the bill, practically. 

Mr. Mutter. The most vigorous opposition came right from» Les 
Angeles, from the real-estate interests and contractors groups and as- 
sociation. The most vigorous protests against that bill came out of 
Los Angeles. 

Mr. Brrrron. I suppose they were afraid. Most of them weren’t 
building essential buildings and they didn’t want to be limited. 

Mr. Movrer. You are not building defense housing under the pres- 
ent definitions. You are not building it for the Government. You 
are not building it under the Wherry Military Housing Act nor for 
defense workers. 

Anybody that comes along and wants to buy your house can. It 
dosen't come within any of the definitions today that would give you 
a DO. 

Under the act, as the Banking and Currency Committee of the 
House worked over it, for many days, and brought it out and proved 
then if this was declared a defense area—and certainly it is—you 
would be able to get a DO to complete your houses. 

Until we get some such legislation I am afraid you are going to have 
to struggle for the material. 

Mr. atvos: We can get the material. 

Mr. McKinnon. There is a committee screening areas like the Los 
Angeles area, to run surveys, to determine whether regulation X 
should be repealed in this area. If it is repealed it will be repealed 
on the basis that the end product of these homes will go to defense 
workers or military personnel. If that goes through, pertains the next 
step could be some DO’s on things that go to a defense worker. 

Mr. Mutrer. I am afraid that wouldn't help. That is a credit re- 
striction. If we lift the credit restriction for this area, this area should 
get along; because of that restriction you need the housing, and you 
do. You relieve them so far as their credit is concerned, but you don’t 
give them a DO. 

Mr. McKinnon. That housing bill we have would be your answer. 

Mr. Muvrer. Either that or some other legislation that will permit 
you to get a DO for your housing material, when your housing is not. 
actually being built by the Government or for the Government or for 
Government workers. 

I haven’t any doubt that most of the people that will move into those 
houses are either working for Government or will move into the area 
and work for the Government. 

Mr. Brrrron. Yes. 

Mr. Mutrer. As of this moment we are stymied and cannot help 
you, as much as we would like to. 

Mr. Brrrron. Of course, it is not that we are not getting along. 

Mr. Mutter. Don’t take that as a general answer. You come in 
and bother Mr. Bates and see if he can’t help you, from time to time. 

Mr. Brirron. .He can’t. 

Mr. Muvrer. Overnight we may get a change in regulations. We 
are passing everything on to Mr. Bates. I hope he will get enough staff 
and abig enough budget to carry on. 

Mr. Brirron. I don’t want to get embroiled in a black market for 
building materials. It is fast ing that. 
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Here is an industry that hires a great many men. It is headed for 
a dog-eat-dog turmoil. 

Mr. Mutter. You will render this country a tremendous service if 
you turn over to the OPS office here the names and addresses of those 
people offering things over ceiling prices. 

r. Brrrron. I never talked to them long enough to find out their 
names, when they made me a proposition like that. 

Mr. Mutrer. Take a little time and get those names and turn them 
in. You help yourself and the entire community. It is only if we 
make an example of a few of these fellows that we can stop that black 
marketing. 

Mr. Brrrron. I have had occasion to in the last week or so. 

Mr. Mutter. Please follow through. 

Mr. Brirrox. Yes 

Mr. Mutter. If you fellows police your industry that way, to that 
extent, we will stop the black market, as well as in other industries. 

Mr. McKrxnon. When you get those names Mr. Harrington of the 
enforcement division here would like to have them. 

Mr. Brrrron. I won’t say to them what I have been saying then. 

Mr. McKrynon. He is the enforcement director down there. 

Mr. Murer. No one will know you turned the names in. 

Mr. Brrrron. I don’t mind. 


STATEMENT OF LESTER D. LAWSON, LESTER D. LAWSON & CO., 
LONG BEACH, CALIF. 


Mr. Lawson. My name is Lester D. Lawson, senior partner of 
Lester D. Lawson & Co., 527 Ocean Center Building, Long Beach 2, 


Calif. Iam in the wholesale business and have been since 1925. 

Prior to the establishment of my business, I was associated with 
John Rothschild Co. and Julius Rothschild, San Francisco for a period 
of 21 years, and this time, plus the time I have been in business, have 
been occupied in selling to governmental activities throughout the 
continental United States and overseas. 

My firm has branches established in the following cities: Long 
Beach, Calif. (main office); San Diego, Calif.; San Francisco, Calif. ; 
Seattle, Wash.; Honolulu, T. H.; al York, N. Y.; Norfolk, Va.; 
Newport, R. I. 

Our relations over the period of years in bidding on Government 
contracts has been very satisfactory, but at the present time we are 
concerned with negotiated contracts. 

The policies announced by governmental agencies are, in my opinion, 
fair and equitable, and have been administered fairly, with several 
exceptions. 

Attached is a statement of policy by the Philadelphia Naval Ship- 
yard, dated February 26, 1951, and whieh policy I believe is fair and 
equitable. In particular, I want to call attention to paragraph 3, and 
to the following sentence: 

Whenever negotiation is employed (and it will be employed only when 
speed in procurement is mandatory), this shipyard will solicit its known sources 
of supply just as it has always done in competitive bidding. 

The important thing to me here is the statement that the known 
sources of supply will be contacted just the same as in competitive 
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bidding. This policy, which is being followed by this shipyard, is 
a model procedure. 

It is also my opinion that publicity should be given on negotiated 
bids after the award is made by posting the information in the pro- 
curement agency office on public bulletin boards, by notices in the 
Department of Commerce bulletins which are being distributed 
through our local chambers of commerce and which are available to 
us. 

RECOM MENDATION 


(a) We recommend that small business should be classified not 
from 500 people but from 300 to find out what percentage of business 
is going to small concerns. 

(6) That negotiated contracts be made only when it is absolutely 
mandatory. 

(c) When negotiated contracts are made that regular bids be solic- 
ited from known sources of supply just as is done in competitive 
bids; and, that awards of negotiated contracts be shown on the public 
bulletin board in the office of the agency making the purchase, and that 
the information be given publicity through the Department of Com- 
merce bulletins which go to all chamber of commerce. 

(d) That information on negotiated bids, showing the item, the 
contractor, and the price, should also appear upon the public bulletin 
board of procurement agencies to which deliveries are to be made, even 
though the contract may be made at some other point. For example, 
if Washington or New York negotiate a bid for deliveries in Los An- 
geles, then the results of this negotiated bid, with complete informa- 
tion, should be sent to the Navy purchasing office, Los Angeles, and 
placed on the public bulletin nal 5 

I appreciate the opportunity of presenting my views and hope that 
they will be helpful to the committee in finding a solution to the 
problems that the small business is facing today. 

I haven’t anything to complain about. Ihave a few suggestions. 

Mr. Mutrer. Good. Then let’s hear them. 

Mr. Lawson. I have done business with the services about 40 years, 
and the only thing I wanted to talk about were the negotiated con- 
tracts. The policies of the governmental agencies are fair and equi- 
table and have been administered fairly, with a few exceptions, which 
exceptions we have been able to straighten out ourselves. 

In renegotiation I feel that they should be made only when it is 
absolutely mandatory. In my submitted statement you will find the 
policy laid down by the Philadelphia Navy Yard, which, in my opinion, 
is a splendid procedure. 

As to negotiated contracts I want to suggest that when negotiated 
contracts are made that regular bids be solicited from known sources 
of supplies, as done on competitive bids. That awards of negotiated 
contracts be shown on the bulletin boards in the office of the agency 
making the purchase. And the information be given publicity through 
the Department of Commerce bulletins, which go to all chambers of 
commerce. 

Here is an important thing I think would help out: That informa- 
tion on negotiated bids, showing the item, the contract, and the price 
should also appear upon the public bulletin boards of procurement 
agencies to which delivery is to be made. 
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In other words, if Washington, New York, or Chicago buys for 
delivery in Los Angeles, to send a copy of the results of that negotia- 
tion to the Navy purchasing office, if it is the Navy, in Los Angeles and . 
let them place it on the bulletin board, which will inform everybody 
that the Government is buying this commodity or that commodity for 
delivery in this area. Then we can make our inquiries at that par- 
ticular office. 

Mr. Mutter. I think that is being done. Isn’t that being done ? 

Colonel Pours. Sir, that is being done all over the United States 
through the Department of Commerce. The awards by negotiation, 
as well as by advertising, are put out every week. What has been 
eliminated from those awards is the total number of items in the 
dollar volume, and that was discontinued by the services on direction 
from the Munitions Board. At one time that information was in- 
cluded. It is not now. 

It is under consideration, as to whether it will be released in the 
future. As I understand, it was security reasons that discontinued it. 

Mr. Mutrer. Colonel Phillips said to us in San Francisco, and it 
goes here too, that there is no difference between a so-called suppliers 
list and bidders list and negotiators lists. It is one list. That is 
maintained by all these procurement agencies and everyone that is on 
that list is invited to negotiate, when negotiating contracts are being 
called for. 

Mr. Lawson. I think the result of those should be given publicity, 
and I think the successful bidders should be named and the price 
quoted. 

We get the Department of Commerce bulletins all right, but we think 
it should be localized. I am of the same opinion as the people here, 
that more authority be granted in the local areas. They make huge 
purchases in these areas, 

Mr. Muurer. Except where security demands otherwise, I think all 
of those should be fully publicized. 

Mr. Lawson. When you buy an item like sode crackers, I don’t think 
there is any secret about that. 

Mr. Murer. Unless it is the kind of soda crackers the new bride 
makes and they are used as ammunition instead. 

Commander Loomis. Were the soda crackers bought on a competi- 
tive bid? 

Mr. Lawson. I am not referring to your bids, because, unfortunately, 
with many, I don’t always get them. 

Mr. Muurer. Do you wish to leave this letter from Philadelphia 
Naval Shipyard with us, too? 

Mr. Lawson. Yes. I thought that was a fine policy. 

(The communication above referred to is as follows:) 


PHILADELPHIA NAVAL SHIPYARD, 
Naval Base, Philadelphia 12, Pa., February 26, 1915. 


GENTLEMEN : Perchance you have read articles or have heard rumors that imply 
your Government is no longer interested in the services of small business, If 
you have, you undoubtedly have been disturbed by the uncomfortable thought of 
such a situation. We believe that presentation of the facts will show these 
implications to be false and will allow any needless worries you might have 
had in this connection to be put to rest. 

In support of the allegation that the Government is favoring big business at 
the expense of small business, the statement is offered that negotiation of con- 
tracts has replaced competitive bidding. It is true that the present national 
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emergency, which has been forced upon the Nation as a result of the serious 
degeneration of world conditions, has rightly caused the Armed Forces to 
accelerate procurement of vitally required military supplies. Such acceleration 
could be achieved only by the increased use of negotiation of contracts. This 
fact does not mean that competitive bidding will not continue to be utilized 
whenever its employment will not hurt or seriously retard the military expansion 
program, and. most important to you, it does not mean that your chances to 
obtain Government business have been diminished in any manner, regardless 
of the method of procurement used. 

Until such time as amelioration of the present degenerated world conditions 
permits us to return to normal, this shipyard will employ competitive bidding 
whenever possible, in accordance with the policies of your Government. When- 
ever negotiation is employed (and it will be employed only when speed in pro- 
curement is mandatory), this shipyard will solicit its known sources of supply 
just as it has always done in competitive bidding. Thus, your chances to obtain 
Government business will in no way suffer as a result of the emergency, nego- 
tiation of contracts, or anything else. 

Because of ths fact and because we know that many of our bidders have added 
new lines, dropped old ones. or have made other significant changes since being 
placed on our bidders’ list, we are enclosing a questionnaire which we hope you 
will fill out and return to us speedily. This will permit us to afford you the 
opportunity to bid on all types of procurement in which you have indicated an 
interest. 

Yours very truly, 
Lamar Lez, Jr., 
Commander, SC, USN, Supply Officer. 


STATEMENT OF EDWARD STRASSER, REPRESENTATIVE, FIRE- 
PLACE GOODS MANUFACTURERS OF THE PACIFIC COAST, LOS 
ANGELES, CALIF.—Resumed 


Mr. Srrasser. I think I distributed a number of reports here, a 
short summary. 

Mr. Mutrer. I have already placed your statement in the record. 

Mr. Srrasser. Thank you. I think our problem is typical of a lot 
of others, other industries in the metal business, which have no con- 
nection whatsoever with the war or any other type of defense work. 

In other words, my whole group of people, these nine fireplace 
goods manufacturers listed in the report, produce all the fireplace 
equipment, screens and tools, and so forth, for the 11 Western States, 
primarily. 

Now, most of these companies were started right after the war and 
gradually, because of the type of merchandise they manufactured 
and the closeness to the source to the consumer demands, have taken 
away this business from the eastern market. 

However, they are being put into this type of a position: Since 
most of the brass comes out of the East, eastern outfits have taken 
over most of the brass for themselves and they have eked out very 
little for the western market. 

In other words, last year things got pretty tight in the brass busi- 
ness, and what happened was that an allocation of a certain per- 
centage was given to the manufacturers as a whole. But, unfortu- 
nately, the western manufacturer got very, very little. In other 
words, they said we could use 50 percent or 60 percent of the brass; 
when it came time to getting this brass, none of it was available. 

So that fer the period of about 6 months the western manufac- 


turer of brass equipment has had to just get by with what: little he 
could pick up. 
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On March 1, when this brass order came through, I thought that 
law was very very unfair in every way, in every respect, because 
it just said that anybody who had that much inventory as of March 
1 could use it and fabricate. That was lovely for the people in the 
East. We poor suckers over here, the nine manufacturers, were sitting 
with what had been eked out. There was no fairness to it at all. 

Here is what is happening: These people now contributed to the 
= effort. They can handle copper or steel or any of this type 
of stuff. 

They have never done any type of defense work. They are prepared 
to go into it. They have got the engineers. They have got the peo- 
ple that worked in brass and steel, and so forth. 

Now, this problem confronts them: They are being sandwiched 
in right now to a position where raw material was allocated, and we, 
having to wait, let’s say, for a year or two, about, until the defense 
order trickled down—there was a gentleman over here, Mr. Mc- 
Michaels, I guess his name was, who had 90 contracts. These nine 
people I represent don’t have one. 

It is quite true some of these people who have been in defense 
before and done certain types of work for these people can go back 
now and say, “We will do your work again for you.” 

What about the other people, businesses not connected with the 
defense effort, in allied industries, how long do they have to wait? 

Mr. Mvtrer. If they wait they won’t get any business. You will 
have to do what Mr. McMichaels did, chase around and see if you can’t 
get some subcontracts. See him and see if you can get some sub- 
contracts. 

One man is recorded in every procurement office, 127 procurement 
offices, by writing letters. You will have to do the same thing, by 
trying to get some defense work and also go in and present your par- 
ticular problem to NPA. 

We don’t want you to go out of business, if we can save you. NPA 
is set up to try to save you, if it is at all possible. 

Mr. Srrasser. Right in the wartime the west coast War Production 
Board here recognized the fact that fireplace equipment and screens 
were a safety factor and a necessity, right in the wartime. They 
allocated certain materials at that time for these people, so they could 
produce fireplace equipment. 

This thing has been cut off sharply at a time when nothing was 
given out. 

Mr. Mvurer. Has anybody presented your problem on behalf of 
your industry or these companies? 

Mr. Srrasser. We have a national association of fireplace goods 
manufacturers, and they have a main office in Cleveland. They put 
in appeals in Washington, and all the rest that goes with it. 

All the people in the West have been, not only to the various agen- 
cies, but. approached the various people, Solar Aircraft and Douglas. 
_ Three of those people have built themselves up from workingmen 
in 5 years to saaeaniasianeeh of very large businesses. They had 
worked for Douglas in foreman capacity. 

As a matter of fact, the fellow that. runs the business I sell for, the 
nner Sereen Co., right now is designing something for the James 
dishwasher out in the Middle West. They couldn't find an engineer 
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to figure this washing machine out. They brought it back to Cali- 
fornia. We have the people that know how to do the work. 

There were 2,000 people being hired by the nine companies and 
now it is whittled down to 500. In a few more weeks they will have 
nothing. 

One company here has a rental lease for five more years for $450 
a month. On top of that he has a factory full of machinery. When 
he goes to sell that machinery he is going to get very little out of his 
whole 3 years or 5 years. 

These fellows in the West have built this up under intense com- 
petition from the East. Those guys are all going to be dead in a 
couple of more weeks. 

They said to tell the committee, “O. K. If we can’t get any alloca- 
tion of brass, any steel of any kind, at least give us a chance to get a 
couple of defense contracts.” 

Mr. Murer. We can’t give you any contracts. 

Mr. Srrasser. They can’t get them. 

Mr. Murer. What we have been doing here for 2 days is telling you 
people how you can get the contracts. You have to use your own in- 
venuity and time and effort and energy, and get recorded with these 
procurement officers and prime contractors. 

I am sure you can get some of that business, in following those 
things. In addition to that, as I said before, you present your precise 
problem to the NPA. That is what they are set up for. If they can 
give you any relief, to the extent that strategic materials are available 
for civilian relief, they will. 

Mr. Srrasser. I will give them the message. 


STATEMENT OF ALVIN L. HOLT, REPRESENTING BARBERS’ UNION, 
LOCAL 256, LOS ANGELES, CALIF.; CHARLES BLISS, REPRESENTA- 
TIVE, BARBERS’ UNION OF SAN DIEGO, SANTA FE, CALIF.; AND 
MRS. ESTHER BREIDENBAUGH, HUNTINGTON PARK, CALIF. 


Mr. Horr. Mr. Chairman. 

Mr. Mcwrer. You were due to be called this morning and then this 
afternoon someone handed me your statement and I made it a part 
ot the record. 

Mr. Hour. Mr. Chairman, I want to call your attention to the fact 
we have people here from Ventura, Pomona, South Gate, San Fer- 
nando, Riverside, Los Angeles, and the representative of the beauti- 
cians branch of our international union here. 

Mr. Mutrer. I assume the problem is the same with all of them. 

Mr. Hour. Yes. I think it is a common problem, quite different 
from what you have heard, I think, during these 2 days. 

In the first place, we have been writing to Congressmen throughout 
the Nation, for that matter, and particularly here in Southern Cali- 
fornia, complaining of this freeze that caught us in a situation in the 
midst of adiatitiont in prices. It has caused considerable turmoil 


and strife within our particular field of endeavor. 

It was through Congressman Hinshaw, who wrote in answer to a 
letter I wrote him, who said that this committee was to be here in 
session in Los Angeles on small-business matters, and this matter 
would be logical to come before the committee with our problems. 

That is what prompted us to be here in the first place. 
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Mr. Mutrer. The difficulty with your group is that the price freeze 
fixes your prices too low for you to be able to make a decent living, 
in view of the increase in prices and labor costs? 

Mr. Hour. That is right. 

Mr. Muurer. Have you or any of the members of your group 

resented your problem for review by any of the agencies? For 
instance, have you gone to OPS, Office of Price Stabilization, and 
presented your problem with a request for increase in prices? 

Mr. Hour. Yes; we have. That is the one thing I thought would 
convince you we had gone through the procedure so far as we were 
able to do; in particular, in regard to San Diego, where they were 
in the midst of establishing a new price schedule at the time the 
freeze came along. 

The new price schedule was to go into effect on February 5. On 
January 26 this thing came out which prevented the whole thing 
going into operation, after having been processed for a period of 3 
months. 

We immediately applied to the local office of Price Administration. 
I talked to Mr. Severance on the phone first and then he suggested a 
communication be sent to that office. 

After having it in—I have a copy of it here if you care to have it 
for your records. 

Mr. Murer. It will be made a part of the record. 

(The letter referred to follows:) 

San Dreco, Cauir., February 6, 1951. 
In re: Prices for barber services in San Diego. 
Mr. Gorpon SEVERANCE, 
Regional Director, Office of Price Stabilization, 
108 West Sixth Street, Los Angeles, Calif. 

Dear Mr. Severance: This is a petition in behalf of Barbers’ Union, local 256, 
of San Diego, Calif., for the immediate temporary release from the recent freeze 
order issued under the War Production Act of 1950 by the Office of Price 
Stabilization in Washington, D. C., as of January 25, 1951. 

It is our understanding that barbering has been included in this order. 
However, the barbers’ union in San Diego had adopted a slight increase in 
prices for barber services prior to January 25, 1951, which was to become 
effective as of February 5, 1951, in the city and county of San Diego, Calif. 

Therefore, in accordance with the so-called thaw order of February 1, 1951, 
issued by the OPS in Washington, D. C., relative to the price of coal and 
other articles and services within this category, your approval is hereby resepect- 
fully requested for the establishment of the new price schedules which have 
been agreed upon by the employers and operators of union barber shops in 
the city and county of San Diego, Calif. 


STATEMENT OF FACTS 


1. Barbers’ Union, local 256, is affiliated with the Journeymen Barbers’, 
Hairdressers’, Cosmetologists’, and Proprietors’ International Union of America, 
A. F. of L., and has had jurisdiction of the city and county of San Diego since 
the charter was granted in 1901. 

2. Barbers’ Union, local 256, has union-shop agreements with a large per- 
centage of the barber shops in said city and county, and has on its membership 
rolis a large portion of the barbers actively engaged in barbering in said 
district. 

3. On January 3, 1951, at a meeting especially called with due notice and in 
accordance with the bylaws and constitution, rules and regulations, the union 
adopted and approved a new price schedule whereby the price of adult haircuts 
was increased from $1 to $1.25; children’s haircuts, from 75 cents to $1; shaving 
from 75 cents to $1; and other services proportionately increased. 


86267—-51—-pt. 1——_-70 
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4. The effective date for the above prices to go into effect was subsequently 
duly established on January 19, 1951, at an official meeting to become a reality 
as of February 5, 1951, after a general meeting of barbers held for the purpose 
of relaying the necessary information and price-list cards to those concerned. 

5. The above action and procedure was taken with the advice, consent, and 
counsel of the international union, the San Diego Federated Trades and Labor 
Council, and all other affiliated organizations having concern. 


CONCLUSION 


In view of the above regular and parliamentary procedure, and in view of the 
fact that the barber members of local 256 are suffering a hardship and great 
loss of remuneration (earnings are in direct proportion to prices charged) because 
of the freeze which came about at the time when the necessary improvement 
was finally to become effective in order to allivate the condition brought about 
by the high cost of living; and furthermore, because of the fact that San Diego 
is the only major community in California that has_not established the above- 
mentioned prices for barber services, it is obvious that an injustice has unfortu- 
nately occurred and an inequity has been created by the freeze order. 

Therefore, and logically so, Barbers’ Union, local 256, hereby requests and 
solicits your honorable body to approve of the establishing of the above-men- 
tioned price schedules for barber services in the city and county of San Diego 
so that this necessary added revenue may be enjoyed and utilized for the health 
and welfare of the members and practitioners who have entered into contrac- 
tual relationship under the provisions set forth herein. 

Your consideration at the earliest possible date will be greatly appreciated 
by myself and the officers and members of local 256. 

Respectfully yours, 
Atyin L. Horr, 
International Representative in behalf of Barbers’ Union, Local 256. 


Mr. Horr. After that communication had been there for about 10 
days, I received a telephone call from a Mr. Wilson, who asked me 
to come in the office if I could, and I went up to see him and had a talk 
with him. 

Mr. McKinnon. Los Angeles office or San Diego? 

Mr. Horr. Regional office. 

Mr. McKinnon. That was concerning a San Diego office ? 

Mr. Horr. That was before the San Diego office was open. There 
was no office in San Diego yet. 

He called me and told me I should take the matter up in Washing- 
ton because they were not able to rule on the matter here in this 
regional office. 

I forwarded the material to our international headquarters so as 
to cooperate the work rather than send it direct, because I didn’t 
know what they had been doing in Indianapolis. To this day we 
haven't had any word on that. That is the only procedure we have 
gone through to get relief. 

I want to convey to this committee the seriousness of the situation. 
We have been maintaining, up until the latter part of 1950, and now 
up to the present, 1945 and 1946 prices. 

Since the middle of June of 1950, when this tremendous price raise 
took effect, we went along; and, while there was considerable activit 
and talk about increasing, in many cases it wasn’t done at all, an 
in some cases they finally got improvement put into effect, but slowly. 
It is difficult to do. It takes a lot of work because of the highly com- 
petitive situation and all that. 

So in San ee? they got really in a bad situation because the, whole 
county got caught in the midst of this change in Los Angeles er 


Say, about 50 percent of the shops had established a new price sch 
ule. The other 50 percent is still down at 1945 and 1946 level. 
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On the one hand, you have the ones who have gone up being 
affected by the ones that didn’t go up. 

Mr. Hux. Is that going on right now? 

Mr. Horr. That is the situation. 

Mr. Hitz. Who is getting the business? I can’t quite see that. Be- 
ing in business all my life, I think everyone would go over to the 
cheap place. 

Mr. Buss. That is what they thought. 

Mr. Hix. But it didn’t make any difference ¢ 
Mr. Muurer. Let’s hear a word from the Office of Price Stabi- 

ization. 

Mr. Baum. Mr. Chairman and gentlemen of the industry, there is 
presently being drawn a general services order, including barbers 
and beauticians, which is being considered now and probably will be 
released in a very, very short time, which will take you out of the 
general ceiling price regulation freeze. 

I do think any consideration you want locally ought to be drawn 
to your national representatives’ attention in Washington for pres- 
entation to both your industry advisory committee and OPS mem- 
bers presently drawing that regulation. 

Mr. Muurer. They are not to initiate that locally, this request for 
increase in prices ¢ 

Mr. Baum. It is never on a national scale unless some sort of dif- 
ferential structure is presented for consideration on a local basis. 

Mr. Murer. Don’t you have machinery where they can come in 
and show the local situation is such they are entitled to an increase ¢ 

Mr. Baum. It would be probably on the basis of a general hard- 
ship in a particular area. 

Mr. Murer. Shouldn’t they do that, too? 

Mr. Baum. Yes. 

Mr. Buiss. I would like to call your attention to the same thing 
that came up, I believe, with the miners. The miners were in the 
same process of negotiations with the operators regarding a wage 
increase. 

Our prices, our wages, are naturally governed by what we receive 
for our services. We realize the cost of Cae has been going up, and 
we had to take some action. This was done through the proper pro- 
cedure of the local organization. We acted upon this in December. 
It goes back to the international office for approval. Any time we 
act upon any amendment to our constitution, it must go back there for 
aupeeeels and they O. K. it and put it in effect. 

3efore this got back, it so happened our international officer was 
back in Washington on the executive board of the American Federa- 
tion of Labor, and he was back there negotiating on some other matters, 
and our request wasn’t answered until the freeze came up. 

So I really believe it can be referred back to the date, to the time 
the action had taken place. If we had gotten it in right then and 
there, it would have been in effect. 

We actually took action on this amendment in December. That is 
when it was voted on, according to the constitution of our organiza- 
tion. That is why we ask for relief and refer back to that date. 

We acted upon our amendment to our constitution; some of them 
did jump the gun, but they were not in our organization. 
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We want to refer back to the time we actually—we actually have 
the minutes of that meeting. They are on record and show we actu- 
ally acted upon this thing in December. That is what we would like 
to have it roll back to at this time. 

Mr. Mvtrer. I really believe this committee need not do anything 
to help you, that you can get your help from the agency that is set up 
to help you, and they will help you. 

If by any chance you do not get your help through that source, you 
drop a note to Washington and we will follow through for you. 

Mr. McKinnon. The regional director of OPS is sitting here. 

Mr. Murer. And nodding his head to everything we say. 

Mr. Hour. I have a copy of that order the man from the OPS is 
talking about. During that time when these 1945 and 1946 prices are 
in effect, our people, who have reached a stage where they are frantic, 
they are losing their homes they bought and made payments on, and 
some of them are losing their shops operating on 1945 and 1946 prices, 
trying to buy things at the present level. 

Mr. Muvrer. You are entitled to relief, and I am sure you are going 
to get it. 

Mr. Hour. On the other hand, we are threatened with violence be- 
cause of the animosity created between one district and another, one 
shop owner and another. 

Mr. McKinnon. I think you will get rather prompt action on this. 

Mr. Motrer. Mr. Tolan do you wish to comment on this? 

Mr. Tovan. It didn’t develop overnight, and it hasn’t been cured 
overnight. I think, with both the order coming in and the hardship 
problem, if we can establish that hardship, we can work it out. 

Mr. Hour. Thank you. 


STATEMENT OF JAY E. BOLLING, JALTA MANUFACTURING CO., 
LOS ANGELES, CALIF. 


Mr. Botzinc. We manufacture furniture legs for chairs, couches, 
and overstuffed furniture and Hollywood bed legs. 

Mr. Huw. Just make the legs? 

Mr. Botuine. Yes. My problem, I think, is a little different to at 
least most of them in here today. Iam a small-business man. It isa 
new business, just started, I think, about 25 months ago, and I got my 
first order. 

The business hasn’t paid. I haven't made enough to even pay 
income tax for the year, although I increased about one-third in 1950 
over 1949. But the outlook is much better at the present time, if I 
can get the materials. 

I have on order at the present time an order for 50,000. That is the 
strategic material I am trying to get, 50,000 of those. And I can’t 
deliver a one of them. 

Mr. Murer. Have you looked for a substitute material ? 

Mr. Botuine. There is no substitute until you just take one; for 
instance, aluminum. That is what they call Zamac. It is made up of 
the five letters that make the material. I can’t give you the exact, the 
actual contents, but I think it is about 60 percent zinc, aluminum, 
copper—that is, 60 percent is the base there—and the other‘is zinc, 
aluminum, copper, and a small amount of catnay. 

Mr. Mutter. It appears you are using all strategic materials. 
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Mr. Boxtine. It is. There is nothing I can do about it. To cut m 
uota to 80 percent means to cut me out of business. As I just stated, 
or the past 2 years I haven’t made enough to warrant me to keep in 

business unless there is a future to it. I work 8 to 18 hours a day to 
try to improve and try to get this thing on a paying basis. 

I have at the present time enough of that material on my regular 
orders for this month. On the 50,000, I couldn’t deliver one. If I did 
I would be out of business tomorrow. I wouldn’t have anything to go 
ahead with my usual customers. 

Mr. Moutrer. Have you presented your case to the NPA office here 
on the ground of hardship? 

Mr. Botirnea. Here, and they advised me to come before this com- 
mittee. as they thought I had a little unusual case, in this distressed 
case, or whatever you call it. 

Now, unless I can get—this is, I understand, 80 percent is to be as 
much as I could get or would be what I was supposed to get. Unless 
I get twice as much as I have last year, it wouldn't pay me to stay in 
business. 

Mr. Mutter. Is Mr. Smith here? 

Mr. Situ. Yes. 

Mr. Mutter. Do you know anything about this man’s problem ? 

Mr. Situ. No. It isthe first I have heard of it. 

Mr. Murer. Whom did you talk to? 

Mr. Botirne. Mr. Chaffee, on the fifteenth floor. 

Mr. Mutter. Mr. Chaffee? 

. Boritne. Yes. 
. Smirn. We have a Mr. Chaffee. 

Mr. Borie. I talked to him a few days ago, and he told me—— 

Mr. Smirn. What was the material involved in your product— 
copper ¢ 

Mr. Bouurne. Here it is [indicating]. 

Mr. Smirn. Zamac? 

Mr. Bourne. Zamac. It is an alloy. 

Mr. Smiru. There is no restriction on use on the order. There isa 
downgrading percentagewise of quantity of material you could put 
into use in building the product. 

Mr. Bourne. I can use scrap Zamac. 

Mr. Smiru. Irrespective of whether it is secondary or primary or 
what, the same rule holds. 

Now, the only possibility of having added quota is through the 
exceptions in the order, which permit going back to Washington and 
substantiating your need. 

Your base period was inadequate for various and sundry reasons, 
whatever they were, and set up from your average use last year, which 
was too low, your requirements over and above that, and ask if such 
quota could be authorized. 

Now, all of our orders carry that right, to go back on the basis of 
appeal, so called. That is what that would be. There is no other 
recourse, because otherwise you are limited to your hase-period usage. 

Mr. Mutter. Mr. Smith, will you have somebody on your staff help 
process his application for relief? 

Mr. Smrrn. We can advise him as to the best means—— 

Mr. Mvtrer. Advise him what to do. 

Mr. Smiru. The best words to use in the request. 
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Mr. Mutter. Help him as much as you can, and let us know what 
the result is. 

Mr. Smrrn. See me anytime. I will be glad to talk to you. 

Mr. Botting. Your 0 are where? 

Mr. Sarru. 1546, this building. 

Mr. Bouirne. Thank you. 

I might ask the committee or Mr. Smith, either one: Is there any- 
thing I can do in the meantime to keep me going until this gets through, 
to get the other material or a slight amount of it? 

Mr. Smrrn. No, because actually this office has no authority to grant 
any material grant over and above the base period established in the 
order. The aap thing it could do is help to get quick action in getting 
your letter ready and air-mailing it and stressing your need. There 
shouldn’t be too great a delay in getting a reply. 

Mr. Botte. Thank you very <a 

Mr. Mutrer. I hope we have been of some help. 


STATEMENTS OF JOHN DAVIES AND JACK DAVIES—Resumed 


Mr. Mutter. Mr. Davies, you were here yesterday and made a very 
fine presentation. I think we would like to hear what happened 
since you were here yesterday. 

Mr. Jack Davies. There were two main things we discussed yester- 
day, after talking with this committee, and having an opportunity of 
meeting with representatives of the General Services Administration 
and the RFC. 

On the financial problem, we talked with Mr. Smith of the RFC, and 
it became clear that the steps we had taken in the past were about all 
we could have done. In other words, we didn’t have the proper col- 
lateral, so the RFC naturally were unable to see a loan picture shape 
up, as things stood at the time. 

At the time we made our original inquiry for financial aid from 
the Government, the provisions of the National Security Resources 
Board financial assistance program were such that they were primarily 
for capital expansion. 

We were given to understand yesterday that since that time there 
have been slight indications that that view or that policy may be 
modified. However, we had gone further than we had thought. We 
put in an application for a V-loan to the Federal Reserve. As of 
yesterday we had received no word as to the progress of that loan. 

Mr. Smith told me if that loan were denied or couldn’t get funds 
from that source, to come back and he would see if modifications in 
RFC policy since our original effort might make it now possible. 

We are happy to report, however, Mr. Wahlgren of the Depart- 
ment of Commerce has made more direct inquiry for us through the 
Federal Reserve, and our loan apparently eh ed favorably regarded 
by the local bank of the Federal Reserve and has been forwarded with 
their approval, and completion of our loan is expected within a week, 
which to us is very good news, indeed. 

On the other score, we talked with Mr. Maaske and Mr. Bennett 
of the General Services Administration with regard to specification 
and bid opportunity. $ 

It would seem that the General Services Administration is a much 
more decentralized operation than other branches of the Government 
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when it comes to buying, apparently, on our desk contract. It was 
more of an exception. 

The Quartermaster normally wouldn’t buy desks, wouldn’t be in the 
market to buy desks, and they would be more normally purchased 
por.sners through the General Administration Services on a national 

asis. 

It seems unfortunate the Quartermaster does not have a local con- 
tracting officer we could deal directly with. If the General Services 
Administration had bought the desks, we would have local access to 
the inspection, and discretion would be right here, and we would be 
able to deal with them. 

They offered all the assistance they could in helping us to overcome 
this problem, insofar as their office was able. They have already taken 
steps to obtain for us color samples, which we have up to now been 
unable to get. 

They have wired for the samples to the Washington offices of the 
General Services Administration. We expect to hear from that soon. 
They also took steps to assure us we are listed with the General Serv- 
ices Administration up and down the coast for their procurement on 
a regular annual basis for desks and other furniture. 

Mr. McKinnon. It seems to me you could draw from this, you 
people that have had a lot more experience on certain standardized 
items, like desks and other things of a similar nature, if they were 
placed in procurement with our General Services Administration in- 
stead of by the military branch going to use them, and you would have 
a wider spread of availability than having them centralized in a pro- 
curement office in one specified -—— 

Colonel Patties. Normally they go through General Services Ad- 
ministration. I believe the purchase he talked about was an emergency 
purchase. 

Mr. Mutter. That is the very purpose for the General Services Ad- 
ministration taking this over. 

Mr. Joun Davies. I don’t think it was an emergency purchase. I 
think it was purchases made before General Services Administration 
was completely organized to take over a lot of the duties. 

Mr. Mutrer. We hope this will not occur again and there won’t be 
a repetition of that. 

Mr. Jack Davies. It would seem there is a slight difference in speci- 
fications. The desks the Quartermaster is buying, if you looked at it 
you would say it is the same desk the General Services Administration 
1s buying. However, that is not the case exactly. 

The General Services Administration specifications, in our opinion, 
are much more modernized, as compared with the others, and offer 
considerably more discretion to a manufacturer who is experienced in 
the production of that type of merchandise. We would feel that would 
be properly the thing that should normally be done. 

Mr. Muurer. Thank you very much. 

Henry North. He is the last witness I have on my list that wants to 
be heard. 

(No response. ) 

Mr. Murer. Apparently he got tired waiting. 

I have gone through my whole list. I hope I have called everybody 
that wants to be heard by this committee who is here. 








1102 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Since no one rises and asks to be heard, I will assume we have heard 
all witnesses that want to be heard. 

Mr. Raguso, did you want to make a statement at this time? 

Mr. Raeuso. No; I have no statement to make for the record. 

Mr. Muvrer. Does Mr. Tolan or any of the other emergency agency 
representatives want to make a statement at this time? 

r. Toran. No; thank you. We will be in San Diego tomorrow 
with the committee. 

Mr. Mourer. That will be fine. 

Mr. Braprorp. I am Mr. Bradford, regional director of General 
Services Administration for Arizona, California, Nevada, and Hawaii. 

I would like to make one statement I failed to make to your com- 
mittee in San Francisco, and that is on this question of negotiating 
procurement contracts. 

We negotiate less than 1 percent, much less than 1 percent, of all 
the material we buy. Whenever we do negotiate for some specific rea- 
son, we give 10 days’ notice through the Department of Commerce 
Register to people so they will know what we are doing and negotiat- 
ing for. 

I would like to add one figure about our procurement here in south- 
ern California. Out of $1,000,000 procured down here, which is in 
addition to the $1,200,000 that I told you we procured in 3 months 
in San Francisco, 75 percent of it down here went to concerns with 
less than 500 employees. I don’t make much out of the re 500. 

Mr. Muvrer. That is the definition for “small business,” 500 or less 
employees. Any firm employing 500 or less persons is considered 
small business. 

Mr. Braprorp. It is used by us because we have a letter from Mr. 
Truman that tells us to use it. 

Mr. Mutter. Is there anyone else who would like to make a state- 
ment at this time? 

(No response.) 

Mr. Mutrer. If there is no one else who would like to be heard or 
make a statement, may I express our thanks on behalf of the com- 
mittee to all the members of the various services, the armed services, 
as well as to the emergency agencies, for their fine cooperation. 

We say to the people of Los Angeles that it has been a privilege to 
be here and to hear them and try to help them. We hope some good 
will come of this meeting. 

(Whereupon, the committee adjourned at 4:50 p. m. on Thursday, 
April 5, 1951, at Los Angeles, Calif., to reconvene at San Diego, Calif., 
on Friday, April 6, 1951, at 10 a. m.) 











PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


FRIDAY, APRIL 6, 1951 


House or Representatives, 
Suscommirree No. 1 or THE 
SeL.ect ComMITTEE ON SMALL Business, 
San Diego, Calif. 

The select committee met, pursuant to adjournment, in the audi- 
torium of the Chamber of Commerce at San Diego, Calif., Representa- 
tive Clinton D. McKinnon of California (presiding). 

Present: Representatives McKinnon (presiding), Mike Mansfield 
of Montana, Abraham J. Multer of New York, and William 8. Hill of 
Colorado. 

Mr. McKinnon. The meeting will please come to order, 

I might explain that the Select Committee on Small Business of 
the House of Representatives has been in California this week and we 
have held a 2-day hearing in San Francisco and a 2-day hearing 
in Los Angeles, and this will conclude our west coast hearings. 

We will leave tomorrow for Washington and get in touch with the 
other subcommittee that has been working the east coast, and after 
studying the transcript that we are taking on the testimony of the 
witnesses that have appeared before us on the west coast and the east 
coast, we will then get in touch with the various procurement agen- 
cies and the oiher departments of the Government and see what we can 
do in the way of working out some of the hurdles and obstacles that 
stand in the way of the small-business man in his contribution to the 
war effort and in his effort to stay alive in this war economy we are 
entering. 

The House of Representatives, as well as the Senate, is very much 
concerned over the healthy condition of small business. We realize 
that small business is that stepping stone for big business that makes 
our democracy in the United States healthy and creates the oppor- 
tunity that we hold so dear for our free enterprise system. 

We know, too, from the facts and statistics as the result of World 
War I and World War II that whenever we enter a military prepara- 
tion period small business is usually the first mortality. There is a 
high mortality in small business. 

As we go into this mobilization period we, are determined in the 
Congress to do everything we can to channel war orders and channel 
matériel and do everything in our power to help small business keep 
alive and survive this period of mobilization. 

We realize there are a lot of things that a rapid mobilization makes 
impossible to overcome. We can’t do everything for small business. 
Small-business men themselves must use a lot of initiative and enter- 
prise and ingenuity to stay alive. 

1103 
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What we are trying to do is create stability as much as ible for 
the benefit of small-business men and small industries. That is not 
only to help the people out as individuals but to help the war economy, 
because small business contributes a lot to war effort. 

This committee has had with it various representatives from the 
Government ncies from the time it sta in San Francisco, to 
date. We had representatives from the Department of Defense 
through the munitions office. We had a gentleman from the Navy 
and one from the Air Force and one from the Army and also various 
other procurement offices were with us. 

We have also had representatives of the Department of Commerce 
and the NPA and the Office of Price Stabilization, and the General 
Services Administration and other agencies that are buying or deal- 
ing with small-business men in this mobilization period. 

Here and there we have been able to get some results immediately. 
This morning I was talking with one of our staff on small business 
in Washington, D. C., and he tells me that the Department of De- 
fense is adopting a policy of wider—and more offices—wider disperse- 
ment of procurement activities, with more offices being set up for the 
convenience of small-business men that can’t travel long distances 
to work on war orders. Likewise, the NPA announced yesterday it 
is taking steps to try to assist the smaller manufacturer and the 
smaller businessman in a more equitable allocation of materials. 

We feel some of these meetings we have been holding on the east 
and west coasts are already ne to show the conditions that 
small-business men are concerned with. 

Due to those conditions various Government agencies are begin- 
ning to take steps to rectify those conditions for the small-business 
man. 

The first thing I would like to do is introduce and call upon some of 
the Government representatives who are here, for a brief introduction 
and later on we will come back to them, as to their particular an 
specific jobs on this defense mobilization period. 

I feel very honored, and the committee is very honored, and I am 

lad to have the commandant of the Eleventh Naval District with us, 
ar Adm. Wilder D. Baker. 

I wonder, Admiral Baker, if, while you are on your feet, you will 
introduce the members of your district who will be with us this 
morning and this afternoon. 

Admiral Baxer. I will be glad to. There is Captain Johnson of 
the district civil engineers office, who is in charge of all civil engineer- 
ing in the district, for me; that is, he is my personal aide. 

here is a new organization which has divided the district civil 
engineers and the district public works office. It is a little bit com- 
plicated. But Captain Johnson is still the man to see. 

Then Commander Chambers is our ordnance officer, who is in charge 
of all Bureau of Ordnance activities in this area. 

And Commander Malcolm of the Supply Department, who is our 
procurement officer. 

I am sure that any of those officers will be glad and able to answer 
questions. 

Thank you very much, sir. , 

_ Mr. McKrxnon. We will be glad to have you remain with us, if 
time permits. 
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Admiral Baxrr. I am sorry but unfortunately I did not know this 
committee was going to be here today and I have made other com- 
mitments. 

Mr. McKinnon. You are operating a pretty large establishment. 

Admiral Baker. We have room for a lot of small-business men, if 
any of them want to build rental housing. If I may be excused now, 
sir. 

Mr. McKinnon. Surely. Next I would like to call on Colonel Phil- 
lips, representing the Munitions Board out of en and I 
believe we have some procurement officers here from the Air Force. 

Mr. Oumer. My name is Horace G. Ohmer. I am the Air Force 
contracting officer in this region. 

Mr. McKinnon. Are you located in the San Diego district now? 

Mr. Oumenr. Yes. 

Mr. McKrwnnow. Is it true, as I understand, and someone told me, 
that the Air Force is opening new procurement offices in San Diego! 

Mr. Oumer. We anticipate doing that, but-we are not set up for it 
yet. Weare going to do it; yes. 

Mr. McKinnon. Then we see actually in operation in San Diego 
the announcement that a call came out yesterday, I believe, from the 
Office of Defense that they are going to expedite their offices. 

Mr. Oumer. Yes. 

Mr. McKinnon. I believe the Army is represented by procurement 
officers of the Army, the engineers. They will be in a little bit later. 
They told me yesterday they would be here. 

We have with us Mr. McCormick of the Office of Price Stabilization 
from Washington. ’ 

We also have Mr. Ed Bates, the regional director for the Depart- 
ment of Commerce and NPA. 

Mr. Bates, will you please introduce your men in San Diego? 

Mr. Bares. Our San Diego office has three representatives here. 
Mr. Arthur C. Johnson, the manager, and Mr. Joseph Mc Andrews and 
Mr. Kenneth Vaughn. 

Mr. McKinnon. I don’t see Mr. Bradford from the General Services 
Administration. Is there a representative here? 

Mr. Bennerr. Robert Bennett, manager of the Los Angeles branch 
supply center, General Services Administration. Mr. Bradford, the 
OE director, will be in very shortly. He was delayed. 

Mr. McKinnon. I see that we also have Mr. Berry here represent- 
ing the Veterans’ Administration, should any problem arise in that 
connection. 

I do hope I have not overlooked anyone. 

Mr. Wausu. Ed Walsh of the FHA. 

Mr. McKinnon. We are glad to have you with us, Mr. Walsh. I 
don’t know whether we will have any question with you. 

The reason we have introduced these people is that in these meet- 
ings we try to take care of the problems specifically as they arise. 
Sometimes these people have the answers you are looking for, if you 
ask the right questions. 

Also, the RFC is represented. 

Mr. Smirn. Harry Smith of Los Angeles, representing the RFC. 

Mr. McKinnon. Are there any others 
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Mr. Steruens. Everett Stephens of the Public Housing Administra- 
tion. And Mr. Austin of the Public Housing Administration, deputy 
general, my boss. 

Mr. Avison. And the chamber of commerce. 

Mr. McKinnon. I was going to come to that. We have with us as 
our host the chamber of commerce, Mr. Grove and Mr. Avison. 

Mr. Avison, you are in charge of the small-business committee that 
heads that department of the chamber? 

Mr. Avison. Yes. 

Mr. McKinnon. On my left is Congressman Multer, who comes 
from Brooklyn. You can see there are a lot of things that come from 
Brooklyn in pretty good packages that don’t tie up with trees. He is 
also a member of the House Banking and Currency Committee. 

Over here we have Congressman Hill, of Colorado, a member of 
the Agriculture Committee. He is one of those Republicans that we 
think an awful lot of on the Democratic side. He is a very fair man 
and a very fair-minded man. 

I would like to mention that our committee operates strictly on a 
nonpartisan basis. We don’t allow politics to come into it. 

We feel that our interest in small business doesn’t know politics, 
but is concerned with the financial problems and economic problems 
of small business. We don’t get involved in politics. We are trying 
to do an economic job. 

Our first witness this morning is Capt. B. F. Jenkins. 

I believe you have with you, Mr. Jenkins, Mr. Rayburn. 

Mr. Jenkins. Yes. 

, Mr. McKinnon. May I say that we will try to get to everyone that 
wants to be heard, and for that reason we are going to have to put a 
time limitation on the testimony. Please make yourself as brief and 
to the point as possible. 


STATEMENTS CF B. F. JENKINS, CHAIRMAN, CHAMBER OF COM- 
MERCE CONSTRUCTION INDUSTRIES COMMITTEE; ELMER BELT, 
SQUIRES BELT MATERIAL CO.; AND PAUL B. RAYBURN, JR., 
INDUSTRY SUPPLY CO., SAN DIEGO, CALIF. 


Mr. McKinnon. Proceed, Mr. Jenkins. 

Mr. Jenkins. The construction industries committee of the cham- 
ber of commerce has been very interested in the housing problem of 
San Diego. As the chairman of that committee, I brought with me 
two additional members who will give you detailed information on 
their special material problems. 

Very briefly, our problem in San Diego is one of housing brought 
about by a very large military population, especially naval, and a 
large number of plane plants, all of whom have vastly increased their 
number of employees. 

Without going into the controversial questions of statistics, let it 
be said that our housing needs have been variously estimated at from 
20,000 to 50,000 units within the next year. 

To more briefly acquaint you with our back production on housing, 
last year we produced in the greater San Diego area about 12,900 units, 
6,300 of which were in the city of San Diego itself. 

At the time that we were doing this the national housing produc- 
tion was 1,300,000, which the Federal Government, due to material 
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shortages, intends this year to reduce by some 40 percent, to a figure 
of 800,000 to 850,000, 

We have been operating up to the present time at approximately 
30 percent increase over last year. We have been able to substantiate 
that production, as far as materials are concerned, due to the fact 
that we were quite adequately supplied with materials from last year 
and we were getting them in in reasonably good quantities. 

Since allocation of metals we see the amount of materials essential 
to building the housing units gradually being reduced. We are very 
concerned about the future in our effort to produce this large number 
of housing units, which’ are here needed. 

At the present time I would say our principal problems lie in the 
fields of electrical wiring, plumbing supplies and plastering supplies. 

I am not going myself to attempt to comment upon plumbing and 
plastering because I have with me two men who operate sizable houses 
in those specific materials. But in reference to the general subject 
of electrical supplies, which seems at the present moment to be one 
of our critical problems, conversation with approximately a half dozen 
supply people and contractors in that field discloses a more or less 
universal opinon that there is adequate supply of wiring in the manu- 
facturers’ hands and in many cases in the actual suppliers’ hands. 
But the electrical contractor who will be engaged in the wiring of 
the houses is unable to get that material out. 

We are now having houses actually stand in San Diego for the lack 
of electrical wiring, and we find that many companies desiring to 
increase their volume, or, in some instances, to enter the housing field 
here, have no opportunity to obtain a bid even for the electrical work 
due to the shortage of electrical wiring. 

Housing has no defense-order priority. It is a more or less general 
feeling that unless something is done to enable housing to compete 
with other holders, that the question of electrical wiring will project 
itself all the way through. 

I think, gentlemen, that there is one thing that is happening and 
that is this: Allocations from suppliers are going pretty much in 
accordance with the percentage cut from last year’s volumes. In 
other words, they are going into all the cities and towns of the United 
States in relation to their last year’s volume, which has been reduced 
by some 40 percent. 

If our problem were a problem of a simple city and not a defense 
impact area, which I am sure we could justify to you very quickly, 
we probably would be able to also support ourselves adequately. But 
we have this need for a vast increase in housing, which cannot be sup- 
ported except by an increase of materials over last year’s supply. 

The gentlemen to follow me will also bring out information espe- 
cially in the fields of plumbing and plastering materials, in which such 
allocations as made during the last war, and are at present being 
made by the prime suppliers of those materials, have been based upon 
a start of 1940 population, which has never been brought up to ade- 
quate means in relation to our vast increase from the year 1940. 

In other words, they have always lagged behind our population 
increase in estimating our needs. As a consequence we have had a 
constant problem of materials which dates back to the year 1940. 

Do you have any questions? 
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Mr. McKinnon. That concludes your statement ? 

Mr. Jenkins. Yes. 

Mr. Hiv. I was going to ask this question: What were the number 
of your starts in 1950 on new houses right here ? 

Mr. JENKINS. Twelve thousand in the greater San Diego area and 
6,300 in San Diego city proper. 

Mr. Hitt. Were most of those completed, or quite a number ! 

Mr. Jenxuns. Those figures you might take for starts and comple- 
tions, because t!.e previous year we had appromeneiey 9,000, and the 
carry-over and so forth, I think you could estimate 12,000 to be the 
approximate number of starts and completions within the year 1950. 

r. Hitt. Your feeling is that the way your demand for houses in 
this community is that you are still increasing and you shouldn’t be 
cut on the national basis? 

Mr. Jenxins. We cannot be cut and produce anything like the 
amount of housing needed here. 

Mr. Hirt. Well now, the next question is this: What is the estimate 
of the number of starts you should have in order to keep you mov- 
ing with the increase in your population ? 

fr. Jenxins. Well, as I said, that all depends upon with whom you 
talk. But, certainly, we need 15,000 to 20,000. 

Mr. Hitz. You should increase over last year’s. 

Mr. Jenxrns. Anything from, say, 5,000 to as high as 20,000, In 
other words, it is said by—no doubt you will testimony today—it is 
said by both the Navy and our plane plants with certainty, and it can 
be justified, that they have great problems within the plane plants with 
keeping men in San Diego because of the lack of housing, and in the 
Navy their problem is acute in personnel, in here, passing through 
here or stationed here on the vastly increasing number of naval ships 
that are in commission and operating from here. 

Mr. Hix. If I understood your testimony correctly, you place three 
things that are bothering you here. You said nothing about the one 
that we hear the most often about, which is finances. 

You are all set up on everything wiring, plumbing, and plastering, 
according to your testimony. 

Mr. Jenxins. No; we are not. 

Mr. Hit. You still have other troubles? 

Mr. Jenkins. We understood that this committee was not interested 
in the other problems of construction. We also have our problems of 
financing, which are very acute. 

Let me say only this: That on financing there is a withdrawal from 
the market each day of more companies that have been financing our 
operations. I can furnish specific informatiton to the degree that 
you would give me the time, but I didn’t understand you wanted that. 
_ Mr. ae ag Maybe I shouldn’t have mentioned it. I wanted to keep 
it In mind. 

Mr, Jenxuns. I think it is very desirable, because I told Mr. Me- 
Kinnon before the meeting that in addition to our material problems 
our financing problems were extremely acute. 

In that particular we have a lot of work going from last year, which 
was financed some time ago. It is much more difficult at the moment 
to finance anything than it was 6 months ago. ; 

Mr. Hit. Of course, that might arise from the very three problems 
you mentioned. No one wants to start to finance a housing project 
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and have in the back of his mind the idea that when he got it almost 
up to where he could install his plumbing he couldn’t do it ; he wouldn’t 
be much interested. 

Mr. Jenxrns. I don’t think that is the reason they are withdrawing 
from the field. 

Mr. McKinnon. What reason do you give, or do they give you! Or 
do they give you reasons? 

Mr. Jenkins. They don’t give us any reasons. We have to surmise 
what they are. The banks, as you know, in California generally 
haven’t been taking anything but FHA financing for a year or more. 
Our building and loan companies have been financing much of our 
veteran construction, and the banks during the FHA. 

Especially about a year ago the insurance companies started to 
enter the field of financing veteran construction. They are pulling 
out of that field very, very rapidly at the present time. 

Mr. McKinnon. What surmise do you make as to why these com- 
panies are leaving the San Diego financing field? 

Mr. Jenkins. Well, personally I think it is related to the interest 
rate on the veteran loan. That is a 4-percent loan, if you remember. 

I think, looking at the 4-percent earnings, and what they can earn 
on bonds, pbs ¢ 23, percent, in that vicinity, to service 4 percent, 
there is no margin for anybody to do that if they can earn nearly 
3 percent on something that requires no servicing charges. 

Mr. Huu. The question arises immediately in my mind, how about 
your relation of veteran houses to your other need for houses. I mean 
your labor. 

Mr. Jenkins. We have great need, as Admiral Baker called to your 
attention, for housing. Rental housing is not being produced in San 
Diego at the moment for one good reason. The present financing 
arrangements are not adequate to the extent that a company has to 
invest too much of its working capital. 

Mr. Hux. Whom would these rental houses houses be rented to, to 
what class of people ¢ 

Mr. Jenkins. They would be rented by Navy, aircraft workers and 
general population in San Diego. 

Mr. Hitz. Not to veterans as such? 

Mr. Jenkins. No, not veterans as such. There is a considerable 
amount of veteran housing still going on that can be furnished for 
nothing down, up to 10 percent. 

So the veteran has opportunity to obtain housing in that field. That 
is all I have to say now. 

Mr. McKinnon. Mr. Multer? 

Mr. Mutter. No questions at this time. 

Mr. McKrynon. Do you wish to have your next man proceed ? 

Mr. Raysurn. Captain Jenkins has, of course, covered the field 
from the standpoint of the construction industry. I am here as a 
representative of the wholesale plumbing and heating industry. 

It is certainly not as a complainer that we are here, because we are 
doing business. But if we have to do the additional job that is in- 
dicated by Captain Jenkins’ remarks, then we must have additional 
allocations of material in here, because we are not able to keep our 
head above ground at the present. time. 

There are factors that we do not seem to be able to surmount in 
this problem of allocation of materials, Our industry revolves around 
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steel pipe, cast-iron soil pipe, copper products, plumbing fixtures. 
They are all made of critical Zestedials and they all seem to be allocated 
on a historical basis, that I will again repeat, as Captain Jenkins did, 
that dates back to 1940. 

Very specifically we have never been able to overcome steel-pipe 
allocations in this area that date back to 1940. We have not been 
able to overcome plumbing-fixture allocations that date back to 1940. 

I think that our failure to overcome those has been occasioned, in 
the instance of steel pipe, by the famous basing-point decision, which 
made it impractical for inland producers of steel pipe to continue to 
serve the Pacific coast area. 

We have had a constant withdrawal of those inland manufacturers 
from the service of the Pacific coast area. We have had a withdrawal, 
in the instance of plumbing fixtures, of certain iron manufacturers 
from the field. They no longer — to this area. 

Despite consistent efforts throughout the industry, they have been 
unable to convince middle western and eastern manufacturers that 
they should break down their pattern of distribution and recognize 
the tremendous growth of the Pacific coast. That is probably con- 
tributed to or, I should say, their attitude is probably contributed to 
by the fact they recognize we do have a mm industry out here 
and the middle western and eastern manufacturers, to a large degree, 
I believe, feel they should not increase shipments to this area when 
they will, in more normal times, be confronted with manufacturers 
located on the coast. 

They have a natural reluctance to building up their production out 
here, and yet the manufacturers out here just can’t take care of the 
demands, such as we have confronting us today. 

Probably, in my mind, the only thing that will bring a sufficient 
flow of our material into this market, to take care of the anticipated 
or the stated need for housing, and its supplementary development, 
will be some form of priority system which does not exist today except 
in the instance of materials for direct Navy or Army requirements. 

Mr. McKinnon. That finishes your statement? Do you have any 
questions, Mr. Multer? 

Mr. Mutrer. Not at this time. 

Mr. McKinnon. Mr. Hill? 

Mr. Hitt. No. 

Mr. McKinnon. We will hear next from Mr. Belt. 

Mr. Bevr. I don’t know what I can add to what Captain Jenkins 
or Mr. Rayburn have said. They have gone over this story pretty 
thoroughly. Only I want to make this one point. It is my main 
gripe in the terms of construction industry, and that is allocations. 

I think that the allocation set-up should be reviewed and set up 
differently than what it has been here in the past year. There have 
been bisel-midribet stuff, too much black-market stuff come in here of 
the same type of materials we handle, and I lay it all to the improper 
viewing of the situation in the allotment of material by whoever is 
the prime furnisher of these materials. 

We have been setting here short of cement, lime, plaster at times 
that held up jobs, Government jobs, as well as the other type of jobs. 

If something could be done along those lines, I think we could be 
helped a lot in our particular line. I don’t know what I can add to 
that. That is the main thing I want to talk about. 
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Mr. McKinnon. It seems you have two major problems. One is a 
matter of allocation, which comes through the NPA. The other is 
the stamping out of the black market, which comes through the Office 
of Price Stabilization program enforcement. 

I was talking to Mr. Tolan on the plane coming down last night 
about that. I understand they plan, as soon as they get their set-up 
under way, to come in on that deal of price enforcement very, very 
rigidly. ; 

On the matter of allocation, we have with us the NPA in charge of 
allocations. In the housing bill being worked on in Congress, we give 
the President authority to allocate materials in the defense impacted 
areas. When and if that bill passes the House—and I imagine it will 
be passed in one form or another there—and the Senate, within a few 
weeks, I think the problem you raise will be the basis for allocating 
the materials to defense areas where materials are needed critically, 
as in San Diego. 

We realize they are trying to curtail construction of homes and 
allocate the materials to homes where the material is most urgently 
needed. And San Diego is a good example of that. There is legisla- 
tive relief on the way, however. 

In the meanwhile, as to the possibility of Government agencies 
encouraging private suppliers to allocate more materials to a given 
area, I don't know whethey they can have any effect on that. 

Mr. Bates, would you like to comment on that ¢ 

Mr. Bares. I think this testimony is a matter that your committee 
should lay before the National Production Authority in Washington. 

The matter that is here referred to, it seems to me, is, as I listen to 
the testimony, a matter of business policy on the part of many large 
manufacturing concerns, most of which, I believe, must be in the 
Midwest and along the eastern seaboard. 

It is a matter which goes beyond any NPA policy, as it is written, 
or any allocations. ‘I think it might be that it is a regional distribu- 
tion problem. 

Mr. McKinnon. Yes. 

Mr, Raysurn. May I comment on that ? 

Mr. McKinnon. Yes. 

Mr. Raysurn. It is a matter of manufacturers’ policy in a sense. 
But it was generated, in the instance of the very important item of 
steel pipe or steel products, it was geherated by the WPB in the early 
case of their existence, when they adopted 1940 as a basing year and 
instructed the manufacturers to allocate their material on that basis. 

That has carried through clear up until the present time, when the 
same form of allocation is recognized by the present steel order M—6, 
which does not limit a manufacturer in what he may give a customer 
but which does say he must give his old customers a proportion of his 
production in direct relation to what he gave him in the first 6 months 
of 1950. 

Again you are establishing a historical pattern that will continue to 
put material into areas that de not necessarily have to have it as 
badly as we have to have it. ‘ 

That again brings about the black-market condition that Mr. Belt 
has touched on. We have seen that happen time and again. 


86267—51—pt. 1——71 
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Mr. Hit. This is a changing period. Here isa r dated March 
5, New York Herald Tribune. ert says: ont 

United Press story. The National Production Authority today removed all 
restrictions on the use of steel for making bedsprings, mattresses, and sofa beds. 

Now I think that is important because it shows that the steel is be- 
ginning to pile up» and the very thing of which you are complaining 
— sr gin to ease up a little. Let’s hope that is true. 

do not think you should think of this as a rigid control, because it 
was never meant to be that. Here was the idea: If the manufacturers 
would be given a little time to straighten out what you complain of, it 
would be much better than to force it from the top. 

Now, from what I read to you dated yesterday out of the paper, it 
may be that a little softening up is beginning. Let’s hope that is true. 
If it dees, you should begin to get the benefits of it as quickly as anyone. 

Mr. Jenxrns. May I make one more comment on that ? 

Mr. McKinnon. Yes. 

Mr. Jenkins. That is this: That we have here tried to touch only 
the high points of the most critical materials as we see them at this 
moment. But a condition, which is now existent in the United States 
is that condition, and unless changed will never solve our prob- 
lem here for these reasons: Whatever the amount of steel that has 
to go in the military production is, whether it be 5 or 25 percent, has to 
come off civilian consumption. It has to come off housing, as one of 
the problems. 

For some strange reason they have cut housing in the United States 
by 40 percent and reduced automobiles by, say, 10 percent. 

Mr. Mutrer. You see what Mr. Hill has tried to make plain, though, 
is what we are interested in doing if we can, and that is to build up 
production so you won’t need any controls, so that your production 
of the steel and other strategic metals, after we have stockpiled all we 
need for the military, will leave enough for the civilian needs to have 
enough. 

We appreciate that an area like San Diego needs special attention. 
The thing we have to do is try to work it out here where you do need 
this additional housing, so that you can get it despite an over-all 
restriction. 

We were told in Fresno that there are vacancies, and one other place 
in northern California, that there are a lot of vacancies. They don’t 
need any new buildings. But you need it here. So it is a matter of 
trying to channel the material in here so you can have what you need 
here. 

Mr. Jenxins. You have touched on what we are talking about 
exactly. 

Mr. Huns. You might add, if you are made a civilian defense area, 
you can take your trouble directly to the top of the Allocation Board 
and get special allocation for this kind of an area, which you certainly 
need. 

Mr. Jenkins. We are trying to exhaust every possibility to solve 
our problem because the pressure on San Diego is very great. 

Mr. Mutrer. We have ~“ very much impressed throughout these 


hearings at the efforts being made on behaif of the businessman to 
help himself before he looks to his Government for help: That is 
what we like. 
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At the same time we want you to know that the Government agencies 
are set up to help you. If you have a problem, bring it tothem. You 
will find they are most cooperative. They want to serve you as well 
as government. 

Mr. McKinnon. Your case is in the record. The full committee 
will read that and study it. We are going to keep after them back 
there, so far as our own representation goes, to see if we can get relief 
for San Diego. I think we will be able to get it, primarily on the 
situation of San Diego being an impact area. That will give the 

ower to the NPA to allocate special material consideration in San 

iego. 


STATEMENTS OF WILLIAM S. PETRY, NATIONAL STEEL & SHIP 
BUILDING CORP., AND EARL CLAGGETT, SAN DIEGO, CALIF. 


Mr. Ferry. Our problem is twofold in this respect: I represent 
vart of the steel amy in this community, National Steel & Ship 
Suilding Corp. 

We are in a twofold problem in this respect: Steel pertains na- 
tionally to our fabrication of buildings. Mr. Claggett represents our 
shipyard, 

We build steel hulls, tuna boats, and papas to the same. I have 
been asked to represent also Campbell Machine and Harbor Boat and 
the rest of them. 

There is no set-up, no system, whereby we can replenish our stocks 
that we have sold to our customers. 

Let’s start first with outside of our country. That is one of the 
things we have to bring in, Mexico, at this time. We have nothing set 
up for Mexico. A Mexican boat comes in to our harbor or shipyards, 
and according to our set-up we cannot sell them any material Se 
we cannot replace it. 

What we have been striving for is some sort of an allocation system 
by which we can take care of our good neighbor, Mexico. 

There is a great trade, always has been, through San Diego, which 
is in this area close to Mexico, in steel products. 

As the gentleman brought up before, our boats—we do the repairing 
of boats—the Mexican citizen coming in now, in good faith, into our 
area here, tries to buy materials; and anything under control he 
cannot buy; he just can’t. 

What we are striving for is some sort of an allocation proposition to 
be set up to take care of them, primarily. 

Then, going into the second phase of it, we have no allocation at 
all for new construction. Our particular problem we have at Na- 
tional Steel is that we have three boats under construction right now, 
two wooden boats and one steel boat, and if there isn’t some set-up 
quickly made whereby we can procure material to finish these boats 
they are going to lie there. 

Now, that is a terrific investment on the part of the boat owner 
and on the part of us, our company; and also we are going to lose 
employees. We can’t exist unless there is something set up by which 
we can procure materials that have heretofore not Seon allocated. 


That is about the only thing, unless Mr. Claggett has something 
to say. 
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Mr. CLacerrr. Regarding the shipyard, as Mr. Petry stated, in the 
construction of these new vessels we have material purchased as long 
ago as 3 months which has not been delivered. 

The reason they give for not delivering the material is that people 
are coming in with DO's and the company gives them, we will say, a 
motor which we have had on order for 3 months, and we will not get 
the motor to complete our vessel, unless we do have some allocation 
given to us. 

Mr. McKinnon. You have no allocation at the present time? 

Mr. Perry. No. 

Mr. Ciaccrrr. No. 

Mr. McKinnon. You are simply out on the open market, doing the 
best you can? 

Mr. Perry. Yes: or the market Mr. Belt brought up, which we don’t 
care to patronize. 

Mr. McKinnon. We have taken this problem up through my office 
some days ago. 

Mr. Perry. That is very true. 

Mr. McKinnon. You are familiar with the report that came back. 
They can take care of cases like this on an emergency basis if you 
make application. Have you made application / 

Mr. Perry. I believe that is in process. 

Mr. Ciaccrerr. As I understand, the application has to be made by 
the owner of the particular vessel, if you are speaking of new con- 
struction. 

Mr. McKinnon. I think the firm would make the application. You 
are the fellow that has to buy the steel or'motor. 

Mr. Ciacerrr. Yes. 

Mr. McKrynon. You would be the one to make application for 
the hardship. I think the same thing is under way now, for this Office 
of International Trade, for the Commerce Department to take care 
of allocation of steel for your Mexican trade, to also keep that trade 
alive and keep your employment in that regard. 

Mr. Perry. That will come in the heading of our paint and allo- 
cated for the Mexican part? 

Mr. Mvvrer. Yes. 

Mr. McKinnon. My advice would be to get your application in 
immediately. Process it through your local office here, and they in 
turn will teletype it or get it back by air mail to Washington. Our 
office back there will push on the thing to get immediate consideration. 
And maybe that situation as an individual situation can be taken 
care of. 

Mr. Mvurer. Your situation is different from Captain Jenkins’, 
which is an industry-wide proposition, which we have to get some leg- 
islative action on to finally solve. 

Here is an emergency case that we can get something done on per- 
haps while we get the general order set up on a long-term basis. 

Mr. Craccerr. Can the defense officials help us? 

Mr. McKinnon. I would go through this one organization, the 
NPA. They have the power, and with your proper application and 
statements of facts in the proper way I think we can get some action 
on the thing. ; 

Mr. Murer. Here again you have a situation which is peculiar to 
your area. You have to bear in mind the agencies have tried to make 
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regulations applicable throughout the whole country. There is 
machinery set up where, if there is particular hardship in a particular 
area or particular industry, you can go into your local NPA organi- 
zation and they will try to help vou. 

If you present a case of hardship, that goes not only for you but 
anybody Ss in this area who has that particular problem, where they 
are being hurt because their situation is different from the general 
situation. The Government wants to keep you all going. 

The thing to do is to initiate, in the first instance, in your local office 
the application for relief. 

Mr. Parhy. May | interrupt ¢ 

Mr. Muurer. Yes. 

Mr. Perry. There is one thing that the NPA has brought to our 
attention. ‘They are governed in accordance with—we have to have 
a refusal from every one of the manufacturers first before we can 
proceed to get help from the NPA. The time element involved in that 
would be so great, I am afraid, that the boat would never be built 
unless we can take some hypothetical figure on the thing. If I, as a 
purchasing agent, contact three different suppliers for pipe and they 
say “No,” then could I go tothe NPA? But I can’t now. I have to 
go to every supplier. 

Mr. Muvrer. How many people do you normally buy from ?¢ 

Mr. Perry. Under normal conditions we buy locally. We are in- 
structed to do that. 

Mr. Murer. You said if you go to three suppliers’ they turn you 
down; is that enough? My question is, Do you normally buy from 
3, 5, or 10 suppliers ¢ 

Mr. Prevry. I would say five. 

Mr. Murer. I think it is only fair to expect you to go to each of 
your suppliers, to be turned down by them, and then go to the local 
office. 

Mr. Perry. Would that be acceptable when I say “any normal 
supplier” ¢ 

Mr. McKinnon. Is Mr. McAndrews here ? 

Mr, Jounson. Not right now. On boat repairs you have priority 97. 

Mr. Perry. I am talking about new construction. 

Mr. Jounson. There is no priority help for you. 

Mr. Mvuvrer. Recently there is being enacted in Washington the 
defense fisheries. I don't think it is in action now. It is presumable 
they will have the authority for new commercial fishing-boat con- 
struction, 

Mr. McKinnon. We are trying to get the boats on the ways and off 
the ways for delivery. 

Mr. Perry. That is true. 

Mr. McKixnon. I think if he gets rejection for the things lacking 
from a normal number of suppliers, that would take care of your 
regulation. 

Mr. Jounson. The Congressman told you, if you come in and give 
us the picture of your situation, we will help you here and get help 
in Washington. 

Mr. Perry. I misconstrued that then. I thought I had to go to 
every supplier. I don’t mean individual warehouse suppliers. I 
mean every mill; for steel, for instance. 

Mr. Jounson. Give us a résumé, 
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Mr. McKinnon. If I were you, I would go in this morning and 


get fixed up. 
Mr. Perry. I will. 


STATEMENTS OF IRVIN A. GOODMAN AND ALEX J. NEWMAN, OF 
THE FIRM OF GOODMAN & NEWMAN, SAN DIEGO, CALIF. 


Mr. Newman. We manufacture trousers in San Diego and manu- 
facture them for men. As you gentlemen know, so many men have 
been going in the service that that has affected our industry consid- 
erably, and when I was back East in January I contacted our Con- 
gressman. Mr. McKinnon, for information as to where to seek Gov- 
ernment work for our factory, so we can maintain a normal and steady 
operation in our factory. 

Mr. McKinnon gave me the names of some people to see, and I 
went to the Navy procurement office and to the Army procurement 
office as well. ‘ 

The Navy advised me they had no procurements open at all. The 
Army said that they did, and they showed me what they might have 
to offer us. I put a bid in on Air Force trousers, which would fit 
perfectly into the manufacture in our factory. We submitted our 
bid within a week or so after they had sent their bids out, which was 
the first part of February. Since that time I have been in contact 
with the procurement office from time to time to determine the results 
of our bid on the contract. 

I was told that our price was right when we put it in, and to expect 
that ultimately, when the contracts were awarded, we would be given 
a contract. 1 called 2 weeks ago again, and was told the same story. 

I called this week and I was told our price was too high; that as a 
result of somewhat of a depressed condition of our industry the 
manufacturers throughout the country had been lowering their bids, 
and if I expected to be awarded a contract, I would just have to 
come down. 

When I asked what the low bid was, of course, I was told that 
information was not available, but that I would have to come down 
and at least assert the figure in order to be considered in that picture. 

Well, the fact is that we revised our bid to meet the competition, 
and we would know, I think, some time next week whether or not 
we are going to be awarded that bid. 

I will say this: That even if it is awarded, our profit on the price 
we bid will be absolutely nothing. It has been done on the basis of 
trying to maintain our factory and keep our help working. But on 
the basis of competition with other people in our industry, we do 
know that there are some sections of the country where the labor 
rates are set in a lower rate than in San Diego. Consequently, when 
you bid against that type of industry—for example, in the South—we 
naturally will not make out as well on a contract, because we have 
to bid against them on an equal basis, and at the same time labor 
rates here are higher. 

I might tell you gentlemen this: That I contacted the union, Mr. 
Posner, of the Amalgamated, when this situation 





Mr. Mutrer. He testified before us in Los Angeles yesterday. 
Mr. Goopman. I know he did in Los Angeles. He asked me to come 
here this morning. That is why Aland I are here. 
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I asked him whether he could help us get a little lower rate from 
our employees, because of this low bid, and he said he would use every 
means to cooperate with us. But at this time, with higher living costs, 
and asking your help to take a lower rate of pay, is something that 
just isn’t usual. It is a peculiar condition that our industry is in at 
the moment. 

We are concerned with keeping our people working until there is 
resumption, at least, of normal buying on the part of men’s wear, so 
we can again run full speed in the civilian end of our business. 

I will say, if we don't get this contract, or some kind of a contract 
where we do have the ability and machinery and help to do it with, we 
may have to shut our factory down. 

Mr. McKinnon. Do you have any questions, Mr. Multer / 

Mr. Moucrer. Following along the lines suggested by Mr. Posner, 
if he gets labor cut a little bit and you cut a little bit, then you may 
not make any profit on this contract, but at least you will keep your 
plant going so you don’t have to disband your plant until things level 
off again and you can get running on a normal basis. 

Mr. Goopman. That is right. I do want to say this: That the reason 
I am here testifying is because I mentioned it to Congressman Mc- 
Kinnon and he asked me to relate my experience to you gentlemen. 

I will say that the contracting office in New York has been very, very 
cooperative with us. I can’t find any fault at all with the manner in 
which we have been handled by them. 

I think you should know the facts of our industry. 

Mr. Mutrer. Mr. McKinnon and Mr. Hill have properly suggested, 
during the course of these hearings, we ought to hoes local procure- 
ment offices here in this community. This committee is going to see 
what can be done along that line. 

Mr. McKinnon. Colonel! Phillips, of the Munitions Board, might 
have a comment. She is quite familiar with some of these procure- 
ment offices in the East. 

Colonel Puutiirs. Sir, I haven’t been able to hear quite all of this. 
I believe the gentleman is talking about a negotiated contract out of 
the New York quartermaster’s office. Was it not? 

Mr. GoopMan. Not a negotiated contract, a bid contract. We are 
bidding for this contract against all other bidders who chose to bid. 

Colonel Putiurrs. Haven't they asked you to reduce your bid, didn’t 
you say ¢ 

Mr. Goopman. Yes. What they did was send us a telegram about 
6 weeks ago, asking us to refigure our bid and give them our lowest 
possible price. 

I phoned Captain Fonnell, of New York, and asked them how high 
my bid was at that time. 

He told me my bid was certainly low enough and that, based on 
what I had told him, his opinion was that I would have no require- 
ment to go any lower. 

Then I phoned him this week again, and he said, “You will have to 
go lower because something has happened in your industry. Every- 
body is hammering away, trying to get the business.” 

Colonel Puitiies. What it is is competitive negotiation, and in that 
way they can come back and give you a chance to revise your prices, 
where, in an advertised bid, they couldn’t do that. 

This contract has not actually been awarded yet? 
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Mr. Goopman. No. April 9 was the request, that they permit them 
to take until they made final decision. 

Colonel Pumps. Under competitive negotiations the quarter- 
master in New York may divide a contract between a number of 
suppliers. 

It is quite possible that if your bid is in line, you will be given a 
portion of it, at least. 

Mr. Murer. By being “in line,” you do not mean that he will have 
to compete against a differential of freight rate between New York 
and here? . 

Colonel Puitiirs. Well, sir, his price will certainly have to be very 
near in line with his competition, if they are going to split up the 
award between a number of different manufacturers. 

Mr. Mucrer. But without taking into consideration the cost of 
freight ¢ 

Colonel Putiuirs. I wouldn’t like to say what the contracting offi- 
cer is going to take into consideration. 

Mr. Goopman. I might say that the materials, the biggest portion 
of these materials, are sent prepaid to our factory. So, apparently, 
the element of freight doesn’t enter into it. 

Mr. Muvrer. That is the point I am trying to make. 

Mr. McKinnon. Where is your point of delivery on this order, do 
you know ¢ 

Mr. Goopman. In talking to Colonel Shirley, he said that, when I 
was in New York, that he would like to use us for supply to some west 
coast air base. 

Mr. McKinnon. That would give him a preferential on that sort 
of a deal. 

Colonel Pritims. No; because delivery will probably be on the 
west coast. The material would probably be prepaid. There would 
be no disadvantage to him one way or the other. 

If a supplier in the East were going to get part of it and deliver it 
to an east coast warehouse—— 

Mr. Muurer. The procurement office is not going to put him in the 
disadvantageous position that may come about through a lower mar- 
ket, right through a competitor 

Colonel Putiuirs. That is true, but not by virtue of the fact that 
the purchasing office is located in the East. That would have no bear- 
ing on it. 

Mr. McKinnon. Wouldn’t you suggest, if he is not successful in 
this particular contract, that he shouldn't become discouraged but 
should try again ¢ 

Colonel Putiiies. I would certainly keep trying. I don’t think 
that is any indication he wouldn’t be successful on the next one. 

Mr. Goopman. Except this, Congressman: From my observation, 
the bid on this type of trousers takes care of their 1951 needs. In 
other words, this contract for this particular type of trousers is from 
April through December, so that on this particular item I imagine the 
next bids would come for 1952, unless their demands become much 
greater than they are at the moment. 

Mr. Muvrer. If universal military training is enacted into law, 
then the whole program changes and they would need more again. 

Mr. McKinnon. Mr. Newman, do you have a comment ? 
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Mr. Newman. This is the only observation I would like to make: 
When I was in Washington your office was kind enough to contact 
certain people in the procurement office, and they showed me every 
courtesy. 

I was told at that time that freight was definitely a factor. It was 
one of the reasons why it was very difficult for them to award contracts 
in California, 

The records will show that very few contracts have been awarded in 
this area. 

Mr. Muvrer. Do you know of any that have been awarded in this 
area ‘ 

Mr. Newman. No. I know of none in the textile industry. 

Mr. Muurer. I don’t think you have gotten any, unfortunately. 

Mr. Newman. I do believe we are on the right track. Congressman 
McKinnon should be praised for his efforts in setting up a procure- 
ment office on the west coast. 

After all, we have problems peculiar to this particular area, and 
the only way they can be solved is by having an office in the area that 
is familiar with those problems. 

There is no reason in the world why an area which has perhaps the 
largest number of military personnel, should not have such an office. 
We should have it. It would save the Government a considerable 
amount of money in freight and everything else. There is no ques- 
tion about that. 

I believe now we are on the right track, and if this office is set up 
with sufficient powers to award contracts on the west coast, for west 
coast personnel, west coast areas, the problem will be solved. And I 
believe we are heading in the right direction. ; 

Mr. McKinnon. You realize, if we have a procurement office on the 
west coast, even in the textile industry, you will still be competing 
against the East and South, but you will have the services of an office 
to advise you here, eliminating the need of going back and forth 
across the country. 

Mr. NewMaAN. The problem of freight will be eliminated. If the 
local procurement office will award contracts for textiles or for uni- 
forms, or whatever the item may be, for us on the west coast, the 
eastern manufacturer will have to take into consideration the matter 
of perhaps 25 or 30 cents for each garment, which means our bids 
can be 25 or 30 cents lower than our competitors in the East. 

Mr. Mvuurrr. I think the armed services realize there is no point 
in having you manufacture an item here and ship it across the coun- 
try, and have them ship it back here to some camp or place of disposal 
here. They have to pay the cost one way or the other. I think that 
that is one of the things that will prompt them to open up local pro- 
curement offices, where they need both the manufacturers who can 
supply them, and where they can use stuff without shipping it across 
the country two or three times. 

Mr. Goopman. Only one point, Congressman: The element of 
freight is the point. I think I should clarify for you that all woolen 
goods produced in the East—it is produced in the East and not in 
the West. The element of freight, regardless of whether there is a 
procurement office or not, all that material has to be shipped out from 
the East to the West. Even in our civilian business we have that 
immediate added cost as against an eastern competitor, because wool- 
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ens, being produced primarily in New England and New Jersey, are 
available for those people at practically no added cost. Whereas we 
have always a considerable freight bill. 

Mr. Mutter. Once they ship the material in here and you manu- 
facture the item, if those pants or trousers are going to be used in the 
State of Washington or Oregon, there is no point in sending them 
back east again. 

Mr. Goopman. That is right. That is what Colonel Shirley had in 
mind when he spoke to me. We produce it here, and it would be a 

ood source of supply for a western air base. He had that in mind, 
e told me then, and he hoped we would qualify for that particular 
reason. 
_ Mr. McKrynon. You returned your bids for the April 9th open- 
ing? 

Mr. Goopman. Yes. 

Mr. Newman. Another item is the southern market. I personally 
believe your contracts should be fair and equitable and distributed 
over the entire United States and give every corner of this Nation 
an opportunity to enjoy some ofthat business. 

Mr. McKrynon. That is not an unusual viewpoint. 

I would like at this time to introduce the chairman of the subcom- 
mittee, Congressman Mansfield from Montana. We made the mistake 
of going to San Francisco first, and while we were up in San Fran- 
cisco he caught a cold. 

Mr. Mutter. That is not patriotic, for a Californian to say anyone 
can get anything wrong with them. 

Mr. Hix. He is not sick; he is just a little ill. 

Mr. McKinnon. Down in San Diego they don’t get sick. 


STATEMENTS OF WALTER TUFFORD, DE SOTO-PLYMOUTH DEALER, 
SAN DIEGO, CALIF.; AND LAWRENCE SMITH, GENERAL MANA- 
GER AND SECRETARY OF MOTOR CAR DEALERS ASSOCIATION OF 
SAN DIEGO AND AUTOMOBILE TRADE ASSOCIATION OF SAN 
DIEGO, CALIF. 


Mr. McKinnon. Do you have a prepared statement ? 

Mr. Turrorp. No; I do not. 

Mr. McKinnon. Proceed. 

Mr. Turrorp. We have some problems in our particlar industry that 
bother us from a national scale and from a Pacific-coast scale at this 
time. The so-called authorities in Washington do not see fit to con- 
sider the automobile industry, as such, from a service standpoint 
as an essential industry. 

During the past war some 40,000 dealers did a pretty fair job of 
maintaining transportation under adverse conditions. 

As we progress with the way that homes are gradually being spread 
out, away from congested areas, particularly people on the west coast 
have need of maintaining essential transportation services. We are 
running into continual difficulties in getting parts, and we would like 
to bring to your attention that, both from a national standpoint as well 
as a local standpoint. 

We feel the need of being declared essential and being given some 
consideration on manpower. We have further problems, too. 
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We have further problems that are peculiar to the Pacific coast, and 
the problem basically is one, I would say, of freight differential. 

We have a great number of aircraft workers and servicemen, men 
who are connected with the Navy, who work and who need automobiles. 

A man in the east, a workingman, can buy an automobile for ap- 
proximately $260 to $300 less than he can buy it for on the Pacific 
coast. It works a very definite hardship on individuals who need 
low-cost transportation. 

Today the average individual making $500 or $600 or $700 a month, 
unless he has some savings, cannot afford—if he has any particular 
family—to buy the lowest-priced car, because, when you consider his 
tax deductions and the facts of his income, his payments will run in the 
neighborhood of $110 a month, and you can readily see how difficult 
itis for people in the working class to purchase new automobiles. 

We believe this is, from the standpoint of the individual layman on 
the street, unfair. It is undemocratic and un-American. 

We further, in the automobile industry, have been more or less made 
the whipping post from a tax standpoint. At the present time ap- 
yroximately 24 percent of the price of an automobile is taken care of 
by taxes. The taxes constitute 24 percent of the price. 

It is now proposed that the taxes be raised, on excise taxes alone, 
from 7 to 20 percent, or an increase of roughly 185 percent. 

We believe this is discriminatory, and if excise taxes are going to be 
raised they should be raised on a national level, with all industries 
involved receiving a proportionate share. 

Mr. McKinnon. Does that complete your statement, Mr. Tufford ¢ 

Mr. Turrorp. Well, there are a number of things, but I don’t want to 
bore you gentlemen with all our problems in the industry. But I think 
you should be acquainted with the situation, because it is very im- 
portant to the average dealer and the average businessman. 

There are approximately 48,000 dealers in the United States. Dur- 
ing the past war the casualty list was well over 40 percent. If we 
are not given that degree of essentiality, in the event of war, and we 
are not recognized as contributing something to our democracy in 
inaintaining essential transportation, we are going to be handicapped 
to the same extent. 

Mr. McKtynon. Regulation W doesn’t work equitably for the west 
coast dealer, as opposed to certain other portions of the United States ? 

Mr. Turrorp. That is right. 

Mr. McKrynon. Your down-payment figure, the rate differential 
is such that it is almost impossible for the ordinary-salaried person 
on the west coast to secure an automobile, or it is not as easy as it is 
for a person in the Middle West or in the East. 

Mr. Turrorp. That is essentially right. , 

Mr. McKinnon. Many of the automobile dealers feel, if regula- 
tion W is to be applied, then some adjustment should be taken into 
consideration for that freight differential / 

Mr. Turrorp. That is right. 

Mr. McKinnon. To equalize the thing through the four corners 
of the United States. 

Mr. ‘Turrorp. That would apply to all perimeter cities of any magi- 
tude in the country, because your base manufacturing point, generally, 
is around Detroit. 
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Mr. McKinnon. You have traveled a lot and know the country very 
well. Another point you brought out is the fact that in this area, all 
through the West, we depend on individual transportation, automobile 
transportation, to get to and from essential employment, more than is 
the case back in the industrial centers of the Middle West or East. 

Mr. Turrorp. The automobile plays a far greater part here. We 
don’t have the basic transportation systems they have in, say, New 
York City or Cleveland or the large industrial areas. 

Mr. McKinnon. Mr. Mansfield ¢ 

Mr. Mansriecp. I would like to ask, what is your reaction to the 
recent order issued by the NPA, I believe, which allows the manu- 
facturérs to raise their prices about 314 percent, but which at the same 
time didn’t allow any relief to the dealers themselves ? 

Mr. Turrorp. We feel that it is unfair and discriminatory and very 
high-handed, and IT might say arbitrary. 

There has been a traditional discount in the automotive trade over 
the period of the last 50 years, established and accepted and 
recognized, 

It is our opinion that we are entitled to make, on the same invest- 
ment, the same margin of profit the manufacturer makes. And we 
believe it is unfair to cut our discount. We should be entitled to make 
a few dollars more if we are going to have to handle that additional 
amount of money. 

Mr. Manseretp. I don’t think it was the NPA. I think it was the 
OPS. I suggest it might be a good time now to ask the representative 
of the OPS, Mr. McCormick, to explain the intent behind that when 
it was issued by the OPS. 

Mr. McKinnon. Mr. McCormick, you have the spot now. 

Mr. Muurrer. May we get the problem clear first? As I under- 
stand it, the manufacturer has been permitted to increase his price by 
appreximately 214 or 314 percent, which would mean 314 percent on 
the retail price. 

Mr. Turrorp. No. The manufacturer has been permitted to in- 
crease his price 314 percent. But the amount, the exact amount—— 
Mr. Muvrer. You pass that increase on to the retail purchaser ? 

Mr. Turrorp. Yes. 

Mr. Mrvurer. You add that on to the price? 

Mr. Trrvorp. Yes. 

Mr. Murer. Your complaint is you want to add something in addi- 
tion to that? 

Mr. Turrorp. We have costs in doing business, as a merchant, the 
same as the manufacturers have costs. It takes invested capital. 

Mr. Mvuvrer.. Has your price, as a merchant, gone up 314 percent? 

Mr. Turrorp. Three and one-half pereent—we have not been per- 
mitted any margin on that capital investment. We have had to 
make—— 

Mr. Muvrer. The manufacturer is allowed that increase on his cost 
to you, because he apparently established his costs had gone up that 
much. 

However, has your cost of operation gone up over and above the 
price of the automobile which you are permitted to pass on to the 
customer ¢ : 

Mr. Turrorp. Well, our price—our costs have gone up on a relative 
and comparable basis with all merchandising costs, composed basically 
of labor and rent and taxes, and so forth. 
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We have our rising costs, which have been about the same degree 
as the manufacturers’. 

Mr. Mutrer. Did you or your Association of Retail Dealers pre- 
sent that problem to Washington through facts and figures ¢ 

Mr. Turrorp. We have presented them. 

Mr. Muurer. How recently ¢ 

Mr. Turrorv. I believe 2 months ago there were a group of dealers 
that spoke before the—what was it ¢ 

Mr. Sarru. I believe it was the Ways and Means Committee. 

Mr. Tvrrorp. Ways and Means Committee. 

Mr. Muurer. Tothe Ways and Means Committee / 

Mr. Tvurrorp. I am not sure. 

Mr. Mutrer. I am talking about presenting your problem to the 
OPS, as the manufacturers went in and they said, “We have to have 
an increase in prices.” Did you get the increase of 314 percent? Have 
you, the retail dealers, gone in and done the same thing before the 
OPS? 

Mr. Turrorp. We have. 

Mr. Meurer. When was that done / 

Mr. Turrorp. Well 

Mr. Sarrn. I can’t answer exactly as to the date. It was done by 
President Fred Haller to the OPS, with a committee of dealers. They 
were informed that this consideration—or, rather, consideration 
would be given at a later date. 

Mr. Muvrer. But no action has been taken yet ¢ 

Mr. Sarru. No. 

Mr. Murer. You don’t know when this problem was presented to 
them ? 

Mr. Smirn. It has been within the past 60 days. 

Mr. Muurer. Now, Mr. McCormick. 

Mr. Sarru. It was done just prior to the invoking by OPS of the 
permission to pass the 34. poteene in dollars along. 

Mr. McCormick. I might say that this problem is clearly and well 
known to the Administrator-Director and the folks back in Washing- 
ton. It has not only been presented from a national standpoint, 
national angle, but each State association has clearly presented it. 

It has been channeled back from these hearings all over the country. 
We are clear on it. Suggestion has been made—and I think the 
matter is in the process of being worked out—that an industry com- 
mittee for automobile dealers be set up. 

I think that is being worked out now. In the meantime each auto- 
mobile manufacturer has been issued a notification to bill each dealer 
separately for this increase in price, leaving the discount, allowing 
him to pass the increase along to the consumer. 

That arrangement has been made. It doesn’t answer your problem 
completely, but my feeling is that the industry committee, as soon as 
they get formed and in action, the better off your whole industry will 
be. 

I might say your industry, throughout, during the last emergency, 
Was most cooperative in every phase. The agency then in existence 
leaned heavily on you people for cooperation, and we got it. 

I think the industry committee is the answer here. 

Mr. Turrorp. I might like to say one thing along that line. It was 
our understanding that before the Federal Reserve Board made any 
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moves with respect to regulation W they were to confer with leaders 
or duly authorized representatives in our industry. They did not. 

And they just arbitrarily cut the terms structure from 36 to 21 
months, and about 2 weeks later they cut it to 15 months. The specu- 
lation at the present time is it will be cut to 12 months. 

There are automobiles backing up in the country and there are 
dealers who are being seriously handicapped, and dealers whom I 
know personally, who last month lost some fairly heavy amounts of 
money because the terms structure is such the public can’t afford to buy 
the merchandise. 

We are defeating the whole purpose, we believe, in promulgating any 
legislation of the type the members of the industry, or on a State or 
local or national scale should be conferred with before handling them 
in such a high-handed manner as they were handled by the Federal 
Reserve Board. 

Mr. Hitz. I agree. I happened to be in on the conference from my 
nape” automobile dealers’ association when regulation W was placed 
1n effect. 

I am in the hardware business and I know what it did to us. The 
Hardware Dealers Association were never called into the conference, so 
far as I know. 

I don’t believe you are going to be bothered with that, because we 
raised so much Cain with them that I don’t believe they are going to 
do anything like that. 

I agree with Mr. McCormick, that first of all this small-business 
committee, of which I have been a member for a number of year, 
will be your best support. When a certain price director made up his 
mind to drop your 15 percent sales commission throughout the country, 
you bas ons forgot then there were 300 Congressmen, Democrat: 
and Republicans, who met with your Price Control Director and had 
a wrestling match with him almost fora day. 

You have, I think, one of the top organizations back in Washington 
in the NPA. I don’t think we need worry or should worry too much. 
You are still selling quite a number of automobiles, and I haven't 
fared too badly in my business. You are well represented back there 
I don’t think you are going to have anything done to you that isn't 
absolutely necessary. 

Mr. Mutrer. I think we would like to know where these automobiles 
are backing up, where they are being stored. They have been promis- 
ing me delivery of a new automobile since last December and I still 
haven’t got it. 

Mr. Turrorp. That depends on the type of automobile. The less 
desirable lines have been backing up. 

Disabuse your mind of the Fact we are golden-haired children in 
the industry. Surveys have been conducted that show our margin of 

wrofit for dollars of sales is among the lowest in the United States. 
Ve are about thirty-eighth out of 40 major industries surveyed. 

Mr. Huw. I said you had an organization that represented you. 
You don’t expect to sit around here and expect the cement men and 
plasterers to represent you. You represent yourselves, and to my 
seat ae you have been represented fairly well back in Washington 
by your own association. 

Mr. Smitx. Thank you. 
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Mr. Mutter. I would like to get one other thing clear. If we can 
be of assistance to you, we will do it. 

You said something about the differential in price, because of the 
freight. I think you mentioned that, and that therefore your price here 
is much higher than elsewhere. 

Don’t you have any local assembly planfs on the west coast ? 

Mr. Turrorp. Yes. The great majority of cars are assembled in local 
assembly plants, but the factory picks up the freight differential them- 
selves and passes it on to us. 

Mr. Mouurer. Hasn’t that always been the practice ? 

Mr. Turrorp. That has been standard practice for years. It costs 
just as much money to ship a car out ina Sieve as the parts knocked 
down. 

Mr. Murrer. There is nothing we can do on that for you. 

Mr. Turrorp. No. As a matter of fact, it costs approximately $20 
to $25 more per month for a workingman to buy a new low-priced 
automobile on the coast, as opposed to Detroit or Flint or somewhere 
in the East, at the point of origin. 

Mr. Mutter. You have so much nicer country to live in here, though. 

Mr. Turrorp. Thank you. 

Mr. McKinnon. Thank you, gentlemen. 

Mr. Smith, do you have anything else to say ? 

Mr. Smirn. Nothing, other than the parts. I like to say, on replace- 
ment parts, that I think this committee should do all in their power 
to see that this district is favored, so far as possible, with a supply of 
replacement parts, because it is becoming extremely acute and we have 
trucks now we cannot furnish parts for. We are just getting into 
this. I do think it is important, though. 

Mr. McKinnon. That again ties into the allocation of the scarce 
materials, into a defense impact area. 

Mr. Hit. That is true, also in farm machinery. We must watch 


out for that, too. 


STATEMENT OF E. C. PHILLIPS, ASSISTANT MANAGER, COAST 
ELECTRIC CO., SAN DIEGO, CALIF. 


Mr. Puittirs. I would like to add my testimony to that of the other 
members in the building-supply group, who spoke as our first witnesses 


today, and state that we urgently feel the need of declaring this a 


critical housing area. 

We might even go further than that and state that from the stand- 
point of schools, churches, and other commercial buildings, or, rather, 
industrial buildings, which are urgently needed in this area, we must 
have some priority assistance. 

I realize that there have been plans established to set up a priority 
system, similar to what we had in World War II. 

However, at the present time there is definitely a shortage of copper 
wire in the electrical industry, and I would at this time like to clarify 
that point of the house wiring which Colonel Jenkins spoke of. 

To my knowledge there is no supplier and there are six of us here 
in San Diego who supply house-wiring materials, as well as general 
electric supplies—there are none of the six of us who are hoarding or 
holding or withholding copper wire from any electrical contractor. 
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There are two or three things which are causing that shortage at 
the present. 

First of all, this particular wire, we call it nonmetallic sheet cable, 
is manufactured largely in the eastern area of the United States. It 
is set up on a cost basis, so that it is sold any place in the United States 
at the same price. . 

Obviously, the manufacturer is going to be influenced to sell his 
product near his factory. And we are handicapped from that stand- 

o1nt. 

' The second point that causes this shortage of this one particular 
product is the fact that not only is there a shortage of copper, but 
the insulating, the material that goes over it, either plastic or natural 
rubber, is very, very short. Our suppliers tell us that it requires 
a military DO to secure synthetic plastic to cover this copper wire. 
They also tell us there is a limitation order on the amount of the 
natural rubber they can use. Obviously, they can’t supply this in- 
sulating material even if they could get the copper wire. 

I have recently called manufacturers in New York, Connecticut, 
New Jersey, and I have made trips to small factories in Los Angeles, 
and the story that comes back to me repeatedly is “Get us DO’s and 
we will supply you with all the nonmetallic sheet cable you need.” 

Mr. McKinnon. At regular prices? 

Mr. Puitires. At regular prices. Now, I am glad you mentioned 
that because with this surplus of wire around the factories in the East 
there has been a tendency definitely for a gray market to develop, 
and there have been shipments of wire to the west coast through one 
or two additional commissions, which have been paid. That is duc 
to this shortage which exists here and doesn’t exist around the fae- 
tories in the eastern area. 

Mr. Mvcrer. That gray market is now a black market, isn’t it ¢ 

Mr. Puituirs. I would call it a black market. 

Mr. McKinnon. Mr. Phillips, I say this on behalf of the commit- 
tee: We are all very much interested in preserving our free enterprise 
system. We are all very much interested in good, honest business- 
men getting a fair break in this situation, sir, we are in and developing 
into. 

While nobody likes to be a stool pigeon, but we do feel it would be 
very helpful at any time that a legitimate businessman sees anything 
converging into a black market and anybody benefiting by the profit 
on it, it is that gentleman’s duty, as well as to his own benefit, to 
report that to the Office of Price Stabilization. 

We are going to be very much interested in that, in seeing the OPS 
moving in very rapidly and curtailing that sort of thing. But it is 
going to take the cooperation of all legitimate business people, as 
well as other people, to see it is stopped whenever and wherever it 
appears. 

It is to the benefit of everyone to try to curtail that sort of thing 
and lend the Office of Price Stabilization actual and moral support 
on that. 

I think Mr. Mansfield, coming from Montana, has a good appre- 
ciation of the need of copper, and I think Mr. Mansfield made some 
comments yesterday or the day before on this matter of Wire com- 
ing up. 
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Mr. Mansrietp. Only, Mr. Chairman, that under unanimous con- 
sent the copper-tax-suspension bill was coming up today, and it was 
anticipated it would pass in the House this week and the Senate prob- 
ably next week, and that would mean that 2-cents-a-pound excise tax 
on copper, imported in this country, will be done away with. And we 
should be able to overcome our shortage to some degree. 

You must remember for the past 3 or 4 years we have been operating 
under a 500,000-ton copper shortage a year. The Army just recently, 
if I recall correctly, at some of these cartridge-manufacturing com- 
panies in the East, that used to use copper can use steel to case their 
shells now. 

Mr. McKinnon. Mr. Hill? 

Mr. Hitt. No questions. 

Mr. Mvtrer. In addition to the copper so necessary to the wire 
itself, do you have a problem of the BX cable or the metal conduits in 
which it must be encased ¢ . 

Mr. Puiurms. We are rather fortunate in this area due to the 
housing shortage immediately after the war that we established the— 
or accepted the National Electric Code standards as our minimum 
wiring requirements here: that is, in residential housing. 

So far as the electrical industry is concerned there is not too much 
lack of steel. Our products are in pretty fair shape. We have a 
number of substitutes, for instance, on outlet boxes. We can furnish 
plastic, and we have done very well in substitutions. 

However, there definitely is this shortage, not only of the copper, 
but of those insulating materials that go over that copper wire. That 
is our big bottleneck right here. In other words, today we can sup- 
ply, I would say, anything that would be required to wire the average 
residence if we had this one particular item, this nonmetallic sheet 
cable. 

Mr. McKinnon. You can get that with a DO order? 

Mr. Purturres. Yes. 

Mr. McKrnnon. This housing bill to house war workers in San 
Diego and Navy personnel would you say—and I am sure you are not 
prejudiced—wouldn’t you say that is just as essential, that is, to have 
a house for those people as a place for them to work ¢ 

Mr. Putturps. Definitely; yes. 


STATEMENT OF HENRY MANDOLF, PRESIDENT, LANGLEY CORP., 
SAN DIEGO, CALIF. 


Mr. Manpotr. I am the president of the Langley Corp., a small man- 
ufacturing outfit here in town. We employ about 250 people. We 
are about 11 vears in business. 

I have nothing to complain about personally about anything that 
affects us. The question that I would like to bring up here is some- 
thing that may benefit the other local small manufacturers, and 
especially referring to the type of work we are in, machine shops. 

In the last war we were lacking considerable equipment to do some 
jobs, and those little machine shops were of great help to us. Later 
on, these machine shops became a little less useful to us, because we 
got the machinery we needed. 

Today the situation is getting as it was before. We can’t get metal. 
We have a complete set-up in our manufacture. We have production, 
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punch presses, and all the types of machines that go with the type of 
work we are interested in. We have engineering, processing, chem- 
ical items, plastic paints, substitutes. We have chrome plating 
and so on. 

We can take orders which are in themselves complete. Many small 
manufacturers, machine shops, to some extent have only one operation 
or one type of work, and they are very badly handicapped. In fact, 
so badly, I know a few men in town who are on the list today of 
wondering what to do. 

We have been helping them by giving them some of our own work. 
Also, it was manufactured at a slightly higher price, but we got other 
work and substituted with it and carried on. This can’t go on forever. 
I believe the little machine shops have a problem that should be recog- 
nized. I bring a suggestion up here which in the last war took care 
of this little machine shop. Some enterprising—I repeat, free enter- 
prising, by the way—completely honest persons studied to take orders 
in a pool way. That is, pool the little manufacturers together as a 

roup, and then they can take orders, and they will put forth an effort 
ie expectancy for the type of work. 

I qualify to speak on this because I have had 10 years’ experience. 
And there are a lot of specifications and inspections they have to 
contend with that are often absolutely unnecessary. I say unneces- 
sary specifications and high requirements. All these few pools that 
were established before were of considerable help to the major com- 
panies here. 

When the war ended they went broke because they weren’t—the 
determination was they were established as unnecessary middlemen, 
as people that did some kind of work for their own personal profit; 
and I know it wasn’t so. 

Perhaps there were some abuses in other localities and maybe some 
even here, but I don’t know of any. 

I will say, with a congressional investigation of this kind, where 
you can help the small manufacturers, they should be given consid- 
eration if some pools can be established that are honestly run and give 
service, and that those people should not afterward be deprived of 
in honest small profit in making it. This profit often is necessary. 
They take considerable chances. Some of the small machine shops 
can’t do what they think they can, or sometimes they scrap materials 
because the workingmen of today, we all recognize, are not machinists 
as they used to be years ago. They are purely operators, and some 
of them are merely helpers that can run a machine and get it started. 
They don’t know what it actually does. So some of these machine 
shops which may have a problem, the pools don’t fully consider when 
they get started. With time, though, these problems are all licked. 

I would recommend that manufacturing pools, honestly run and 
well controlled, would be an asset to a community, to provide the small 
machine shops with work who would otherwise not have any and who 
are not otherwise in a position to carry on in this system now of 
limitation of materials. 

I have another suggestion to make which I believe is of importance 
to consider for the future. We have learned something that has come 
out of our problems in my small plant by taking cognizance of previ- 
ous experience and attempting not to let those experiences reoccur. 
We have knowledge in this country of the fact that very often the 
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jobbers buy far beyond their needs. There is one such condition 
going on now. That is the type that brings depression or, at least, 
causes the regular flow ef deliveries of certain products to be inter- 
rupted or distorted at the present time. I believe some of the mate- 
rials were scarce rather than necessary. 

The committee has just mentioned before that some of them already 
have been relieved because free enterprise does bring more steel, more 
so ta more aluminum, more everything. 

he limitations that have been established have scared some of the 
jobbers into buying far more than they need for this season, and stock- 
ing up to the limit of their credit, and some of them beyond. This 
builds up in the channels in commerce, in the jobbing industry. Next 
vear we will have much poorer times because deliveries will be slower. 
Tt is not necessary to stock so much merchandise. 

Therefore, it is much more important for this little shop that man- 
ufactures those things that we give some consideration to that now 
on how to relieve their problem. One of the ways is to provide them 
with some of this defense work which we naturally know will go on 
for a few years for our country to be safe. 

My suggestion of these pools, or in any other way to help them, 
is perhaps more important in 6 or 8 months from now, when the need 
perhaps will be greater. 

One other thing that I believe is important to discuss is when the 
orders came out about cutting down on certain industries. We admit 
sometimes perhaps some industries are less important than others. 
But on some material—some 24 items were cut off aluminum. I mean 

eneral items. Some manufacturers were making only one of the 
items, and those were usually small manufacturers. That manufac- 
turer was cut off completely. 

I am not in that position to say it affects us. We have a chemical 
laboratory we have established, foreseeing this condition, and substi- 
tuting, and we are faring very well. 

Many of these people making one little aluminum product, they 
were cut off completely, or one little brass manufacturer. They were 
cut off completely. 

I believe and I suggest perhaps those manufacturers in this class 
should be permitted, if they have only one material in their shop, 
to be used, and that one should not be cut off, but the percentage of 
reduction should be taken over all and should apply to those that 
have other products in their manufacturing process. If one is depend- 
ing on only one product, we shouldn’t take that from him, the only 
material he can make. 

I don’t want to say any more, because I believe the other problems 
have been called to your attention by other people. 

Mr. McKinnon. Thank you for some very good ideas. 

Mr. Multer ¢ 

Mr. Murer. No. 

Mr. McKrnnon. Mr. Hill? 

Mr. Hitz. Just to say we already have in our State set-up some 
33 organizations of small shops to bid cooperatively on the Govern- 
ment contracts. 

Mr. Manvorr. Mr. Hill, you are from Colorado. I have been over 
in Aspen; I have friends over there. Three or four weeks ago I 
received a letter from a party in Aspen asking me how the dickens 
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could they organize into a pool and get some orders from the Gov- 
ernment, that they were just being given a run-around. We have 
quite a number of small shops there. 

Mr. Hitx. Really our organization is just now getting set up and 
getting into position. They were up to San Francisco, the gover- 
nor’s representative for this group—not only that group but all small 
manufacturers—and they made a statement to this committee. We 
also found in San Francisco they are already starting: I believe it 
was some gentleman from Fresno—— 

Mr. Movrer. That is right. 

Mr. McKinnon. Modesto. They were talking about the very plan 
you are talking about. I think it will spread fairly rapidly. 

Mr. Manpotr. May I recommend this plan, if you find it useful, 
should be given the protection at the end of this rearmament period 
and not be killed outright. That those people that have done the foot- 
work in it be not penalized by Army terminations. It is very 
arbitrary. 

Mr. Hix. I might say I had some of those small factories come 
under my observation at the end of the war, and a number of them 
couldn’t find any type of business on which to base any further manu- 
facture, so the result was they died. They were squeezed out of busi- 
ness. I think you have made a very important statement. 

Mr. McKinnon. Mr. Mansfield ¢ 

Mr. Mansrie_p. No questions. 

Mr. McKinnon. Thank you, Mr. Mandolf. 

We have some witnesses remaining, but so we won’t deprive the 
restaurants of making money—and I understand they are small 
business, too—we will recess at this time and reconvene again at this 
same place at 2 o'clock this afternoon. 

We will give everyone that desires a chance to testify before this 
committee before we adjourn this afternoon later on. 

(Whereupon, at 12 noon, the committee recessed, to reconvene at 


2 p. m. this same day.) 
AFTERNOON SESSION 


Mr. McKinnon. We will resume our meeting we started this 


morning. 
I am glad to see Mr. Bradford here, of General Services Adminis- 


tration. 

Are there any governmental procurement agencies that weren’t here 
this morning who are now in attendance but were not introduced 
this morning? 

Mr. Suaw. Representing the city of San Diego. 

Mr. McKinnon. Oh, yes, Mr. Shaw. We are going to have a 
problem to discuss with you a little bit later. 

Is Mr. John H. Engle, of the Engle Aircraft Specialty Corp. pres- 
ent ¢ 

(No response. ) 

Is Mr. Andrew Kitzman present ? 

(No response. ) 

Mr. Potomac, of the Alsynite Co. of America. 
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STATEMENT OF LOUIS L. POTOMAC, ALSYNITE CO. OF AMERICA, 
SAN DIEGO, CALIF. 


Mr. Poromac. Since early last fall the Alsynite Co. of America has 
been hard pressed for raw materials which were, and are, necessary to 
fill the orders received from both the military forces and our ce ivilian 
outlets. We are not alone in the shortages, since every manufacturer 
in the reinforced plastics industry, like ourselves, is affected. Our 
problems are so acute that we in the industry found it necessary to 
organize a spec ial committee on preparedness which presented to the 
Senate Small Business Committee a complete report on this situation— 
copy of this report enclosed—in which we summarized our troubles 
and pointed out the importance of the reinforced plastics industry in 
relation to the defense picture and to the civilian economy. 

Since a field hearing is to be held in San Diego by nine members of 
the House Small Business Committee and since Alsynite is a San 
Diego-made product, we will use it as an example. 

Alsynite is typical of a reinforced plastic material, composed of 
polyester resins and reinforced with glass fibers. Polyester resins 
are made from benzene-based chemicals, such as maleic anhydride and 
styrene, by reacting such chemicals with glycols, such as propylene 
glycol. 

It goes without saying that benzine and styrene are short, as they 
are needed in the rubber program and in other important plastics 
industries. It now turns out that glycols are short and are preventing 
manufacture of polyester resins. The situation is so serious that 
some manufacturers cannot guarantee delivery even against defense 
orders. 

The polyester-resin industry and the reinforced-plastic industry are 
relatively new, having been born out of the last war out of a need for 
quick substitute mater rials and better materials for aircraft and radar, 
After suffering a tremendous decline following the cessation of hostili- 
ties in 1945, and due to the unstable and small nature of most of the 
independent businesses using such materials, the industry began a 
slow come-back in 1947-48, barely 2 or 3 years ago. Perhaps the best 
indication of the growth of reinforced plastics is the fact that early 
last summer the Alsynite Co. of America began buying fiberglas mat 
for reinforcing plastics in carload quantities. At that time the glass 
supplier had barely enough orders to run his machine 3 days a week 
on one shift. 

Today virtually the only way glass can be obtained is on defense 
orders, and there is not enough to go around. Only about 32 per- 
cent of our orders for Fiberglas is being filled. In 1 year’s time the 
industry has grown from a point where suppliers were pulling out of 
the market to a point where suppliers are now trying to add new facil- 
ities to take care of the demand. 

And yet, total consumption of polyester resins today is less than 1 
million pounds per month, using less than 500,000 pounds of mono- 
meric styrene per month. This is less than 1 percent of the Nation’s 
present production of styrene, 

It is rumored that there are some people in the NPA who regard 
the plastics industry as “expendable in the interest of national de- 
fense.” These same people regard plastics as a whole as gadgets and 
toys. While it is very true that tremendous quantities of raw mate- 
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rials go into the manufacture of gadgets, toys, combs, and so forth, 
the reinforced-plastics industry is practically devoid of such pro- 
duction. 

On the contrary, the 20 or 30 companies in this country who do 
over 90 percent of the reinforced-plastics business—all of whom are 
very small—are working on projects for various branches of the 
military, including such products as guided missiles, radar housings, 
rocket-launching tubes, arctic shelters, assault boats, landing mats, 
and many other items either too numerous to mention or of classified 
nature. The civilian products which these companies normally man- 
ufacture, and which consume most of the raw materials in peacetime 
are shatterproof, corrugated skylights and panels; tote boxes—for 
bread, meat, and so forth; washing-machine parts; refrigerator parts ; 
electrical parts; aircraft parts; fiching rods; oil-field pipe; and table- 
top and counter-top surfaces. 

f we have missed one or two of the top manufacturers it is unin- 
tentional, but we believe this covers the major users. The above prod- 
ucts can hardly be classified as gadgets or toys but rather are directly 
used by the military, as corrugated shatterproof skylights for Navy 
barracks, B-36 repair docks, and military warehouses; corrugated 
shatterproof windows for Navy barracks and military warehouses; 
corrugated shatterproof light-transmitting sheeting for hangar doors ; 
lightweight, noncorrosive, oil-field pipe for “invasion” pipeline pur- 
poses; tote boxes for quartermasters; aircraft parts for all types of 
planes; and radar housings. 

These products are also essential to the national defense in supply- 
ing products for heavy industry, or essential to the civilian economy. 

Undoubtedly our industry has a small number of products which 
might be classed as nonessential, but those companies making non- 
essential products commercially have the technique and know-how to 
make essential products if they can be kept alive during the transi- 
tion period. 

The real plight of the reinforced plastics industry, as it existed a 
few months ago, was two-fold: 

1. The industry had just started taking its natural place in the 
national economy, after an extremely unprofitable infancy last year, 
and was just beginning a period of iad: Gaetan when shortages of 
raw materials developed These shortages could have and seetitane 
been eliminated by the suppliers under normal expansion if raw ma- 
terials had been available. In other words, the Korean situation had 
nothing to do with the tremendous expansion which the reinforced 
plastic industry was starting except to accelerate it by demanding 
military products, while decelerating it on civilian products which 
had become a part of our normal economy. 

2. Since most of the reinforced plastics companies were very young 
—ranging from 6 months to a maximum of 714 years of age, with an 
average of 3 vears—we were unusually and unfairly hit by the recent 
profits tax act. Most of us have no base period on which we can deter- 
mine normal profits. Profits which might be deemed excessive to 
businesses which have been established for many vears can by no 
stretch of the imagination be deemed excessive to industries which 
have only been in operation for 2 or 3 years and have either host money 
or just started nosing ahead. This is particularly true since the assets 
of most of these companies are considerably less than $250,000. 
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You simply cannot take the average profits for the industry and 
apply this percentage to such small capitalizations and assets and ex- 
pect these small companies to grow. It isn’t the percent—it’s the 
actual amount which counts when your capitalization is small. Build- 
ings and equipment simply cost too much on today’s market to allow 
companies to grow normally or to take advantage of their hard and 
newly won positions by slapping a 10- or 12-percent profit maximum 
based on their capitalization or assets. No banker and very few risk 
investors will put money into a small, risk business if the profits are so 
Jimited. Such a tax act plays into the hands of big corporations by 
allowing them to take advantage of all the ground work and market 
acceptance which the small companies have established. 

Recently we have been informed by a usually reliable source that 
the large rubber companies have been playing down the plastics indus- 
try so that every pound of styrene can be diverted to the synthetic 
rubber plants. Another very reliable source states that nearly all 
of the mayor rubber companies now have contracts for defense projects 
where polyester resins and glass fibers are required. It’s pretty ob- 
vious when a styrene shortage exists among the resin manufacturers 
that the rubber companies, with their styrene allocations for synthetic 
rubber, might be able to use undue influence in obtaining supplies of 
»olyester resins at the expense of small business. This is not a charge; 
it’s a possibility worth looking into. 

In the case of the Alsynite Co., we have set up 33 distributors of 
Alsynite throughout the United States and in 10 foreign countries. 
By extremely hard work, aggressive selling, and expenditure of time 
and money we have expanded our sales by twentyfold within 1 year 
prior to the Korean situation. Our distributors have taken this new 
»roduct and have spent considerable time and money of their own to 
introduce Alsynite to the market, and in most cases these distributors 
were just beginning to get some of their money back. With the re- 
cent degradation of the resin supply situation to the point where it is 
virtually impossible to obtain resin without defense orders, we stand 
to lose our entire civilian market, and our distributors stand to lose all 
of their time and money spent in getting this product started. 

Our company is in a rather unusual position of having plenty of 
defense orders, at least at present; but we are virtually being forced 
to take 100 percent defense orders to stay in business, at the expense of 
our distributors. A new product such as ours, unlike steel, copper, 
and so forth, is not one in which people readily understand shortages 
and accept them in times of nationalemergency. It’s going to be very 
difficult to regain our civilian market once we have lost it. It will be 
even more difficult to regain a competitive advantage, since many large 
companies will take advantage of our pioneering work. 

We don’t think there is any question in anyone’s mind but that the 
small companies who are engaged in the manufacture of products for 
military purposes should be allowed to keep a reasonable portion of 
their civilian business. It is also a fair a reasonable attitude that 
if a show-down comes between a manufacturer making essential prod- 
ucts and one making nonessential products, the former should prob- 
bly have preference. The immediate problem lies in the fact that all 
of the members of the reinforced plastics industry need help from 
the NPA now. The need is urgent for the simple reason that most of 
these companies are of insufficient financial stature to weather a 6- 
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month idle period, or a period of such low productivity that they can- 
not keep their assets liquid or keep their trained personnel. Most of 
these companies have invested heavily in fixed assets in programs 
started before Korea, and their ration of fixed assets to working capital 
is very high. Alsynite Co. of America has just leased a 30,000-square- 
foot building in Portsmouth, Ohio, and are currently transferring the 
necessary equipment and personnel required to produce Alsynite. 
In view of our present raw material shortage you may ask, “Why set 
up a new factory when you haven't sufficient raw materials to work a 
full capacity at your San Diego plant?” The answer to this question 
can be stated in three parts. One, the military indicates increased 
demand for Alsynite. We want to be able to deliver on short notice. 
Two, being a small business, we don’t want to invite big business, with 
their unlimited funds, into this field as competitors by not having the 
facilities which may be required by the military. Three, we are hop- 
ing against hope that, with an eastern plant, we can get at least a 
limited supply of raw materials from our suppliers through their 
eastern branches. 

We urge that an immediate study be made by the NPA of those 
materials required by the reinforced plastics industry, with a view 
toward allocating enough raw materials to our resin manufacturers 
to allow them to not only supply our defense orders, but a reasonable 
portion of our normal civilian business. Defense orders for some 
companies are coming in sporadically and sometimes in too small a 
volume to maintain operations at break-even level. Therefore, a cer- 
tain amount of civilian business is necessary to keep these companies 
alive until they are required by the military for maximum defense 
output. 

This study is going to be required in any event for the simple reason 
that the projects under consideration by the military are going to 
require at lease a tenfold increase in reinforced plastics raw materials 
if even a few of these projects are ordered in the procurement program, 
Therefore, this study will be timely, not only for preserving those 
companies capable of turning out reinforced plastics for military 
projects, but in fitting the proposed military program for reinforced 
plastics products into the rest of the eutiuiedl defense picture. Un- 
doubtedly the Society of the Plastics Industry, Inc., can be of tre- 
mendous assistance in this work. 

One thing has already been obvious in this program, and Dr. Kil- 
gore has the figures, and that is that more benzene and more styrene 
must be made available at the earliest possible moment. The quan- 
tities of benzene available from petroleum are tremendous. We do 
not believe that the hydreforming capacity of other catalytic units 
are producing anywhere near what they really can for benzene. Un- 
doubtedly this program has already been studied and is fairly well 
along in the Government’s picture. We feel that relief could be 
forthcoming from the petroleum industry, but under protest. An 
executive of one of the reinforced plastic manufacturers states: 


I know from my own experience when I was in the refining industry and was 
directly associated with the production of benzene and toluene by hydroforming, 
that the oil industry is going to put up an awful howl when you take such 
high octane components away from their prized civilian motor gasoline market. 
. Certain of these components are also of tremendous value in raising the 
emergency octane value of aviation fuels. Two or three months ago a well-in- 
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formed source advised that benzene would not be blended into aviation fuel. A 
few days ago I received information indirectly from the Government source that 
it probably would. 

We mention the above not as an authority or as a solution but 
merely to point out the problems that exist and that somewhere some- 
one, or some board, must decide whether benzene is going to be allowed 
to keep alive small businesses who are capable of and who are actual- 
ly producing products for rockets, guided missiles, flak suits, arctic 
shelters, and so forth, or whether these projects are going to be dropped 
in favor of a quick “pick-up” on new car or a few more civilian 
tires. That rather ridiculous comparison is made because the quan- 
tities required to keep the reinforced plastics industry going are 
ridiculously small compared with the aviation and motor gasoline 
program and the civilian tire market. 

To date there have been virtually no real cut-backs in the availability 

of civilian tires, at least in most areas. What tire shortages exist are 
probably due to hoarding rather than shortages in the regular sup- 
oly. In fact, a recent article appearing under a Washington date 
fine states that synthetic rubber will be “flowing out of the ears of 
the tire manufacturers” by fall and that we can probably cut off 
foreign imports of natural rubber. Of course, we can’t believe every- 
thing the newspapers say, but if the story is even partly true, our 
wlicy seems to be one of upsetting our civilian economy and mak- 
ing natural rubber available to our enemies. This would only further 
decrease our friendship with South America and the East Indies, 
probably making it more difficult to obtain other vital raw materials 
in the event the European and African market is no longer available 
to us. 

The reinforced plastics industry faces an immediate crisis. If the 
present trend in supplies is not stabilized within 30 to 60 days, a 
number of companies are going out of business and others will be 
forced to take severe losses in trying to become established in the 
defense picture. We respectfully request that your Board act im- 
mediately on this subject. 

The foregoing has been a plea for the reinforced plastics industry 
as a whole and an attempt has been made to point out the existing 
critical raw material situation. In closing I'd like to. plead the case 
of Alsynite Co. of America. Although we are told by the military 
that more and more Alsynite will be required in the future, we have 
no new orders on hand. Our present contract expires this month, 
and if we get no additional orders by that time, what are we to do? 
Close our doors’ Lay off our trained personnel? We’re small busi- 
ness and we can’t afford to carry our men on the payroll without 
any production. Yet if we let them go, the military will suffer 
considerably on future orders if our 60 employees find employment 
elsewhere and if we find it necessary to train new personnel. Is 
it fair to penalize us when we already have lost our civilian market ? 
Since November of last year we have been doing 100 percent defense 
order work for the military. All our raw materials have been pur- 
chased on DO’s and no replacement has been made for that material 
which we had on hand and was used to fill the urgent demand for 
delivery of Alsynite on the initial contract. We have no surplus 
raw materials on hand. Even with DO's we are operating on a day- 
to-day basis. We need your help. Please don’t let us down. 
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We have quite a problem confronting us at the present time. In 
order to thoroughly acquaint you with our problem I have placed 
before you a brown Brae v0.5 contain advertising material and a sam- 
ple of Alsynite. The sample of Alsynite is given to you because 
Alsynite is undoubtedly a foreign name to you. And if there are 
any Members in the House, of any governmental agency, who would 
like a sample of Alsynite or a text I have some additional samples 


which you may have. 

Mr. Muvrer. May I suggest we make a part of the permanent rec- 
ord, which has been done, your prepared statement, which I assure 
you will be examined and studied by the full committee. 

Further, I notice you have a summary of some sort attached to 
your prepared statement. That may be made a part of the record, 
together with your advertising. 

(The summary above referred to follows :) 


COMMITTEE ON PREPAREDNESS REINFORCED PLastics Division, THE SocreTy OF 
THE PLastics INpustTrRy, INC. 


The following is a summary of the points made at the meeting between 
members of the committee on preparedness of the reinforced plastics division 
of the Society of the Plasties Industry, Inc., and the Chemicals Division of the 
NPA, March 22, 1951, Washington Hotel, Washington, D. C.: 

(1) A definite distinction was made between reinforced plastics and other 
types of plastics. It was pointed out that the Government should not confuse 
the polyester resins with other plastics requiring styrene. They are chemically 
different. 

(2) Reinforced plastics are primarily structural plastics, not “gadget” plas- 
tics. Its unique properties make it an ideal material for over 67 classes of 
military uses. It is of tremendous importance to the Armed Forces as evi- 
denced by letters from various branches of the Armed Forces and the Muni- 
tions Board urging that the reinforced plastics industry not only be kept 
healthy, but be expanded. The reinforced plastics industry today has a mili- 
tary and industrial importance far out of proportion to the tonnage used. 

(3) Sufficient defense orders are not available at present to allow the exist- 
ence of most reinforced plastics businesses, much less expansion, unless mate- 
rials are made available for civilian requirements necessary to take up the 
slack. Only three or four companies have sufficient orders bearing DO ratings 
to keep the door open without additional civilian orders, yet requirements of 
the Armed Forces in the next 6 to 18 months will require an output of 4 to 10 
times the 1950 output of the reinforced plastics industry. 

(4) Most of the companies engaged in reinforced plastics are small and can- 
not weather a 3- to 6-months lean period. They would lose trained personnel 
and facilities and would be weakened financially. It would be virtually im- 
possible to shift this production load to large companies on a short notice 
due to the fact that the techniques employed and the trained manpower are 
entirely different from any other industry, including plastics. The principal 
trouble is the unavailability of styrene. The shortage is immediate, not pending. 
Some resin suppliers have been cut off from or drastically reduced in their 
styrene supplies in March. Yet, less than 1 percent of the Nation’s production 
of styrene is required to keep the reinforced plastics industry going. Such an 
amount of styrene, if allocated to the reinforced plastics fabricators, would not 
interfere with the rubber program or any other program. 

Other chemicals, particularly maleic anhydride, need study with a view 
toward increasing the facilities for manufacture. 


CONCLUSIONS 


(1) The written requests from various branches of the Armed Forces should 
establish beyond doubt that the reinforced plastics industry is vital to the de- 
fense and should be expanded. 

(2) Due to the small nature of the individual companies comprising the rein- 
forced plastics industry and due to the immediate danger of cut-backs and lay- 
offs caused by shortages of an extremely small amount of styrene, a directive 
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or order is needed immediately from NPA to channel the required raw materials 
for resins to the industry. There are insufficient defense orders to keep the 
industry alive and raw materials for civilian orders must be allowed to take 
up the slack. 


RECOM MENDATIONS 


(1) We recommend that NPA issue a directive or order to channel the 
necessary styrene and other chemicals to the reinforced plastics industry to 
allow civilian business required to take up the slack caused by insufficient de- 
fense orders at present so that the industry may be kept healthy and expanding 
in accordance with the expressed desires of the Armed Forces and Munitions 
Board. 

(2) We recommend that the Army-Navy Munitions Board, or NPA start an 
immediate study of the raw materials situation in the reinforced plastics indus- 
try to determine the necessity of expanding production facilities to produce 
sufficient raw materials to meet Armed Forces’ requirements of reinforced 
plastics. 

(3) We recommend that continued assistance be given to the petroleum 
industry for the production of benzene from petroleum to offset the over-all 
shortage of benzene required for styrene and malcic anhydride. 

(4) We recommend that in all future Government regulations involving chemi- 
eals for plastics, the reinforced plastics industry be recognized as a separate 
entity from other plastics, particularly those using styrene, and that the indus- 
try and the end products which it manufactures, and its importance to the 
Armed Forces be considered on is own merits. 

(The advertising material above referred to will be found in the 
files of the committee.) 

Mr. Mutter. Now, if you will please, state your problem to us. 

Mr. Poromac. That was my intention. Thank you for making the 
suggestion. I was going to do it myself. 

Alysnite, producing 100 percent defense orders at the present time 
for the military, and this particular product is used to replace sky- 
lights and windows, principally in Quonset buildings. Some of the 
photographs in the advertising will show some of the installations 
we have. 

Because of the tremendous program stated to us by the various or- 
ganizations at Washington, particularly the military branches, we 
have discontinued, through no choice of our own, but we have discon- 
tinued selling Alysnite on a civilian market. We were forced to do 
this if we expected to remain in business. We could not get our raw 
material, such as the fiberglas mat you have before you and the 
cellophane and other critical items for the manufacture of Alysnite. 

On the strength of the military we are currently opening another 
factory in Ohio and have expended something around $50,000 to date 
trying to get that plant into operation. We will be ready for produc- 
tion by the fifteenth of this month. 

We all know that nothing is definite from anybody in Washingon 
until we have definite orders forthcoming. 

We were told they were requiring something around 3,000,000 
square feet a month of this particular type product, and we have 
been furnishing considerable quantities. 

However, our present contract expires in about 2 weeks. We were 
still told we will get future orders, but we haven’t gotten them yet. 

We have this plant now in Ohio which will soon be ready for pro- 
duction. We have our present plant here with 60 employees which 
are confronted with this situation: What are we going to do in 2 
weeks, after our contract expires? We have no raw materials on 
hand. We can’t get raw materials without DO’s. 
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Everything that we use in the manufacture of Alsynite is on a erit- 
ical list and can be purchased only with DO’s. Since November, when 
we started the military program, we have not received our oa 
tionate share of raw materials for civilian consumption, so, therefore, 
everything we have been purchasing has been on DO’s and going 
directly to the military forces. 

We have taken up this particular matter with NPA in Washington, 
through the reinforced plastics industry, March 22. 

A copy of the report to the NPA and Senate Investigating Com- 
mittee on Small Business has been enclosed in my material which 
you have accepted and which is made a part of this record. ; 

We have established, just before the Korean situation, or, rather, 
we had established 33 national distributors and 10 distributors in 
foreign countries. They have expended considerable money, time, and 
effort to promote Alsynite, because it is a relatively new product. 

It is expensive, not only in the time, effort, energy, and money, but 
also in the promotional aspect. Alsynite has not been beneficial to 
our distributors or to Alsynite Co. of America, as such, because we 
are not able to supply anything to the civilian market. 

What we would like is to get our proportionate share of raw mate- 
rials, to take care, in a small way, of our civilian outlets. 

Mr. McKinnon. Mr. Multer? 

Mr. Poromac. Those are our problems. 

Mr. Murer. No questions. 

Mr. McKinnon: Mr. Hill? 

Mr. Hitz. The only question I was going to ask is, you aren’t hav- 
ing any trouble getting materials for defense orders? 

Mr. Poromac. On DO’s we are having trouble getting resins. That 
problem is clearly stated in my text. It is too involved and rather 
voluminous to go into here. 

We use polyester and resins, and styrene goes into it. Styrene is 
taken from the rubber program, and we feel there is a surplus of 
tires on the market today. We use in the entire reinforced plastics 
industry just 1 percent of the total styrene output or consumption 
in the United States today. 

Mr. McKinnon. You mean your industry, not your particular 
business ¢ 

Mr. Poromac. Not our particular business, but the whole industry 
in the Nation. There are 20 or 30 reinforced plastic manufacturers. 
They make everything from guided missiles, radar, to aircraft parts 
and oil-sealed equipment, and various other items that are directly 
essential and used by the military. 

We in the industry, in the total consumption, use just 1 percent 
of all the styrene that is consumed in the United States market today, 
yet the total industry is having difficulty getting that 1 percent, so 
that we in the final analysis in putting out an end product, so we 
can get the resins from our manufacturers, such as Pittsburgh Plate 
Glass and others, they tell us they cannot sell us any resins or polyes- 
ters unless on DO’s. They, in turn, cannot get a component part of 
the chemicals necessary to make up the finished product we require 
unless they, in turn, receive a DO. 

The critical item at this time is the styrene. 

Mr. Hix. When did you start manufacturing this? 
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Mr. Poromac. We started manufacturing Alsynite approximately 
5 years ago. We went on national distribution basis a little over a 
year ago. I also, in my text, refer very strongly to the tax situation, 
which confronts us. There again, in another department, and since 
we are pressed for time I don’t want to take up the time of you gen- 
tlemen here today—— 

Mr. Mvuvrer. That properly belongs before the Ways and Means 
Committee, of course. 

Mr. Poromac. That isright. It is contained within the text, though. 

Mr. McKinnon. Our service to you, though, can best be done, 
I imagine, by contacting the Chemical Division of the NPA before 
which, I understand, you have a written application. It is written 
or is it merely a conference you had with them ¢ 

Mr. Poromac. We have had a conference and the Society of Plas- 
tics Industries either have or are going to put in a written applica- 
tion. We, as Alsynite, have not done so. 

Mr. McKinnon. Then I would suggest, and I would like to see 
what the committee thinks about this, of your making application 
through the office here, the NPA office here in San Diego. I know 
they will be glad to dispatch it and make every effort they can toward 
getting some allocation for your business, in order to keep you alive 
at the end of the next two weeks, when the defense orders run out. 

If you can keep a skeleton manufacturing business on this item, 
until such time as new defense orders can come along, then you can 
stay alive and keep available for the war effort. If you don’t have 
any raw material to work with, after you run out of defense orders, 
you are going to be out of business, aren’t you / 

Mr. Poromac. That is correct. In view of the fact our distribn- 
tors tell us this particular product is demanded, by such organizations 
as Kaiser Steel. on their expansion program at Fontana, as they 
want to put it in in lieu of glass for skylights, and they find it more 
desirable—and they can’t give us a DO for the construction of that 
plant—yet we know that steel is essential to the economy of our Nation. 

Now, it don’t add up to me that where Alsynite is being applied 
in such critical industry or for such critical use, that we are penalized 
and not able to supply our distributors so that they, in turn, can 
stay alive—— 

Mr. Jounson. His problem is in the hands of our department in 
Washington. I doubt if it is to the point where it has had time to 
go from the field department to the proper commodity department. 
Yet we have promised we will follow through. 

Mr. McKinnon. We can’t allow this normal lag— 

Mr. Jounson. He thinks he is going to Washington Monday or 
Tuesday of next week, and I promised to give him the names of 
the people to see and the telephone numbers. 

Mr. McKinnon. Give that information to our committee, before 
we leave here today. 

Mr. Jounson. I will get it. 

Mr. Mutrer. If you are going to be in Washington next week, 
we will be back on Monday. Before you leave you might contact 
our Small Business Committee and let us know what the results of 
your conference were, and possibly we can help you out on the scene. 

Mr. Poromac. That is the type of help we are looking for. 











1140 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Mucrer. Our offices are in the Old House Office Building. Our 
staff will be available to you there and you can contact any member 
of this committee, if necessary. 

Mr. Poromac. I would like to make note of that. 

Mr. McKinnon. You can come to my office. 

At this point I would like to insert the information that Mr. John- 
son wishes Mr. Potomac to have. 

(The above referred to information is in the following words and 
figures :) 

FIELD SeRviCe, DEPARTMENT OF COMMERCE 
WASHINGTON, D. C. 


Sterling 9200 
Telephone number 


Edward G. Lawler, Field Commerce (room 3872) FSS5_._._.____ Extension 4429 
Jeph’ &. Dates (NPA! S00)... ee Extension 4637 

Mr. McKinnon. Thank you, sir. We will try to be of service to 
you. 


Mr. Poromac. I want to thank the committee. 


STATEMENTS OF J. H. SHAW, CITY PURCHASING AGENT, SAN 
DIEGO, CALIF.; HERBERT FIFIELD, STAFF ARCHITECT FOR THE 
CITY OF SAN DIEGO UNIFIED SCHOOL DISTRICT; AND DR. GEORGE 
HALL RESEARCH DIRECTOR OF THE CITY OF SAN DIEGO 


Mr. Firtetp. We realize the San Diego unified school district is 
not small business, but we have the need for a tremendous construc- 
tion program in San Diego, and that construction program will be 
performed by contractors and subcontractors who are small business ; 
so, that is the reason we have asked permission to appear before you. 

Before printing out the need for any specific materials, 1 would 
like to ask Dr. George Hall if he could just briefly outline to you 
some of our needs here in San Diego. He has a report that he would 
like to give. 

Dr. Haut. I just this past fall—or, rather, the voters of San Diego 
approved a bond issue to take care of the very obvious need of housing 
our school children in both elementary and secondary grades. 

Some very thorough study has been made that convinces us that the 
schools of San Diego must take care of an increase of approximately 
3,000 children for each year in the next 4 or 5 years. 

To take care of those increased children we must have additional 
schools. The voters have ay ig the necessary financing to make 
that possible. But we have the problem of construction. 

Mr. Fifield will tell you more about that. Our basis for this con- 
. clusion that we have some 3,000 additional children is briefly as fol- 
lows: We know that about 10 years ago less than 3,000 children were 
being born in our city each year. In the past 4 or 5 years we have 
‘averaged close to 9,000 children being born in our city. Those chil- 
dren are now ages 1 to 5, and not yet in school. Their slightly older 
brothers and sisters are also part of the increase that came with the 
war. They are now in grades kindergarten through third: As this 
bulk of children moves up through our schools we must provide ad- 
ditional elementary schools for those now of preschool age, and as 
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they move on, additional junior highs and senior highs for the older 
children. 

In order to be ready for the children as they move along, we must 
now be constructing or planning to construct the junior highs and 
making plans for the senior highs. 

The obvious bulge at present in our school enrollment is between 
the third and fourth grades, and each year that bulge will move 
on up through our school. 

We also, in figuring this estimate that indicates 15,000 additional 
pupils in the next 5 years, gave consideration only to the conditions 
as they existed this past summer. If, for any reason, the San Diego 
area is to have a further influx of people to do the Nation’s business, 
along with those workers will come children, which will increase 
these figures, rather than in any way leading to the conclusion that 
they are high. They are definitely low, as the trend has occurred. 

When we were preparing the facts and figures for our presentation 
on our bond issue, we noted there were certain areas of real-estate de- 
velopments that might be developed. We now find that all of those 
we considered as outside possibilities are now completed facts. They 
are realities. There are even a larger group that now are in the area 
of future prospects. 

So we definitely must plan not only on taking care of the 2,000 to 
3,000 extra children per year we know are with us, but we must plan 
for the possibility of others moving into our community. So, basically 
our problem is that of very rapid enrollment in schools. That is just 
too late to stop now. I think that summarizes my part of it. 

Mr. Firtevp. In order to properly construct these school buildings 
we have to have metal objects, structural steel, stainless steel, copper, 
brass, cast iron or piping, and all the other materials that go into 
making up the school building. Most of these items at the present 
time are on priority lists, and yet the school system in San Diego—I 
believe no paoel system in the country has a DO number. It would 
be our hope and desire that some arrangement could be made wherein 
the school systems could have priority numbers. 

Just to use one illustration, to date plywood is not on the priority 
list. Yet distributors of plywood, up and down the coast, inform the 
wholesalers and retailers in San Diego that they cannot furnish ply- 
wood on our jobs unless we give them a DO number. 

It is just one of the unfortunate things that occur because of this 
control of materials. 

I think that presents our problem. 

Mr. McKinnon. Mr. Hill? 

Mr. Hint. No, 

Mr. McKinnon. Mr. Multer? 

Mr. Mutter. No. 

Mr. McKinnon. If the DO’s were given, you would like to DO’s 
assigned to the school district, to be handed out to the successful con- 
tractor or bidder on the particular job? 

Mr. Firtevp. Yes. 

Mr. McKinnon. You feel that that would probably save you quite 
a bit of money in your school-construction program for the bidder to 
know for a certainty he had definite access to these scarce items ‘ 

Mr. I trtecp. He would, because of the—or, rather, at the present 
time he must now insert within his bid a certain cushion figure to 
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cover the time and materials he must spend in order to try to find 
these items. 

Mr. McKinnon. When do you plan to start your school-building 
program ? 

Mr. Firtecp. Our construction program is already under way. We 
have some buildings that are 25, 30, 50, and 75 percent completed, and 
the contractors are having a terrific time in finding materials. As the 

»lans come off the board of the architects, the situation is going to 
torentts more acute, 

Mr. McKrxnon. Mr. Bates and Mr. Johnson, the schools must have 
been brought to your attention before. Is that true for the southern 
California district ? 

Mr. Bares. Yes. 

Mr. McKinnon. Have you undertaken anything with Washington 
on this, in the way of scheduling ¢ 

Mr. Bares. I think I can say the entire building situation in south- 
ern California is being studied by our office. 

Mr. McKrxnon. The entire building situation ¢ 

Mr. Bares. Yes. 

Mr. McKinnon. Not the scool-buidling situation, necessarily, spe- 
cifically ¢ 

Mr. Bares. That, too, the schools along with the other. But of 
course we are naturally awaiting facts with reference to the needs of 
the southern California area, because this, of course, is not a static 
area. This is a very dynamic one, as we all know that live here, and 
our needs will probably be greater in this area than most areas of 
the country. 

There is some legislation, I am sure, before the Congress on this 
thing, to expand the Federal-aid program ; is there not? 

Mr. Hinz. Yes. 

Mr. McKinnon. That doesn’t allocate material specifically for 
schools. 

Mr. Bares. That is correct. 1 would expect along with that some 
program. It might, for instance, set aside a program in a defense 
area by which there is a definite allocation of materials from the pro- 
ducing organization, the mills and so on for approved projects. 

Mr. McKinnon. Has your Los Angeles office made any recommen- 
dation to the Washington office ? 

Mr. Bares. No, sir: we have no made any specific recommendation. 

Mr. McKinnon. Before the Washington office is going to move, they 
are going to want to know what the regional office does. 

Mr. Bares. Yes. 

Mr. McKinnon. How long do you think it will be before you will 
have the needs of San Diego specifically, for instance, and the other 
areas around defense plants similarly situated 

Mr. Bares. We are able to present it to our people in Washington 
anytime the people of San Diego present it to us. 

Mr. McKinnon. There has been no formal presentation ¢ 

Mr. Jounson. No. I am familiar with the problem and, frankly, 
they haven’t applied for any definite or ee use, any definite problem 
to put our teeth into, which, of course, Mr. Fifield will do—if he will 
do, as I explained to him before in the office, that we will work on it. 

We have hoped that the designation of San Diego as a No. 1 impact 
area would perhaps solve their problem or in some way solve it. 
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Then, too, our NPA have been talking for a long time about a con- 
trol-material plan, the CMP plan. If it were set up as it was sched- 
uled to be, it would be in effect July 1 for the third quarter of this year. 
And there would undoubtedly be relief for them there. 

Mr. McKinnon. Sup you make a formal application, stating 
the board’s program and what it has to do to meet the requirements 
and epansion for this war effort, attributable, of course, to the war 
effort. Get that in to Mr. Johnson’s hands, telling them, Mr. John- 
son and Mr. Bates, that you are holding up the school-building pro- 
gram here. I know we don’t need financing, but we do need allocation. 

We have no legislative authority for the President or any of these 
agencies to designate an impact area. There is legislation pending 
but it may be 60 days before it is passed. 

If you men will follow through on this, to Washington, our com- 
mittee will move in to — it along. We don’t run the Department, 
but we can certainly make our recommendations. 

Mr. Jounson. Mr. Fifield, come in and we will go over the details 
before you set it up. 

Mr. Mctrer. In making the rounds and contacting the various per- 
sons, you might try to help the agency here with the information as 
to whether or not any of these people are sitting back and building up 
their inventories by waiting for DO’s, and not supplying you with 
your needs. You will find that many people are sitting back and build- 
ing up their own inventories, rather than selling to the normal trade. 

That will prove very helpful if you can turn that kind of information 
over to the local office here. The local office will try to help you, even 
if you don’t have a DO, and will try to help to keep your program 
running until we get the legislation Mr. McKinnon talked about. 


STATEMENTS OF J. H. SHAW, CITY PURCHASING AGENT; PAUL 
BEERMANN, HYDRAULIC ENGINEER; HARRY C. HAELSIG, AS- 
SISTANT PLANNING DIRECTOR; AND DR. J. B. ASKEW, DIRECTOR 
OF PUBLIC HEALTH FOR THE CITY AND COUNTY OF SAN DIEGO, 
SAN DIEGO, CALIF. 


Mr. Suaw. I believe our problem is a little more basic, even than 
that of some of those you have heard. We are having trouble getting 
water to these new houses, to the Navy, to the schools. I am not 
talking about second barrels, but distribution of what we have, getting 
the necessary pipelines and valves and other fittings, in order to have 
water, and also the sewerage system to these various activities. These 
other gentlemen can tell you more about it. 

Our health problem is another thing, and the planning of the city. 
Mr. Beermann can talk to you first on water. 

Mr. BeerMann. There are three things that are particularly trouble- 
some to us at the present time, immediately. One of them is to get 
pumps, valves, fittings or a new pumping plant to bring in water from 
our rapidly falling reservoir at San Vicente. We have taken bids, 
which state 240 days and we need it in 180 days. The Worthington 
Pump & Machine Co. have been given the contract to furnish the three 
large pumps, but we need something desperately in order to get the 
water into the city. We have some coming out of the San Vicente Res- 
ervoir. 
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Our demand in January, February, and March of this year was 30 
percent above any similar period in the past history, even above 1945, 
at the end of the war, and unless we are able to get the water into the 
city we are going to be short of water on warm days. 

ithin the last 12 weeks we have delivered water into the city at 
the rate of 72,000,000 gallons a day, but by the fall, unless we get some 
relief, our only source will be the San Vicente Reservoir, or it will 
be our major source. 

Mr. McKinnon. When that gets down to a certain level it has to 
be pumped, to be put into the city mains. 

Mr. > Senin ty That is right. 

Mr. McKinnon. It doesn’t flow by gravity, does it? 

Mr. BeerMann. Some; but when the levels drop down to a certain 
point it doesn’t flow by —, sufficiently. 

Mr. McKinnon. You don’t have any so-called runoff ? 

Mr. BeermMann. We haven’t had any runoff in 3 years. Our reser- 
voirs are lower now than they have ever been in the history of San 
Diego. In addition to that, the county areas are very badly in need 
of water, and depending on the city to release water, they will be 
in bad condition. We ordinarily have floodwaters, as we term it, 
that we can depend on, but when that is not supplied we do not have 
adequate supply of water. The county areas depend on the city to 
release water and when they cannot it can create an acute sho . 
When we do not have this so-called runoff it keeps dropping the 
reservoir levels. 

The other trouble we have, of course, is pipeline valves, fittings, and 
services to some of the new housing projects, some of the new sub- 
divisions that have been constructed generally on the fringes of the 
city and are not within the city, where we have normal distribution 
facilities, but they are around the fringes. 

We have subdivisions at the present time where a thousand units are 
served by a single 8-inch line. They don’t have any fire protection. 
Fortunately, there have been no fires. Until we are able to supply 
additional pipelines and materials and get the priorities to set them 
in, in the warm weather ahead of us, they are going to be severely 
handicapped and won’t have water at certain times of the day. 

We have to get the pipelines, cast iron pipes and cement pipe and 
valves, in order to service them over the period ahead. 

We have a A long list of inquiries for additional housing, such 
as on projects of larger units where they are talking about 2,500 units 
in a single project, both at the south end of the city and the east and 
north and northeast edges of the city. It is all around the fringes. 
All of them require large lines constructed to them, elevated to them, 
and ground storage space or ground pumping plants and similar facil- 
ities. And unless we are able to get material when those projects 
actually get into operation, we will be unable to supply them. 

We have completed within the last 2 years a large filtration plant 
near Murray Reservoir for water from the Colorado and locally. 

We have a contract for laboratory equipment, have had it since 1949, 
for furnishing laboratory equipment. It has not yet arrived. It has 
been delayed, partially due to strikes, but for the last several months 
it has been due to defense orders coming in ahead of the laboratory 
equipment orders, although the order has been in close to a year and a 


half. 
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We need badly some priority to get the filter plant in operation, to 
supply water in sufficient quantities to the city. Generally speaking, 
we are bursting at the seams around the edges, and will, unless we can 
get priorities to get the material here in time. I think that is our 
problem, particularly relating to the water. 

Mr. ean Do you have any questions, Mr. Multer / 

Mr. Mutrer. I understood you to say that you have an increased 
demand on your water facilities, over and above what you had in 1945. 

Mr. Beermann. Yes, very much so. 

Mr. Mucrer. What is the cause of that ¢ 

Mr. Beermann. Insufficient rainfall. Our rainfall in this area for 
the past year, for instance, has been about 414 inches. We have had 
no runoff into the reservoir. Runoff occurs only after you have had 
everything moistened and the storm occurs on previously wet soil. 

I have Fes some graphs which show the runoff in the area. We 
have had some deficiency, but we have never had such a deficiency 
in a sequence of runoffs before. This is the third, going on the fourth 
runoff where there has been no runoff. 

Mr. Suaw. Mr. Haelsig can possibly give you the reasons for the 
demand. 

Mr. Muurer. That was going to be my next question. As to what 
the changes of population have been since 1945. But Mr. Hill has a 
question. 

Mr. Hitt. You are talking about a runoff. What is your per- 
centage deficiency in water, say, over a period of 10 years or 5 years, 
if have any? 

Mr. Beermann. The deficiency ? 

Mr. Hitx. Percentage of your rainfall. 

Mr. Beermann. For instance, at the present time, this year, so far 
we have had 41% inches. Last year we had 8.55 

Mr. Hitt. That is just a year. What is the annual rainfall ? 

Mr. Brrermann. In this area? 

Mr. Hitt. No. I mean where you get this runoff. 

Mr. Beermann. Well, the runoff which we get supplies our water, 
and it occurs mainly in 10 to 11 years’ intervals. When we had a 
very large flood we have had very large reservoirs to catch the 11-year 
floods, which have occurred fairly continuously since about—the 
first period of record is about 1860. Then, roughly, 1883, and 1895 
and 1904 and 1916, and an extra one in 1922, and then 1927, and one 
in 1934 and in 1937. But we haven’t had one since 1941. One should 
have occurred about 2 years ago. 

We haven’t had a period of drought similar to the one we are going 
through now, and therefore the average rainfall does not supply us 
with very much runoff. The runoff on which we depend is one that 
occurs roughly at 11-year intervals. 

We have storage of 400,000 acre-feet for the city of San Diego at 
the present time. And at the present time we are only 17 percent 
full. And after that practically all the water has to be brought in 
from the Colorado River. If it hadn’t been for the Colorado River 
water we wouldn’t have had any local water over a year ago. We 
would have been out of local water well over a year ago. 

Mr. Mutter. Have you done any work on this scientific rain pro- 


ducing, the seeding of clouds? 














1146 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Beermann. The city has a contract now which has been going— 
this is the third month. The effectiveness of it, of course, cannot be 
demonstrated until we have had a material length of time. There 
hasn’t been any actual rain, to mention. They can’t make rain. All 
they can do is to squeeze a little bit more out of the clouds. If the 
clouds don’t come, there isn’t anything there. 

Mr. Hix. If the floods don’t come, you can’t build the reservoirs. 

Mr. Beermann. If the floods don’t come, we hope Mr. McKinnon 
will get us some legislation through to get more water from the Colo- 
rado River. 

Mr. Hitt. That is very interesting to me when you say something 
about the dry period, because seqnrdions of what you say it seems as 
though your cycle of floods has forgotten to come. 

Mr. Beermann. That is correct. 

Mr. Huw. And there isn’t anyone around here, except the rain- 
makers, that can help you out. 

Mr. Beermann. The ones that can help us out are the Federal Gov- 
ernment bringing additional water from the Colorado River. 

Mr. Mutrer. I thought that water was going to be taken from the 
Colorado River for Arizona. 

Mr. McKinnon. I wouldn’t answer that question, if I were you. 

Mr. Hii. I think you had better stay off the record on that one. 

Mr. Haetsie. I think I have some statistical information that would 
be interesting for you that bears on this subject. San Diego’s problem 
is not just as to water facility. It is a need of every type of com- 
munity facility and the need for priorities and means so we can ob- 
tain these community facilities, not only water mains, sewers, and 
additional schools, but you have heard about hospitals, and you will 
hear from Dr. Askew on that, but our police equipment and highway 
bridges and underpasses and public works equipment and sanglles. 

San Diego, as you know, heel been a war impact area since 1940. 
Construction has taken place in the outer fringes of the city, in those 
areas in which we did not have adequate community facilities. It 
has been a case of building community facilities as the growth has 
taken place. It will be necessary to extend our sewers and water pipes, 
fire and police protection, and roads, and every one of our facilities. 

We are not caught up with the backlog that existed in the mid por- 
tion of the war, primarily because of finances and materials. 

Mr. Muvrer. Let me interrupt for a moment. From the end of 
World War II to the begining of the new war, world war ITT, which 
we hope will not get any worse, was there any loss of population ? 

Mr. Haersic. No, sir. The civilian population increased about 
20,000 between 1946 and 1950, Although the population figures indi- 
cate a loss in the city, that was a loss in military population. Most 
people do not realize that. 

Mr. McKrxnon. How many additional homes have we built since 
1946? 

Mr. Haetsta. It is in here. Some twenty-odd thousand since 1946. 

Mr. Mutrer. In other words, it is fair to say the war brought to 
this area increased population which has — on, the permanent 
population, not the armed services population 

Mr. Haetste. That is right. We have had a permanent population 
that has continually increased. 
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Mr. Mutrer. Do you expect that to increase from here in, as the 
defense effort increases ¢ ; 

Mr. Haersie. Yes. That first chart will indicate to you the growth 
and trend. Then back five or six more items it gives you the building 
construction trends over a 20-year period. Our norm was somewhere 
in the years of 1937 and 1938, 1939, around 2,000 houses a year. 

We built 200 and 300 percent of that ever since 1940. This last 
year was the third highest year in the history of San Diego, and we 
expect to continue to increase. In fact, the first 2 months of 1951 has 
been a 67.6 increase in building over 1950. Those are all in these 
figures. 

I wanted to emphasize to you on the first chart that a goodly pro- 
portion of our building construction has been in new subdivisions and 
areas in which we have to supply entire new facilities, even in the older 
subdivisions, which were not fully developed, and material was needed 
to supply services to those areas in the new subdivisions. And there 
are no facilities, and it is necessary to put in entirely new installations. 

Mr. Muvrer. Those facilities have been financed entirely by your 
locality without Federal aid ¢ 

Mr. Hae sic. That is right. Other than the rehabilitation of our 
parks, which the Navy used during the war. 

Mr. Mutter. I notice on the chart you refer to public housing Navy 
and Aztec housing. What is that? 

Mr. Haetsic. Aztec housing is housing built since the war, primarily 
for the GI students in the State college; about 600 units in total. 

We have 1,200 units in Navy and approximately 1,300 of Federal 
housing, with the contemplated development in the near future of 
the war houses and other developments, which are on the exterior part 
of the city. 

Again, those areas are going to require extensive sewers and pipe- 
lines and facilities. I don’t think I will burden you with the statistics. 
You may care to read those at your leisure. They are quite detailed. 

There is also information as to the highways, and an original report 
to Congress in 1946 as to San Diego’s particular problem. 

One thing I would like to call to your attention particularly is the 
one chart in red, showing the areas used by Governmental agencies 
in the city of San Diego. 

I think that is about all, sir. 

Dr. Askew. The problem I wanted to present to the committee is 
not necessarily of priorities or of lack of attention to the small business 
concerns, but indirectly it does have an effect on them. That is the 
need for hospital planning and the provision of additional hospital 
beds for the metropolitan area of San Diego. 

You might say we have not had any hospital bed construction here 
since long before the war. The total civilian beds in this communit y— 
and I say “this community,” including the surrounding incorporated 
areas which adjoin San Diego immediately—there are 780 hospital 
beds to take care of an estimated population of about 450,000 people. 

We also have the naval hospital here with bed capacity ranging close 
to 1,600 beds, 200 of which are allocated for veterans’ use. 

We have 165 acute beds at the county hospital, which we—when a 
person isn’t able to find a bed in a private hospital he may be considered 
an emergency and be hospitalized in the county. 
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Now, if we would apply the recognized figure of four beds per thou- 
sand people, as is what is needed in a community of this size, is ac- 
tually 414 beds per thousand, and we would find we need in the neigh- 
borhood of 1,800 beds on the basis of our 450,000 people. 

We have heard quite a bit about the anticipated growth of the 
metropolitan area of San Diego, and it has been estimated at approxi- 
mately 40,000. That would require an additional 240 beds, giving 
us a need of around 2,040 beds. 

We have 780 beds available in our community, and if we take the 
difference between those two, we have a need for approximately 1,260 
beds. 

Now, this community isn’t unmindful of its hospital bed needs. 
There has been an organization here in San Diego to develop a com- 
munity hospital facilities, originally started out by planning for 300 
general beds. They weren’t able to receive enough contributions to 
ee number, and they are planning at the present time 150-bed 
1ospital. 

1 here is another organization that is considering the development of 
a hospital on the fringe area between Le Mesa and El Cajon, and for 
that area, which they estimate they will serve approximately 80,000 
people. They are planning to try to build a 60-bed hospital, 

With the spiral of increased costs, either one of these projects may 
eventually evaporate, because of the inability to build enough beds, 
with the money at hand, or due to the problems they may not have 
been obtaining the necessary materials to build the re firs: 

As a person concerned with the public health of this community, I 
am just as interested in seeing that hospital beds are provided as I am 
that surgeons are provided, that additional houses are provided, and 
schools and highways and fire-fighting facilities, et cetera. 

It will not help our defense effort if we bring in a great number 
of people here and they suffer because of the inability to be hospital- 
ized. That is all. 

I have a statement I would like to give to the committee, Mr. 
Chairman. 

Mr. McKinnon. We will submit this for the record. 

Dr. Askzw. The metropolitan area of San Diego which includes the 
city of San Diego, La Mesa, El Cajon, Chula Vista, National City, 
and Coronado has a population of approximately 450,000. 

; ice present number of hospital s available for this area is as 
ollows : 
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In addition, the United States naval hospital has 1,600 beds, 200 
allocated for veterans and the San Diego County General Hospital 
175 for acute patients. 

By using the 780 private hospital beds on the basis of 450,000 popu- 
lation, San Diego has 0.58 beds per thousand. 

The United States naval hospital hospitalizes retired Navy per- 
sonnel and dependents, depending upon the hospital needs of the 
military and of its commitments to the other branches of the armed 
services, as well as the Veterans’ Administration. The San Diego 
County Hospital admits certain types of emergency cases of people 
who are not medically indigent. Such admission is based on inability 
for individuals to find such a bed when needed. The county hospital 
handles a small percent of private patients in the 175 acute beds. 

Using the accepted standard of four beds per thousand — the 
metropolitan area of San Diego should have 1,800 beds for 450,000 
people instead of the present 780, and if 40,000 additional new indi- 
viduals are expected to work and live in the San Diego area, it would 
require an additional 240 beds. 

Your honorable committee is urged to give serious thought and 
consideration to assist this community in providing financial assist- 
ance for additional hospital beds in this area. At the present time, 
there is a 150-bed community hospital contemplated which formerly 
had planned to build a 300-bed hospital. 

Another group is planning a 60-bed general hospital to serve an, 
area in which approximately 80,000 people reside. With continued 
increase in building costs, these projects may not materialize and San 
Diego will remain a critical area as far as hospital bed shortage is 
concerned. 

Mr. McKinnon. Do you have any questions, Mr. Multer? 

Mr. Mutter. No. 

Mr. McKinnon. I think the committee should know that our com- 
munity itself has raised considerable money for the construction of a 
new community hospital. 

Dr. Askew. Yes. 

Mr. McKinnon. As I recall, the figures we have raised are some 

Dr. Askew. Two and a half million dollars. 

Mr. McKinnon. Out of our own pockets; private donations and 
gifts and things like that. 

Dr. Askew. Yes. 

Mr. McKinnon. We made application for the construction of this 
hospital, to bring it up to a 250-bed hospital, of some $700,000 from 
the Federal Government. 

Dr. Askew. $750,000. 

Mr. McKrxnon. However, under the Hill-Burton Act the emphasis 
has been placed upon the construction of rural areas, rather than the 
impact areas like in California. 

‘alifornia share has been allocated by the State hospitals to a num- 
ber of smaller communities who need hospital facilities, without ques- 
nee whose impact isn’t as great as we have in certain areas like San 

iego. 

Consequently we will probably start construction of our hospital, 
if we get building materials and so forth, of 150 beds instead of 250 
beds, but the need is there for 250 beds. 

Dr. Asxew. That is true. 

















1150 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. McKinnon. I think this is a typical area that is sought to be 
held under the new Defense Housing Act that the Banking and Cur- 
rency Committee reported on, for an area of that kind, because of the 
war impact and armed services impact, that it should be entitled to 
assistance from the Federal Government. 

Mr. Muvrer. No doubt about that. 

Dr. Askew. I might say that at one time the State hospital board 
did allocate $750,000 of the Hill-Burton money for this unit, the com- 
munity hospital here. During that interval of time Congress cut the 
es poy from $150,000,000 to $85,000,000, 

Vell, it was 75 and then they added 10. 

Mr. Muurer. There is one other subject I would like to touch on 
while you gentlemen are here. I understand that you recently decon- 
trolled, so far as rent control is concerned in this area. What, if any, 
impact does that have on your housing situation? Have your rents 
gone up, having taken off rent control, or spurred the housing indus- 
try to more activity, or what is the situation ? 

Mr. Haetsic. in this group of charts you will note there has been 
an increase in the number of multi le-family units within the last 
year. Ihave a group of statistics. ieee is a marked increase in the 
multiple-family units. I don’t know whether there has been a marked 
increase of rental houses. In some instances it is very marked. Asa 
general thing I do not know whether there is any marked increase 
or not. 

Mr. Mutter. Have rents gone up since decontrol ? 

Mr. Haetsie. I think they have gone up since decontrol. However, 
I don’t know. All I know is a few instances in which I am person- 
ally acquainted with the individuals, and that happens to be three of 
those wlers I know they were not increased. 

Mr. Murer. What would you say that the rent is that the average 
family here can afford to pay? 

Mr. Haetsie. You are asking me a question based upon income, and 
I have no way of telling you what the average income is in the city. 
We would probably be able to glean some information from Census 
Bureau data taken in 1950. Whether that is very well related today 
or not, [don’t know. I imagine it would be. 

Mr. Murer. What is the situation of your public housing units’ 
Are they all filled up? 

Mr. Haeusie. Yes; and have been filled for months and months. 

Mr. McKinnon. I believe we have a waiting list of some 7,000 on 
units. 

Mr. Mutter. Do you get any complaints publicly about people who 
are in these public housing units that can afford better housing aceom- 
modations but stay there because it is cheaper ¢ 

Mr. Haexsic. I have heard that complaint, but it is not made to us 
nor do I have any knowledge of it. 

Dr. Askew. After this question is completed, could I make one 
further statement ? 

Mr. McKrywon. Go right ahead. 

Dr. Askew. Mr. Beermann mentioned something about the need for 
pumps in these new larger lines because of the fluctuation in the 
nee mgs system at peak demand periods of the day. From a public 

ealth standpoint, that is very hazardous, to have fluctuation in the 
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ressure of our water mains. We should have enough water in our 
Fines to maintain a constant pressure. 

I would like to reemphasize the need for getting our water system 
mains of such capacity and of such pressure that we will not have 
this fluctuation, because that is where we get into trouble and the 
possibility of back flow and siphonage and things like that, which are 
very hazardous, from a public welfare standpoint. 

Mr. McKinnon. Mr. Hill? 

Mr. Hix. I notice on page 1 of your bulletin you show January 
to January, inclusive. In your January starts, if that is what they 
are, you show 558 for this year as against 325 last year. 

Mr. Haetste. That is correct. 

Mr. Hitz. Now, the question: What are your starts for February 
this year? Could you give me an idea ? 

r. Haexsie. Yes, sir. Last year there were 452 starts. This year, 
February, 744. 

Mr. Hux. Almost double. You don’t have March yet? 

Mr. Haetsic. No, I don’t have March. March is not compiled. 

Mr. Hitz. Do you have any idea whether it will be closer to 750? 

Mr. Haetsie. Yes, sir; if you will notice the trend in building. 

Mr. Hu. I did, and I was amazed when I studied this first page, 
where you say here on one family total units, and that is generally 
where you get in trouble, you don’t have enough of them. But if you 
notice, you have almost 5,000 out of a total of 6,000 with one-family 
units, is that correct ? 

Mr. Haetsig. Yes. 

Mr. Hitz. Folks who help themselves deserve a little help. I am 
sure this committee will give you any help we can. 

I don’t know whether you noticed that, Mr. Multer. 

Mr. Mutrer. Yes. 

Mr. Hitz. There you have 4,956 one-family starts out of 6,126. 
That is unusual. It shows the immediate need of the one-family 
units. 

Mr. McKrynon. Most of those one-family dwellings are home- 
ownership deals. They intend to stay here. All the expansion we 
are making isn’t temporary. 

Mr. Haensia. No. 

Mr. Hixi. You have done a better job on that than getting the 
flood runoff back in the hills. 

Mr. McKinnon. May I ask Mr. Beermann: Have you made any 
application through NPA offices for assistance in getting the pumps 
to you? 

Mr. Breermann. Mr. Shaw did make an application, I believe, and 
at the present time there is no machinery set up; no written applica- 
tion. 

Mr. McKinnon. Mr. Johnson, do you have some information in 
regard to that? 

Mr. Suaw. We have had very good cooperation from Mr. John- 
son’s office. He has —_— us on a number of projects, but the few 
we are working on right now, they are just current and extreme 
cases where, well, to get this water in a hurry you have these big 
naval installations around here, as well as the housing, and they have 
to have the water. We need more help than the San Diego office can 
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get. Somebody back in Washington is going to have to give this 
thing a push, too. 

Mr. McKrnnon. I have got a couple of the hottest wires in Wash- 
ington here with me and maybe we can get a little spark and contact. 

r. Jounson. The suggestion has been made that I give your com- 
mittee a copy of four letters that I have recently transmitted to our 
office in Washington. 

Their problem on equipment involves three departments, to the 
NPA in Washington, and have written three letters with one trans- 
mittal letter with the three. They are brief. I will give you those, 
and you can help a lot in trying to emphasize or impress on them the 
urgency of this situation. 

Mr. Mutrer. When was that transmited to Washington? 

Mr. Jounson. Just within the past 4 or 5 days. 

Mr. McKinnon. This committee has expressed its willingness when 
it gets back to Washington next week to have the gentlemen who are 
controlling the committee on the application of regulation X to come 
before our committee so our committee can urge upon them immedi- 
-~ action on relaxing regulation X for San Diego and San Diego 

ounty. 

~ oa I imagine the committee likewise will be willing, although 
naturally it is going to be up to the committee’s determination, to 
probably get some of these NPA officials up before us to urge im- 
mediate action on these pumps and some of these other things that 
are so necessary for us here, our school operations, perhaps, and some 
of the other things, to get faster action than the normal routine be- 
cause we do have an emergency situation. 

Mr. Haenste. Yes sir. 

Mr. Jounson. In that case it is quite a large pump. I have few 
manufacturers of equipment like that. They have given Mr. Shaw 
delivery dates—how far ahead ? 

Mr. SuHaw. Two hundred and forty days. 

Mr. JoHnson. So if someone from our Department in Washington 
goes down to them and says, “What have you got on your books for 
some other project?” maybe they have a machine scheduled for a 
sugar plantation in Louisiana that might be set back and give that 
spot to this very urgent situation here. 

Mr. McKinnon. There are a few things more urgent than our 
military necessity here in San Diego, which is using the 30-percent in- 
crease, which has been caused primarily by military usage. 

Mr. SHaw. Military and civilian usage. It started with military 
needs because of the defense plants going into operation and the a 
numbers of people taken care of at the military establishments, like the 
Navy and Marine base and; of course, we have had no runoff. We 
had hoped we would at least get runoff. 

Mr. Senate, This is the first time in 80 years that we have missed 
a runoff of the type we would expect. In other words, only a very 
small runoff. About 20,000 acre-feet would have helped us over the 
hump this year, but it is not coming. 

Coupled with the 30-percent increase we have had and some of our 
surrounding neighbors who do supply some people to come in here 
with an increase of as much as a hundred percent, we are not going 
to be able to get through the year and supply the daily needs unless 
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we get the pumps and get them considerably ahead of the 240 days 
we had originally hoped would be sufficient when we advertised for 
them. 

At that time the rainy season had not passed, and we hoped February 
and March would bring us runoff. It hasn’t. We therefore need the 
pumps earlier than otherwise we would have need them. 

Mr. Hitt. Have you ever had any runoff later than this? 

Mr. BrerManyn. One single year in the past 65 in which we received 
considerable runoff in April. One chance in sixty-five is pretty slim. 

Mr. Hix. That is no help. I am interested because in Colorado, 
where I live, if wo don’t get snow up in the mountains we don’t get 
= rain either. 

Mr. McKinnon. So far it has been dry up your way. 

Mr. Hix. It has been pretty bad. Coming over the mountains the 
other day I was quite disappointed. I could see the snow, but I was 
disappointed in the amount of snow I saw. It wasn’t as thick on the 
tops of the mountains as I thought it could be or should be. I didn’t 
like the look of it. 

Mr. BeerMann. 1941 was the last year of large runoff. 

Mr. Hitz. This chart was a little difficult for me to read at first. 
You probably didn’t expect an amateur to be able to read it. 

Mr. Beermann. The red represents the deficiency from average. 

Mr. Hii. The runoff—that is a bad color to put the runoff in. 

Mr. Beermann. The red is the deficiency. 

Mr. Hix. You would expect that to be the rainfall. 

Mr. Mutrer. San Diego is peculiarly a city where 90 percent of 
your “Rives is engaged in the defense effort or in some way 

y 





directly connected with the armed services. 

Mr. Beermann. A very large percentage. Immediately after the 
war, when the defense effort started to die down, this area was a 
critical unemployment area. 

Mr. Hix. Getting back to this water situation, what interests me 
more than anything else is that it seems as though your two difficulties 
or troubles came along at the same time—no runoff and your great 
increase in population happening at the same time. 

Mr. BeermMann. Yes. 

Mr. Hirt. I wonder how many people in the East really realize what 
that means. These folks have been pushed in here without any invita- 
tion on your part, and the Lord comes along and says, “It has been 
raining a little too niuch and we will give you a few dry years.” 

You should impress on the eastern folks you are not getting any 
rainfall. 

Mr. Mutter. Don’t hold it against me. I will admit I thought a 
runoff was a relay race. 

Mr. McKinnon. That is due to the fact there have been no floods 
and therefore the reservoirs haven’t been filled up. 

Thank you gentlemen for coming in. 

baa a an supplied by these gentlemen will be made a part of the 
record. 

(The above-mentioned material is made a part of the record and will 
be found in appendix on p. 1175.) 
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STATEMENT OF JOHN H. ENGEL, ENGEL MANUFACTURING CO., 
ESCONDIDO, CALIF. 


Mr. Encet. Since there has been quite a little talk on housing, Mr. 
Bob Hays, of the Escondido Chamber of Commerce, called me last 
night and asked me to say a word for Escondido in regard to the 
impact area. ’ : 

Becondido is a small community about 30 miles from San Diego 
and is located between the Navy installations at Miramar and Camp 
Pendleton. Escondido is 30 miles north of San Diego and so far has 
had very small development, but it is located between the new installa- 
tions at Miramar as well as the old Camp Pendleton. 

So far as Camp Miramar and Camp Kearney are concerned, both 
of them are located approximately as far from Escondido as they are 
the biggest part of San Diego. 

The Escondido Chamber of Commerce is very much interested in 
having Escondido included in the impact area in San Diego County. 
There have been various reports that it is supposed to be included in 
San Diego County, and there have been other reports that it is sup- 
posed to just include the metropolitan area of San Diego as far as the 
impact area is concerned. 

‘e have had a very heavy impact of people from both the San 
Diego area as well as Camp Pendleton area. The city itself has an 
oversupply of water as well as overcapacity in the sewer plant and 
could absorb a large increase, practically doubling its population, 
without any large outlay of additional facilities. 

The sewer-plant facilities are only about half used at its maximum 
at the present time. So, if the committee will please consider Escon- 
dido in the impact area, it will help the situation around San Diego, 
and besides it is decentralized located. 

The location, which is approximately north of San Diego, favors 
it in case of an atomic explosion, with the wind direction, which would 
leave those people living there considerably at rest and wouldn’t have 
to worry unnecessarily about what might happen to them in the future. 

In regard to the housing in Escondido—— 

Mr. Hiiz.. How about the water situation there? Is there city water 
for all your homes? 

Mr. Enoeu. The city itself voted largely to go into the Colorado 
district. Up to now we have had sufficient water in that area, both on 
wells and Lake Henshaw, to take care of the city. We have had no 
rationing of water whatever before the Colorado water has come in, 
but from now on they will be receiving the Colorado water, which is 
actually surplus as far as—— 

Mr. Hitz. Are your facilities already there to put the water into 
these homes? 

Mr. Encrer. Well, the subdivision lay-outs, those facilities are not 
there. but the lines as well as the sewer-plant facilities—the main lines, 
that is—are there at this time. 

Mr. Hix. And the storage facilities? 

Mr. Enoew. Yes. 

Mr. Hitz. How far out from San Diego is that—how many miles 
out ? 

Mr. Encet. Camp Miramar is about halfway between San Diego 
and Escondido. T believe it is a little closer to San Diego. 





f 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 1155 


Mr. Hutz. How many miles would you have to drive if you worked 
here and lived in your little town? 

Mr. Encev. Well, we have a large volume of people working at the 
present time here. They have to drive approximately 30 miles, and 
some of them less and some more. 

Mr. Hut. Is the highway already in? 

Mr. Encev. Yes. 

Mr. Hit. Is it a good highway? 

Mr. Eneev. On the new Cabrillo Freeway, leaving San Diego, that 
is a new highway, 395, which extends to Riverside. Also makes con- 
nections with Los Angeles. 

Mr. Hitt. What is your population now ? 

Mr. Encev. The population is approximately 7,000. 

Mr. Hitt. How many could you take care of without building any 
particular number of houses? Have you any empty houses? 

Mr. Encev. No empty houses at all. We are in very bad condition 
at the present time. 

Mr. Hint. If anyone moved into your town, you would have to 
build new houses / 

Mr. Encet. That is right, sir. 

Mr. Murer. Your suggestion, as I understand it, is that, rather 
than build additional houses and tax facilities of San Diego any 
further, that they could move in and build new houses in your area 
without taxing your facilities. 

Mr. Eneex. That is right, sir. In fact, both facilities will probably 
be taxed to the limit before this is over. 

Mr. Huw. Well, assuming you can get the building material and 
build the housing, how many people could you take care of before 
you would be in the same position as San Diego? 

Mr. Encer. With the present facilities they could at least double 
in the area without having to increase the facilities. The sewer plant 
is not even half used at the present time, and the new water supply 
will take care of double, just about, the population. 

Mr. Mourer. What you are asking then is that whatever we try 
to make available for San Diego by way of reducing the restrictions 
or lifting the restrictions should apply to your area, too? 

Mr. Eneew. That is correct, sir. 

Mr. Hut. I think it is a reasonable request. 

Mr. Mutter. We are again unanimous. You see, there is no 
partisanship on this committee. 

Mr. Eneex. Escondido is rapidly becoming part of San Diego in 
view of the new freeway. Quite a lot of people are coming out from 
San Diego to get away from the possibility msl 

Mr. Hut. You might whisper to some of your friends we are still 
in America. One man testified in San Francisco he thought Cali- 
fornia was inside, incorporated in the city of San Francisco. 

I think we should all realize the fact that little communities like 
yours can do a wonderful lot in helping some of the rest of us out. 

Mr. Encet. I am personally firmly convinced we should do more 
decentralizing. There is no need to go clear to the Middle West or 
East. We can do it in southern California, right here. All we need 
to do is evenly distribute it over a larger area instead of congesting 
everything into large cities. Business has a tendency to concentrate 
in the large cities, and the workingman has to get there by his own 
means in order to get a job. 
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Mr. Hiix. You would be surprised to learn that at the beginning 
of the other war a group of men from Detroit testified at a nage roe 
before our committee that it took an hour and a half to get to wo 
every morning, down to the Ford plant, I think, where they were 
working. 

You could drive out to your place, in your town, in how many min- 
utes, not going too fast? 

Mr. Encev. A mile a minute along the Freeway, without interfer- 
ing with State laws too much. 

Mr. Hiri. How many miles? 

Mr. Encev. About a mile a minute. 

Mr. Huw. If you drove 40 miles an hour out there it wouldn’t take 
long; would it? 

Mr. McKinnon. You would get run over. 

Mr. Mutter. It takes me an hour to get to my office in New York. 
I live in the city of New York. 

Mr. Huw. You think nothing about it, then. 

Mr. Mut rer. Of course not. 

Mr. McKinnon. Thank you very much, Mr. Engel, for coming in. 

Mr. Encet. Now, I have a question in my own behalf. 

We made an application with the Department of Commerce for 
financial assistance. We have had a plant which is inactive at the 
present time. | 

I have been in business 22 years this year. I have been inactive since 
the end of the last war, but we kept our plants and let them sit idle. 
We reactivated them once in 1947 and also in 1949. We have other 
interests we are interested in, city planning, and we got pretty well 
active in that. 

Now we are reactivating the plants and we find it a little difficult 
at the present, or with the present regulations, as they do not cover 
working capital for operations. It is the same difficult problem we 
have had with other financial institutions. 

We have plenty of assets. We have the plants and the equipment 
all clear and ready to go, and we have wide experience. We have wide 
experience in aircraft sheet-metal field. I am, in fact, one of the oldest 
sheet-metal men in the trade. I have followed it through since 1929. 

I wonder if there is any way to assist on that particular phase of 
working capital for most small businesses—our particular case is just 
one—so that we may assist in the defense program, to expend as 
rapidly as possible. 

We ond requests for orders, large number of orders, waiting, but 
I am somewhat handicappel from that standpoint. 

Mr. Muvrer. Most of the requests for aid we have been getting are 
from men who are in business and have been in business all through the 
last war and since the last war, and now must get defense contracts in 
order to keep going. 

I think before we reactivate new business we ought to get those 
fellows integrated into the defense program. I don’t mean to say you 
shouldn’t go ahead with your plans and get going. I am sure, within 
the limitations of the law, the local office will do everything they can 
to assist you. 

You may find you will have to have a contract first before you can 
get any financial aid from the Government, and then, of course, if 


you have those contracts, you may find the local banks will help you 
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privately with private capital, so you won’t have to call on the Govern- 
ment. 

There is provision in the law to give you advances on Government 
contracts and also to get your loans, so as to be able to carry on. 

How long ago did you file your application ? 

Mr. Encex. This was in December. 

I might say one thing: We are specialists in the aircraft field. That 
is the reason we dropped out at the end of the war. We followed that 
particular field. Now is the time to step in again. We kept our 
plants ready. 

Mr. Mutrer. Where are the plants located ? 

Mr. Encex. Escondido. 

Mr. Mutrer. What is your labor supply there? 

Mr. Encev. A large number of our men are in San Diego, but there 
is also a large number right in Escondido. 

Mr. Mvutrer. You have no Government contracts at the present 
time / 

Mr. Encev. No contracts at the present time. We could be rolling 
inside of a week, I am sure. We have been waiting for the build-up. 
Ours is a specialist field and just stands by for the war effort, and then 
—_ back into the field. 

Mr. Mutrer. What have you been told by the office you filed your 
application with ? 

fr. Encer. We didn’t get a complete answer. I just looked at 
the letter today. It did not give the details as to where the short- 
comings were. But the men—the bank usually works on the basis 
that operating capital they don’t own, the law does not permit them to 
loan for that purpose. 

Mr. Muurer. I am sure that the local officials here will do everything 
they possibly can to help you, and if they need any further help with 
Washington, of course they will call on Washington. 

If you think this committee can be of some help to you, if you will 
submit to us your precise problem, if you don’t get satisfaction here— 
I am sure you will —but if you don’t you can drop us a line to Wash- 
ington, to the Small Business Committee, and we will be glad to do 
whatever we can for you. 

Contact Mr. McKinnon or his office right here in San Diego. 

Mr. McKinnon. Thank you, Mr. Engel, for coming to us with your 
problems. 

Mr. Encev. Thank you, gentlemen. 


STATEMENT OF JOHN H. TOLAN, JR., REGIONAL DIRECTOR, OFFICE 
OF PRICE STABILIZATION, SAN FRANCISCO, CALIF. 


Mr. Touan. I would like to make a brief statement, Mr. Chairman. 

Mr. McKinnon. All right, Mr. Tolan. 

Mr. Toian. I am regional director of the Office of Price Stabiliza- 
tion for Nevada, Arizona, and California. I want to tell the commit- 
tee how much we appreciate this series of hearings and the opportunity 
for us to attend and gage the public’s interest in our program. 

It is extremely important to us in our formative stages, to get an 
evaluation at this time, where there is no particular program to it. 
I think that we should have a hearing a little deeper in the year out 
here in California, where at that time our region will have had an 
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opportunity to get into motion and get our enforcement pr 
started. I think it would be very valuable, because it is very difficult 
to appraise these programs of control. There are always peaks and 
valleys of activity, and when those peaks of activity arise the stress and 
strain on our office staff and force is very great. 

I wanted to bring up one particular problem. We are moving into 
the mark-up pricing, and we have had regulation 7, out on retail 
pricing. 

In the San Diego office, for instance, there will be about 4,000 charts 
to be filed by businesses, and they are due in 15 days. Most of them 
be ae hitting us about that time, 15 or 20 days from now. We have 
50 filed. 

Now, it would take any man at least 5 minutes to go over one of 
these charts and give it a cursory study, to see if they have basic re- 
quirements in and have it returned for more information. You can 
see if a man does 70 or 80 applications a day he is doing good. Perhaps 
a good man could doa hundred. These things are going to come at us 
at once. 

I wanted to take this opportunity to express through the committee 
and the press that the charts should be filed at the earliest possible 
date to help the case load, which will be 40,000 in California. We 
will employ and borrow employees from other Federal agencies, to 
come in and handle these case loads as they develop in the various 
commodity fields. We have established offices at Reno, Phoenix, San 
Diego, Los Angeles, and San Francisco. In Oakland, Calif., we 
have a field office which will more or less take the eastern half of 
northern California, and we have two clinics operating at the present 
time full time in the field. 

We go into the community with a pattern of price specialists and 
call on the small-business men through their trade associations and 
chambers of commerce, using the auditorium of a school, and the meet- 
ings will break up into classroom sessions, with specialists to answer 
questions. We have one team in the Los Angeles area and will shortly 
have two teams. We feel the way to cut down the cost of the enforce- 
ment of the Office of Price Stabilization program is to get the in- 
formation out on how the people can comply. 

I want to advise the committee that our staff is as nearly complete 
in the commodity field in all district offices as possible. We are just 
now getting the assignment of competent attorneys to interpret the 
regulations. 

I am very happy to appear before the committee, and I appreciate 
this opportunity to be heard. I would like to have the committee meet 
Mr. William Moeser, the district manager, and also a highly thought 
of man in this community, and to say publicly here that of all our 
district. offices there is no second man to Bill Moeser in doing a job. 

Mr. McKrxnon. We would like to have Bill Moeser stand up and 
be recognized. 

Mr. Moeser of the regional office, is there anything you care to say? 

Mr. Moeser. I think Mr. Tolan has expressed our points that are 
necessary, and I am happy to say the program is advancing rapidly 
and we hope we will be able to comply and satisfy all the merchants, 


businessmen, and consumers as rapidly as possible. 
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Mr. McKinnon. Thank you, Mr. Moeser. I wish publicly to 
acknowledge the good services Mr. Tolan has done. He left a far 
more lucrative law practice, to take over this job, which is only full of 
headaches. I want to emphasize that I think we are fortunate to have 
a man of Mr. Tolan’s ability. 

Mr. Totan. We thank Mr. DiSalle for sending out Mr. Leo McCor- 
mick from Washington. 

Mr. McKrywnon. Mr. McCormick is a good man. 

Mr. Totan. We have had an opportunity to go over our problems 
and we can send back many appeals for special help. 

Mr. McKinnon. Harold Curley of the American Tuna Boat Asso- 
ciation. 

(No response. ) 

Mr. McKinnon. Mr. A. W. Collins of the National Paint Co. 

Mr. Collins was here this morning. 

The next witness is Mr. Paul Harris, of Standard Sheet Metal. 

Mr. Harris. Could I be excused, because all the points I wanted to 
raise have already been adequately raised by everybody, and I don’t 
want to take up your time. 


Mr. McKinnon. Thank you, Mr. Harris. 


STATEMENTS OF GILBERT L. SAJTZ, EXECUTIVE SECRETARY, ASSO- 
CIATED PLUMBING CONTRACTORS OF SAN DIEGO, SAN DIEGO, 
CALIF.; AND J. ANDREW KITZMAN, KITZMAN’S PLUMBING CO., 
SAN DIEGO, CALIF. 


Mr. Sastz. The committee, I feel, has been quite generous in the 
scope of its permitted inquiry. I would like to take this occasion to 
submit a problem to the committee for consideration and perhaps some 
advice, in connection with our critical labor shortage of skilled 
journeymen. 

The plumbing contractors in our area have been faced with this very 
critical shortage. The previous testimony has indicated, I think, 
satisfactorily, that the deficiency in housing is probably responsible in 
some respects for this. However, within the limited potential that we 
have to work with in the area there has been a gravitation of journey- 
men to Government contract work. 

The reason for that is, I think simple, and obvious. They are able 
to work five or six 9-hour days, rather than the established five 8-hour 
days. Overtime provisions traditionally in this field, and I think prob- 
ably I speak for the rest of the construction industry, though I don’t 
represent them, is double time. In other words, a man who can work on 
a Government contract and make $5.25 overtime for 1 hour or $42 for 
working Saturday is naturally going to accept that type of work. 

It might reasonably be asked, aren’t we speaking of the same breed 
of plumbing contractors? Isn’t the same man who is bidding on 
Government work and getting Government work the same man you are 
talking about? The one who is operating his shop and engaging in 
ep plumbing activity. I think, by and large, he is the same breed. 

3ut I think certain changes take place in connection with bidding on 
Government work which cannot be as readily absorbed by the plumb- 
ing contractor in private work. 
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To put it a litle more specific, I have made some inquiry of various 
representatives of awarding authorities in this area. They are very 
much concerned about the fact their estimates on Government work in 
this area are running consistently 25 to 35 percent below what the con- 
tracts are finally let for. 

Let’s assume we are —- now of competitive bidding contracts. 
It must be then that on bidding on Government work this overtime is 
anticipated and is calculated accordingly, and is provided for in the 
figures finally submitted to the awarding authorities. 

Perhaps, as you said this morning, «ramananvarnacer McKinnon, in a 
philosophical sense we are competing with big business in the form of 
our Federal Government, that is best able to absorb that type of con- 
tract bidding, than we are in bidding for private construction. 

Whatever the cause may be, the fact does remain our plumbing con- 
tractors in the area are very definitely not going to be able to continue 
in business unless they are going to adopt the same technique or resign 
themselves to the fact they must include overtime, say, ab initio, rather 
than considering overtime as something that develops as an emergency 
which must be considered. 

My points in this Government contract overtime begins from the 
inception of the contract, and is another factor in making me feel that 
it has been an original, precalculated situation, rather than something 
that develops as an emergency. 

I think that the conatien authorities also take the reasonable posi- 
tion, when they say, “We let a contract to a private contractor, and it 
is not our duty or obligation to police his operation.” I mean to the 
extent they determine how many hours he works or what days he 
works. He is bound to pay liquidated damages if he doesn’t complete 
his contract by a certain expiration date, and it is his business to do it. 
He knows what his contract price is. 

But at the same time, it seems to me that unless a certain sense of 
social responsibility is adopted within the framework of our free 
enterprise operations in bidding, and I | social responsibility by 
the Government as to whether they are pulling up the sandaade or 
the prices of construction, we have to fall into the same pattern in 
order to maintain our labor force. 

The over-all result must be, of necessity, an increase in the prices of 
construction, rather than maintenance of controls about which we 
have been talking here practically all day. 

Mr. Mutrer. What you are saying is that the master plumbers do 
not use their men overtime and therefore are not called upon to pa 
them overtime, that they make it their business to get their work 
through during the 5-day week, without any overtime. 

Mr. Sasrz. They don’t use that as an established practice. You 
may have plumbing contractors who have a stand-by emergency crew 
for emergency repairs Saturdays and Sundays, who are on call, but 
would have to be paid overtime for that type of service. 

Mr. Mutrer. The services, the armed services, in all their contracts 
must provide payments of the prevailing wage rates, which means 
that if there is overtime—yours, apparently, pay double time. 

Mr. Sasrz. Yes. 

Mr. Mutter. How far do you think you would get with the unions 
in this area if you made the prevailing wage scale one that would 
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exclude overtime? In other words, require there must be overtime 
instead of being a 5-day week, that the regular week be a 6-day week 
and there be no overtime for the sixth day? How far do you think 
you would get? 

Mr. Sastz. I am not certain that the question is a fair one for me 
to answer. 

Mr. Mutter. I will withdraw it. Don’t answer it. 

Mr. Sastz. It may incriminate me. 

Mr. Mouvrer. I think you will agree that if this work must be gotten 
out—it might be gotten out—and requires a sixth day to get it out, 
you will simply have to make up your minds you are going to lose 
your men to those trades using them, giving them the sixth day’s pay, 
and the sixth day would give them 2 days’ pay. 

Mr. Sasrz. Before we lose them, I think we will have to fall into 
the same pattern. Certainly, a man, in order to survive as a business- 
man, is going to be forced into that position. 

Mr. aa You will have to give them 6 days’ work at 7 days’ 


ay. 
: Mr. Sastz. With a resultant serious increase in prices, which we 
are attempting to stabilize. That is my point. 

Mr. McKinnon. What jobs is this overtime being put on, what 
Government orders or Government operations are using this practice 
of 6 days a week, 9 hours a day ¢ 

Mr. Sastz. You mean what specific Government operations? 

Mr. McKinnon. Yes; what procurement office ¢ 

Mr. Sastz. The Eleventh Naval District, I believe, has a contract 
on the marine base on which men are working five 9-hour days. I 
think the Army has a project in the Laguna mountain area which calls 
for six 9-hour days, and not making any reference to any contracts on 
cost, plus fixed fee set-up, such as exist at Camp Elliott, I believe, 
where the costs can be properly accounted for and passed on as a 
Government obligation. 

Mr. McKrynon. Isn’t there an element of emergency in these jobs 
that want the longer workweek, to get the work out ealchier; to provide 
facilities for the troops? 

Mr. Sastz. I am not in a position to evaluate the problem, whether 
it is great in that area, or greater in that area to provide housing for 
persons working in this area, either in military or civilian capacity, 
or the maintenance of our sanitation and health facilities. 

Mr. McKinnon. You don’t know then how vital these jobs are, to be 
constructed and finished at a certain time? You are not sure about 
the job, yourself? 

Mr. Sasrrz. I know they have time limits. 

Mr. McKinnon. Are these jobs —— all your available labor 
supply in San Diego, or do you still have considerable amount 
left over for your master plumbers association? What percentage of 
your total employment pool have these jobs taken ? 

Mr. Sastz. There was no adequate supply before this existed, these 
men are being drained 

Mr. McKinnon. What percentage of your total employment pool 
have these jobs taken ? 

Mr. Sagrz. I don’t have precise statistics available. I do know 
that any examination of requests in the union hall will show a long list 
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of plumbing contractors and men are reporting to me every day the 
loss of two and three men. 

I should point this out, Mr. Chairman: Many of these men are 
willing, I should say most of the men are willing, to stay on with 
their established employer of many years’ standing, providing he 
meets the competition which 

Mr. Mutter. Providing you give him the oppportunity to earn in- 
creased compensation. 

Mr. Sastz. Yes. Iam satisfied if we move up there may be a serious 
shortage on these Government jobs. 

Mr. Murer. How do you think this committee can help you? 

Mr. Sastz. I wanted to present the problem. I am not certain the 
answer—I am not certain just how the committee can assist us. 

We talk of the maintenance of an established rate of pay. Cor- 
respondingly, can we maintain an established workweek. And if we 
can't, then perhaps some over-all changes are necessary in the work 
structure. 

Mr. Krrzman. May I break in there? It probably comes back to 
the housing problem, because I know that in some parts of California 
even today there is an overlap of labor. 

They have plenty of labor available in the northern part of the 
State, or even up around Los Angeles. They come down here and 
are not able to find places to live, so, naturally, they go back because 
they cannot come down here and stay. 

They have to leave their families up there and can’t maintain two 
—_ to live. Probably a lot of it does come back, right back to the 
1ousing problem. 

But I know that the men in my shop—I haven’t lost too many of 
them yet, but I have lost one or two because of this overtime on 
Government jobs. But from what I understand the problem hasn’t 
really become acute yet, because a lot of the Government work hasn’t 
even really started yet. 

There is still a lot to get going in this end of the field. 

Mr. Murer. What do you pay a man for a 5-day week? 

Mr. Sastz. It is—— 

Mr. Kitzman. $105. 

Mr. Sastz. $2.621% an hour. 

Mr. Muurer. Almost as good as a Congressman. 

Mr. McKinnon. We want to thank you gentlemen. I don’t know 
that our committee can be effective on this. We are glad to know 
your problem. 

Mr. Sastz. I think it is a problem definitely affecting small-business 
men. 

Mr. Murer. You are quite right. We are glad you called it to our 
attention. 

Mr. McKuynon. C. P. Hartman. 

( No response. ) 

Mr. McKinnon. I think his problem was taken care of this morning. 

That completes the list we have of people that wish tu testify. 

Is there anyone here in the audience that came to testify that has 
not been heard ? 

Mr. Rogers. Yes. 

Mr. McKinnon. Step forward. 











aa ae ae, 


SMALL BUSINESS AND THE NATIONAL EMERGENCY 1163 


STATEMENT OF C. A. ROGERS, OCEANSIDE JUNIOR CHAMBER OF 
COMMERCE, OCEANSIDE, CALIF. 


Mr. Roeers. I am from Oceanside, which is approximately 36 miles 
north of San Diego. I represent the Oceanside Junior Chamber of 
Commerce. 

I want to try to put some ideas before this committee that might 
possibly solve some problems presented this morning. It has been 
touched on by the man from Escondido. I forget his name. 

We have three things the Government needs. We have a large 
labor pool, consisting of trained personnel, a lot of them marine wives. 
Camp Pendleton is located nearby. 

We have registered there over 1,000 people who have assembly of 
electrical component parts and experience. We have the space and 
working capital. We want you to help bring the contracts to us, 
instead of trying to take the labor to the contracts. The contracts 
all seem to be in San Diego. We would like to have one of them and 
then you won't have that many more people to worry about. 

Mr. Mutrer. You have no housing problem? 

Mr. Rocers. We have no housing problem. We will use the people 
already there. The marine wives are faced with increased cost of 
living and could use an additional amount of money they could earn 
by working on assembly benches. 

Would you like me to give you a brief résumé of what we have done? 
We have contacted every governmental agency that has any connec- 
tion with the defense effort, from the Small Business Committee of 
the Senate down. We have received the same suggestion from prac- 
tically every governmental source. We have complied with those 
and none of them has been specific on which to base some type of 
activity. 

Now, we have the facilities and have prepared brochures and filed 
with the proper governmental agencies. 

Mr. Murer. When you say facilities, you have a plant with equip- 
ment, equipped to do the job and have the labor and capital? 

Mr. Rogers. Yes. 

Mr. Mutter. What type of work can you do? 

Mr. Rogers. May I digress? This will also meet another point 
that was suggested this morning. 

The first contact we had with an aircraft manufacturer required 
facilities we did not have, so we organized what we call the Outside 
Production Association, which is a group of small-business men, each 
of whom contributes some particular activity, consisting of—I will 
come back to your question—completed machine shop work on a pro- 
duction work basis, research and development work for the Air 
Corps, in any of the class 03 or class 16 groups. 

We have filed with the Matériel Command in Dayton all the classi- 
fied catalogs—— 

Mr. Mutter. This organization that you brought into being, con- 
sisting of the small-business men of your community 

Mr. Roeers. They exist in business. 

Mr. Mutter. Is that a corporation ? 

Mr. Rogers. That is an incorporated corporation. 

Mr. Moutrer. Is it a business corporation or a nonprofit corporation ¢ 
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Mr. Rocers. It is a business corporation for profit, the stock of 
which is owned by these small existing businessmen that don’t have 
the money to go to the various parts of the country necessary to pro- 
cure the prime contracts. 

Mr. Mutrer. Have you tried to qualify that corporation by con- 
tacting all the procurement offices in the name of the corporation? 

Mr. Rocers. Yes. There is a brochure in every aircraft contractor 
and government agency office. 

Mr. Murer. How long ago? 

Mr. Rogers. Six months. 

Mr. Mutter. You have had no invitations to bid? 

Mr. Rogers. No bids. 

Mr. Mutrer. What is the name of your organization? - 

Mr. Rogers. Outside Production Associates, which is the coopera- 
tive group. That had its beginning, known as the Shafer & Dodge 
Manufacturing Co. But finding they needed additional facilities and 
finding they were other men in the same condition, it prompted the 
grouping of the facilities. 

Now, may I again go over the types of work that can be done? For 
instance, one of these facilities during the last war produced several 
hundred thousand dollars worth of optical products for the Bureau 
of Ships and for some other department of the Navy. I don’t remem- 
ber just which. 

r. Muurer. Where did you get your orders for that work ¢ 

Mr. Rocers. Those orders came Tooth the—as a subcontract from— 
I don’t remember the name of the corporation on the east coast. It 
was a subcontract. But ultimate delivery was made to the Bureau of 


— 
r. Murer. Have you followed through on that? 

Mr. Rogers. Yes. 

Mr. Mutrer. You are generally having trouble trying to get sub- 
contracts from the big primes? 

Mr. Rogers. Yes. 

Mr. Murer. You have been unsuccessful there, too? 

Mr. Rogers. That is right. In addition to that, there is a plating 
works, the research and development aspect, the assembly aspect, for 
electrical components. Then we have 4 men in that town who are 
unusually well qualified electronic engineers, and yet we are import- 
ing 40 from Switzerland to work on the guided missiles. These men 
don’t want to sell their homes and move to the congested areas. They 
prefer to stay there. 

The facilities are there and the capital. We have everything but 
the contracts. We have machine shops, plating works, plumbing man- 
ufacture and assembly, electronics. 

I was in the Los Angeles Air Force Procurement Office. There are 
22 critical items at the present time in the Air Matériel Command 
office, and we could manufacture some of those items. There are criti- 
cal items that are holding up production. 

I am inclined to believe the prime contractor would like to hold as 
much of that within his own plant as he can, naturally, and I don’t 
blame him. However, I am also of the opinion that during the last 
war more of that was allowed to go out. . 

I would like to have the fatherly blessing of the Small Business 
Committee exerted on the holders of the prime contracts, suggesting 
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to those prime contractors it would be beneficial to the defense effort 
to place some of this where it can be done now, where it can be pro- 
duced now. We can start production tomorrow. We don’t have to 
wait to tool up. 

Mr. Mvuurer. We have had testimony presented to us in San Fran- 
cisco and Los Angeles that the prime contractors are begging for sub- 
contractors. We had one man who came in who was a subcontractor 
and has some 17 contracts, subcontractors from prime contractors, 
and was looking for subcontractors to help him get his contracts out. 

Mr. Rocers. We would like to have his name. 

Mr. Muurer. Mr. R. H. McMichael, 1330 Seventeenth Avenue, San 
ee Calif. His company is the Dalmo-Victor Co. at San Carlos, 
Calif. 

Colonel Phillips, can you fill in with some information as to how 
we can get action for these requests for work ¢ 

Colonel Putiires. I would like to say the part that the policy of the 
Department of Defense in procurement is that it encourages the sub- 
contracting by all prime contractors. Several of the things the gentle- 
man mentioned are items which quite generally are subcontract items. 
On those, of course, he would have to work with the prime contractor 
direct. 

I believe that the Air Force sometime in the near future is planning 
to hold an exhibit in the Los Angeles area, to try to help get some of 
their prime contractors and their subcontractors together. 

I think that also might be quite a help to him in finding out who 
the prime contractors are in the area, who are actually looking for 
subcontractors. 

Mr. Murer. I was going to ask if there are any of the other pro- 
curement officers from this area here who would like to offer some sug- 
gestion. 

Mr. Jonnson. I think these gentlemen Mr. McCormick spoke of 
this morning about opening this Air procurement office will have as- 
sistance, not only on prime contracts but vice versa, and will help 
gentlemen like the ones Mr. Rogers speaks of with subcontracts. 

I have spoken to them just now, and we are going to get together. 

How about the local Navy procurement office? They make use of 
these facilities you have. 

Mr. Rogers. We are listed with them. 

Mr. Muurer. They have not called on vou? 

Mr. Rocrers. Not as yet. 

Mr. Jounson. Another point on this, gentlemen, on this case, it is 
my opinion that the aircraft plants here in San Diego have not re- 
ceived their real production contracts, and that they will be only too 
glad to find opportunity like this for subcontracts as soon as they get 
going. We hear an NPA predict that along in July 

Mr. Mvtrer. You will have in mind this organization and try and 
give assistance to them ? 

Mr. Jounson. Yes. 

Mr. Rogers. I think Mr. Johnson solved my problem. However, I 
agreed to the Junior Chamber of Commerce of Oceanside to present it. 
Therefore, I was about to do so. 

Mr. McKinnon. Commander Malcolm is in the house, representing 
the Navy procurement. 
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Commander Matcotm. I represent the naval supply depot. How- 
ever, I would like to suggest the gentleman call Commander Loomis. 
I believe it is 1206 Santee, South Santee, Los Angeles, Calif. He is 
the prime contracting officer in the Eleventh Naval District for Gen- 
eral Procurement, procurement of the general type of materials. I 
think perhaps he can give some assistance. 

Mr. Rogers. We are are already listed there, too, sir. 

Mr. Muvrer. You go back and see the commander and tell him 
we sent you in. He was with us yesterday and the day before in Los 
Angeles, and he was very cooperative. 

Mr. McKinnon. I know, Mr. Rogers, how difficult it is sometimes, 
but it is just like selling private business; you have to go back, not just 
one time but day after day and week after week, and wear them down. 

Mr. Rogers. We don’t want to become obnoxious. , 

Mr. McKinnon. I don’t think you will. You have enough salve 
along with your pressure that it will wear well. 

This matter is a matter of selling, a lot, just the same as a private 
customer or Government customer. 

Colonel Putmuips. I checked just a few days ago, and I understand 
that particularly on electronic science, in a great many instances the 
— have not been able to go out and start getting subcontractors 

ause the models have not been frozen yet. That will probably 
come along gradually now. But until they can actually go into pro- 
duction on electronic science, there are quite a few that haven't 
gone out. 

Mr. McKrwnon. Do you have any idea, for Mr. Rogers’ benefit, as 
to the possibility of prime contractors now in the process of getting 
orders, that he might contact in southern California ¢ 

Mr. Jounson. I might suggest he contact the aircraft companies. 

Mr. Rocrers. May I make this remark: One of the suggestions that 
came from your office was that we get this sheet—I do not seem to 
have it now. Anyway, it is the contract letting list of 25,000 and 
above. I believe there is nothing on those things to indicate what 
the nature of the contract is, as to whether or not electronics would be 
involved. 

Could the Commerce Department clarify that thing, since they go 
to the expense of publishing it? Could they put enough information 
on it so we could use it? 

Colonel Putiires. The Commerce Department is putting on all the 
information that the Department of Defense is giving them to publish. 
They are acting from the standpoint of service only, on that. The 
information comes from the Department of Defense. That point is 
being considered now in the Munitions Board, as to whether addi- 
tional information could be included on those contract awards, the 
releases, without interfering with security regulations in any way. 

Mr. Jounson. I have had very many similar requests for that 
information. 

Mr. McKinnon. Anything further, Mr. Rogers? 

Mr. Rogers. I believe that is all. 

Mr. Motrer. Just another thing. It isn’t enough for a small 
businessman to get himself listed with these procurement agencies, 
and sit back and wait to be invited to bid, but he must, as has been 
indicated, follow it up from week to week and call on these people 
from time to time. 
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You will find that they haven't the facilities to mail out invitations 
to bid on many, many items. They expect you to come into their 
office every week and pick up the invitations there. If they were to 
try to supply specific specifications and drawings to everyone listed 
with them, we would never get through the printing and never have 
any time to do any work. 

It is necessary you go in there and pick out the things you think 
you can bid on, and then get the specifications. Tell that to your 
group, too, if you will, please. 

Mr. Rogers. Thank you. 


STATEMENT OF DAVID RUBENSTEIN, SAN DIEGO, CALIF. 


Mr. Rusenstern. I am an engineer and builder here in the com- 
munity. The Business Week had an article about an expedition to 
Washington recently, and for the encouragement of my fellow San 
Diegoans I would reiterate this gentleman’s remark about if you kee 
pecking away at your associates, why, some of the resultants will 
come p Boa in some work that may be helpful in your over-all project, 

I wanted to bring up a point that may be new to some people, in 
that we have a new approach on concrete construction today that has 
come out of the European development, which reduces the amount 
of concrete as much as 50 percent and reduces the amount of steel 
almost to one-fifth of its current quantities. 

And since materials are critical in this field, both cement and steel, 
that method is now available and with proper research and proper 
backing for it, why, we will have some further use of materials we 
now have on hand. One concern has spent about a hundred million 
dollars on research alone. American Steel & Wire, and Union Wire, 
and a number of other concerns of that nature have gone into a very 
scientific program. 

I thought you might like to know that and make it available to 
other businessmen. The concrete that is produced under this new 
system is a flexible concrete. 

Mr. Murer. You mean you can bend it? 

Mr. Rusenstrern. We bend the concrete. That sounds amazing, 
but they are making springboards out of concrete at this time, as a 
stunt. 

The function of this new concrete is flexibility in resultant loading, 
so it has a measure of protection from the impacts of external forces 
that may occur. 

I have patents on this one phase of this thing and there are a great 
many things coming out. I have given it to the Government, and 
they still want it. There is no angle on the thing, that has any value 
that way. 

Mr. Mutter. You are rather trying to present to us an aid to small 
business, rather than a complaint. 

Mr. Rusenstern. Yes. An aid, in the hope there is an extended 
vision of our businessmen, that they will not quit at the first door 
that is being closed in Washington. 

Mr. McKinnon. I know from personal experience you have never 
quit, Mr. Rubenstein. 

Mr. Mutter. Don’t do it now. You go right ahead. 

Mr. McKtrnnon. Thank you for appearing. We are glad to have 
your good word of advice. 
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_ Mr. Rusensrer. If anyone wants to see the gadgets, I have them 
in my suitcase. 

Mr. McKinnon. We have received communication from Mr. De- 
Graff Austin, collector of customs, Treasur Department, in regard 
to the problem of the National Steel & Shipbuilding Corp., which we 
will incorporate in the record at this point. 


TREASURY DEPARTMENT, 
BUREAU oF CUSTOMS, 
San Diego 1, Calif., April 6, 1951. 
To: House Select Committee To Conduct a Study and Investigation of the 

Problems of Small Business (public hearing held at San Diego, Calif., April 6, 
1951). Committee members: Hon. Mike Mansfield, chairman (Montana) ; 
Hon. Clinton D. McKinnon (California); Hon. Abraham Multer (New 
York) ; Hon. William Hill (Colorado). 


GENTLEMEN OF THE COMMITTEE: At your hearing this morning I listened to the 
problem of the National Steel & Shipbuilding Corp., as presented by witnesses 
William S. Petry and Earl Claggett, wherein they explained that when their 
concern exports repair parts and the marine products show Mexican registry, 
it cannot replace to its inventory such parts with less than a DO rating. 

Among other concerns in this area with a similar problem are: C. J. Hendry 
Co., ship chandlers; Nuttall-Styris, ship chandlers; Crofton Diesel Engine Co. ; 
San Diego Marine Construction Co.; Campbell Machine Co.; Martinolich Ship- 
building Co.; Shepard Tractor & Shepard Diesel Marine Co.; Southern Ma- 
chinery Co. 

The Bureau of Customs is involved only in those transactions where the 
exportation is made under validated export license from either the Department 
of State or the Department of Commerce. 

This problem has been of such concern as to prompt exhaustive study for a 
device under present regulations by which suppliers of repair parts and marine 
products to the existing trade with Mexico could replenish their inventories 
through orders of MRO rating. 

As a result of this study, Ella R. Mitton, administrative assistant to William 
P. Moeser, director of the San Diego Office of Price Stabilization, dispatched the 
following telegram : 


Propucers EQuIPMENT DIVISION, 
Ofice of International Trade, Department of Commerce, 
Washington, D. C.: 

Please wire if procedure as shown in part 398.1, paragraph D, of title 15, 
Commerce and Foreign Trade, Federal Register, volume 16, can be used in re- 
questing MRO ratings for marine products used in repair of commercial fishing 
vessels registered Mexico. Also wire when MRO to cover these products will 


become effective. Urgent. 
to which she received this response : 


“Rentel April 4: Procedure stated in part 398.1, paragraph D, of title 15, Com- 
merce and Foreign Trade, Federal Register, volume 16, can be used only in re- 
questing ratings or MRO for foreign civil air carriers. MRO ratings for marine 
repairs may be requested by letter to Office of International Trade giving full 
particulars as to ultimate consignee. Quantity, value, description for which 
rating is requested, name and address of supplier, end use of materials, and all 
pertinent facts to justify the issuance of a rating. 

“F. D. HockersMITH, 
“Office of International Trade.” 


Subsequently Mrs. Mitton has produced the following memorandum which can 
serve as a guide to local suppliers in their application to the Producers Equip- 
ment Division of the Office of International Trade for procurement of the MRO 
rating for their trade now requiring the DO rating: 

“Address all communications requesting ratings to: Producers Equipment 
Division, Office of International Trade, Department of Commerce, Washington 
25, D. C. 

“Requests to Office of International Trade to assign DO ratings to purchase 
orders shall be addressed as above. 
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“The following information and documents must be attached to the letter: 

“1, Duplicate copies of the bill of materials or purchase order (or stock or- 
der), containing the following information: 

“(a) The name of the foreign vessel (register), or branch of your plant for 
which the materials are required. 

“(b) The supplier's name. 

“(c¢) Purchase order number, stock order number, etc. 

“(d) Class of materials according to dollar value, or technical description. 
Describe fully. Show total dollar value. 

“(e) End delivery date. 

“(f) A statement that the supplier will not be able to deliver the material 
without a DO rating and that the customer cannot obtain the material from any 
other source. 

“(g) A statement as to whether any of the material covered by the order re- 
quires a validated export license from either the Department of State or De- 
partment of Commerce. If so, a statement as to whether such licenses have 
been applied for or granted, giving application number or license number. 

“Suppliers may also request DO ratings on behalf of the customer by submit- 
ting the above information. The above information may be used in requesting 
ratings until issuance of MRO to cover marine products for export.” 

We realize that the approved procedure suggested above may be cumbersome 
to the local suppliers and suggest that it is a temporary solution to an important 
local need. 

Respectfully submitted. 

DeGRAFF AUSTIN, Collector of Customs. 

Mr. McKinnon. Are there any further small-business men with 
problems, or anything we can do for you? 

If not, before we adjourn the meeting, I would like to again call 
upon a few of our Government procurement people for a possible 
summation or any answers to some of the problems that have been 
presented. 

First, I will call on Mr. McCormick, the assistant to Mr. DiSalle, 
of the Washington office of the Office of Price Stabilization. 

Mr. McCormick. Thank you, Mr. Chairman. 

Members of the community here in San Diego, it is a privilege for 
us to be represented out here, as Mr. Tolan has explained previously. 

I take this opportunity to point out that we compliment your 
chamber of commerce and your very scientific organizations for a 
splendid job that was done in presenting to the Director, Mr. DiSalle, 
the need for our facilities in this locality in such a clear-cut manner. 
It was a very splendid job. 

I might also say your good Congressman, Mr. McKinnon, gave us 
additional information and did a splendid job in bringing this office 
here. We would like you to look at the office as literally a piece of 
our equipment. It is yours. It is set up to go about and handle this 
inflationary situation we face. You all recall this area in the last 
emergency was one of the most difficult in the country from an infla- 
tionary standpoint. 

We have an office here under able leadership and I believe even 
now we can point to certain accomplishments, not only here, but all 
over the country. 

Writing in the New York Times Sunday, a Mr. B. M. Jones points 
out accomplishments at this date, about 9 weeks away from the date 
of the story, and I quote: 


[Sunday New York Times—financial page] 


Stock consumer feeling that prices will be down as a result of stabilization 
measures appeared to have produced deferred buying. Persistence of Michael 
B. DiSalle in declaring that prices would be rolled back gave wide publicity on 
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these assertions, and the appealing human interest article about him appears 
to have inspired belief that reduction of prices are possible. Consumers have 
taken the problems in their own hands. If this waiting-for-prices-to-go-up atti- 
tude continues, hard retail promotion will be based upon lower prices. 

As you probably already know, the indexes of the Bureau of Labor 
Statistics and other organizations reflect a softening of these run-away 
prices. I think it points to a good future. 

Gentlemen, it has been a pleasure to be here. Thank you. 

Mr. McKinnon. Thank you, Mr. McCormick. We have appre- 
ciated your help while we have been on this trip. It is very nice to 
have a man directly out of Washington to assist us on these OPS 
problems. 

Colonel Phillips has been with us throughout this trip. We have 
found her to be a lady that has almost all the answers. 

Colonel Phillips, do you have anything to say before we close? 

Colonel Purures. Sir, I would like to say I am a representative 
of the Office of Small Business of the Munitions Board in Wash- 
ington. Of course, our office is there to do everything we can to assist 
small business in their dealings with the Government. 

We had operating under that office a central military procure- 
ment office, which is staffed with gens of all three services, and 
we think at any time you find that you have problems that can’t 
be answered here, concerning procurement, as to where to go to sell 
your products and how to go about selling them, that that office can 
almost always help you in locating at least the people who are going 
to buy what you are going to offer. 

Now, I would like to say just a word about the Department of Com- 
merce Synopses. When the daily requirements were first published, it 
was hoped that businessmen would use them as a means to locating 


purchasing offices that were buying items they could make, and it was 


also hoped when they did see an item on the synopses they would 
immediately write to the purchasing office and be put on their bidders’ 
list, so that there didn’t have to be the situation where they would 
continue to depend on the Department of Commerce Synopses. 

I do want to say, as we negotiate for items, it is more important 
for you gentlemen to be listed with the procurement agencies and 
not depend so much on the synopses, to find out what we are buying. 

As far as the weekly list of contract awards is concerned, we know 
that a great many people have asked questions about discontinuing 
the pubishing of the quality in dollar volume, and I questioned that 
just before I left Washington and was told it was under consideration 
oe determine whether part of that information couldn’t be re- 
leased. 

That was a directive from the Munitions Board. Could the services 
discontinue sending that particular information to the Department of 
Commerce. 

Mr. McKinnon. I would next like to call on the aircraft procure- 
ment officers for any remarks they may have in closing, to tell us what 
your services are that you hope will be for the good of this com- 
munity. 

Mr. Oumer. We are at the present time administering contracts. 
We hope in the very near future to have something to do with pro- 
curement of Air Force contracts. 

Mr. McKinnon. Orders made out of San Diego? 
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Mr. Oumer. Yes. We will be in the Consolidated Vultee plant in 
their administration building, a great part of the third floor. We are 
not 1n yet. 

Mr. Pedretti will be head of our bid room. If we can be of help, 
— up tosee us. We are not set up as yet, though. 

Mr. McKinnon. When you get set up, you will make a public an- 
nouncement ? 

Mr. Oumer. Yes. 

Mr. McKinnon. At that time various subcontractors and prime 
contractors can go in and place their applications with you / 

Mr. Oumer. Even now. Like this gentleman from Oceanside, we 
have one contractor here who has 37 buyers, who are working on an 
extended workweek basis and looking for particularly certain elec- 
tronic manufacturers. 

Mr. McKrwnnon. They are looking for them? 

Mr. Oumer. Yes. You are doing them a favor if you goin. They 
can’t hold their jobs unless people come in and see them. 

Mr. Rocers. You walk in to the purchasing officer who, in turn, 
refers you to the man in charge of electronics, who, in turn, refers you 
to Mr. Y in the laboratory, who, in turn, refers you to Mr. X, who 
says, “I haven’t anything to do with it. You will have to see the 
purchasing agent.” 

Mr. Motrer. That can’t be typical. 

Mr. Rogers. It happens every day. I will take you with me on a 
trip and show you. 

r. Oumer. I think there is something wrong with your particular 
case. It is their job to procure materials. They can’t find enough 
suppliers right now. 

Mr. McKrywnon. I wonder if you could supply Mr. Rogers—— 

Mr. Rocers. I would want to know who to see. 

Mr. McKinnon. You mentioned one firm 

Mr. Oumer. They have 37 

Mr. McKinnon. What firm is it—Consolidated Vultee ? 

Mr. Mutter. Have you been there? 

Mr. Rogers. Mr. Sheldon is in charge of Consolidated Vultee elec- 
tronics. I have seen him seven times. I have seen Mr. Mall, the 
buyer under Mr. Sheldon, three times. 

Mr. McKrwnwnovn. I would keep going back. Patience, as Mr. Rubin- 
stein says, often opens a lot of doors. 

Mr. Oumer. If you will come over to the Air Force office—— 

Mr. Rogers. I would like to say that my experience with the Air 
Matériel Command and Air Procurement is 100 percent. Nobody 
works any harder than they do. You never ask them for anything 
that you don’t get. They will give you all the asisstance you want. 

Mr. Oumer. We will take you down to the purchasing agent—— 

Mr. Rocers. The order is what I want. 

Mr. Hii. He says he will take you down to the purchasing agent. 

Mr. McKrwnnow. Is there anything further you care to say? 

Mr. Oumer. No. 

Mr. McKinnon. We appreciate your being here today and wish you 
good luck in this undertaking you are going into. 

Commander Matcotm. I would like to make one comment in con- 
nection with our purchasing, the naval supply depot, Congressmen. 

At the present time we are experiencing the same deficiencies we 
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heard about this morning, that is, we are experiencing quite a number 
of deficiencies in electrical fittings and also in pipe fittings, so I just 
want to mention that in passing. It is not an experience that is singu- 
lar in the industry; it is one that also applies to the Navy. 

Mr. McKinnon. Thank you, sir. 

Do you have anything to say, Mr. Johnson? 

Mr. Jounson. My office is down the hall, right along this west wall. 
You are all welcome at all times. Remember, please, we are there 
to help you and not to tell you what you can’t do. Thank you. 

Mr. McKinnon. I might thank you, Mr. Johnson, too, publicly, 
for your cooperation in scheduling this meeting and helping us on 
our arrival. And also Mr. McAndrews. 

I want to thank the chamber of commerce for its cooperation in 
making available this auditorium and lending us their staff and help- 
ing set up the meeting. That goes for Mr. Grove and Mr. Avison. 

| would like to call on Mr. Bradford, regional chief of the General 
Services Administration. 

Mr. Braprorp. Let me say this: I have testified before a lot of 
congressional and Senate committees and had my brains beaten out, 
but I never saw a committee that was more attentive and asked more 
intelligent questions or seemed to be more sincerely interested in the 
— of the people in the community than this committee has 

n. 

We are the general procurement people for the Government. We 
don’t buy the specialized items for the military. We buy general 
items. We buy about a million dollars’ worth a month covering Ari- 
zona, Nevada, and California. We will im buy two or three 
times that much before the year is out, because the Department of 
Defense has decided to decentralize to their local posts, camps, and 
stations the authority to procure locally on common-use items. And 
that is what we are. We are the common-use general procurement 
for the Government. And that is authority which the local offices 
didn’t have before. They will give us requirements as soon as the 
procedure comes out, so that we can purchase for the military on these 
common-use items. 

The last point I want to make is this—by the way, we have an office 
at 1031 South Broadway in Los Angeles. We will put any of you 
on any of our bidders’ lists. You tell us what list you want to be on 
- and I will guarantee you we will put you on that list. And when we 
put out bids we will mail you an invitation to bid. 

We do less than 1 percent by negotiation. Almost all of our busi- 
ness, all of our procurement, is by bid When our law was signed 
and when the act passed by the Congress and was signed into the law, 
which set up the General Services Administration, on June 30, 1949, 
the President sent a letter to Mr. Larson, the Administrator, and in 
this letter which accompanied the act, which he just signed, it raised 
two points: One was that we should avoid negotiations in every way 
possible and the other was that we should prefer small business in 
every way possible. Those were the two points which were exactly 
in mind with the policy of the Government, which the President 
admonished us to put into effect. 

That leads me to the last point. We are thoroughly in accord, 
aggressively and sincerely trying to do what this committee wants 
us to do about keeping small business alive. We are not doing any- 
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body a favor by giving them a contract. We are not doing the small- 
business man a favor by giving him a contract. This is a seller’s 
market now and it is going to get worse as the year goes on. Any- 
body that sells to us and can’t supply us will be doing us a favor. 

I think California has benefited quite a bit and will benefit by the 
series of hearings this committee has had, and also I think this, that 
the Government agencies benefit when the Congressmen come around 
and stick their fingers in the eyes of the Government officials once 
in a while, not because we don’t believe in the policy, but to keep us 
alert. There are also new ideas and ways to help small-business men 
and small business, and maybe we will think of some of them from 
the results of this hearing. 

Thank you, Mr. Chairman. 

Mr. McKinnon. Thank you, Mr. Bradford. 

- next would like to call on Mr. Harry Smith, representing the 
RFC. 

Mr. Smirnu. Mr. Chairman, while our part in your meetings here 
during the past 3 days has been rather restricted, we have been glad 
of the opportunity to sit in and, as the Government has just ex- 
pressed, find out perhaps new ways we might be more helpful to 
small business. 

I can’t lose this opportunity to make a statement, which I don’t 
think is agen cunaibaity understood by the public in general. Un- 
fortunately, when RFC makes a loan of any sizable amount, regard- 
less of how good it is, it invariably makes the front page of the news- 


rs. 

The facts are that over approximately, I will say approximately 90 
per cent of all of the loans RFC has made have come within the 
category of small loans to business, because they have been under 
$100,000 in average amount. 

Breaking that down a little further, better than 70 percent of the 
loans RFC has made have been in amounts of $50,000 or less, and 
over 50 percent of them have been in amounts under $25,000. 

I want to give those figures because, in my opinion, it definitely 
shows that RFC’s lending policies have been those that catered to 
and were for, primarily, assistance to small-business enterprises. 

Thank you very much. 

Mr. McKinnon. I want to thank Mr. Smith for his cooperation 
with us. It has been very fine, Mr. Smith, and we wish to thank you. 

I also wish to thank Mr. Oddie, of the Bank of America, for being 
with us in San Francisco, Los Angeles, and San Diego, and he has 
supplied this committee with a number of interesting statistics. 

Mr. Oppre. I have enjoyed the privilege very much, Mr. Chair- 
man, and I think, as Mr. Bradford said, you have done a splendid 
job and with tact and sincerity, and with courtesy. 

At the same time you have probed deeply, and I think you have 
brought out a great deal of information that is going to be beneficial 
to small business in California. 

Mr. McKinnon. When this subcommittee gets back to Washing- 
ton on Monday we will meet with another subcommittee working on 
the east coast. We have checked on the telephone just this morning 
and we find a lot of our findings are very similar, as to the problems 
facing small-business men, and the war orders and getting them fast 
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enough to keep themselves alive and the matter of getting alloca- 
tions of scarce materials and the matter of financing and matters of 
expanding their facilities to meet war production and the need for 
more decentralization on procurement, which have been some of the 
roblems on both sides of the country and in between. And we all 
ope to be able to do something about these things. 
ne of the things that has impressed this committee a great deal is 
the fact that the various procurement officers in San Francisco, Los 
Angeles, and San Diego have been men and women that have im- 
pressed us very highly, and we feel that further decentralization out 
of Washington is something they can handle probably much better 
and it would be more beneficial to the communities involved. 

Also, we hope that this week, and we have spent pretty long hours, 
too, will pay off for small-business men in San Diego and San Diego 
County. But not only San Diego, but Oceanside and Escondido as 
well, and Los Angeles and that area and around the bay region. 

We want to thank you for your attendance and cooperation in the 
meeting. 

This meeting now stands adjourned. 

(Whereupon, the committee adjourned at 5 p. m., Friday, April 6, 
1951.) 
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APPENDIX 





San Dieco Neeps H1ignways—A Report TO THE SENATE INTERIM COMMITTEE 


At the request of the City Council of the City of San Diego, this report 
has been prepared for presentation to the State senate interim highway 
committee on highways, streets, and bridges, of the State Legislature of 
California. 

O. W. CAMPBELL, City Manager. 


PRESENT TRAFFIC PROBLEMS OF SAN DIEGO 


Although the city of San Diego has diligently planned and constructed high- 
ways and streets within its environs since the cessation of hostilities of the last 
war, its traffic problems and congestion has increased faster than the solutions, 
due to the limited finances. 

With an increase of 60 percent in population in the decade 1940 to 1950, and 
an increase of 80 percent in motor-vehiele registration in the same period, the 
backlog of highway and street construction has been impossible to overcome. 
The congestion created by this backlog of unfinished work and the vast increase 
of mileage per vehicle units has presented an almost unsurmountable problem. 

The decentralization and the movement of residents to the suburban areas 
of the metropolitan district has increased the problem manifold and, at the same 
instant, reduced the proportionate amount of funds available for construction 
within the corporate limits of the city. This dislocation of population and the 
development of new areas have created the necessity for many new roads where 
none existed before. Traffic volumes have been increasing approximately 6 
percent per year, rather than the normal 2 percent for California. 

San Diego, a city of 96 square miles in area, 21 miles long and 14 miles wide, 
and with very low population densities, has more miles of streets and highways 
per capita than the average California city. This means the construction and 
maintenance dollar must be spread further than in other cities. 


STATE HIGHWAYS DEFICIENCIES IN SAN DIEGO 


Within the corporate limits of San Diego, there are 47.57 miles of State 
highways. One of these, Cabrillo Freeway, U. S, No. 395, is an excellent example 
of modern highway engineering, of which San Diego is justifiably proud. Others 
are not so highly developed. 

Cabrillo Freeway, Highway No. 395 and No. 80, is designed for and delivers 
large volumes of high speed traffic to the boundary of the central business dis- 
trict, and there essentially terminates without adequate distributing streets to 
other State highways. One-way streets have been designated to attempt to 
solve this problem, without full success. These one-way streets divide the 
business district, creating a barrier to normal traffic and business development. 

Pacific Highway, U. S. No. 101, enters the city of San Diego just southerly of 
Del Mar, traversing undeveloped areas to the San Diego River, where it enters 
upon a 100-foot right-of-way, there intermingling interurban fast traffic with local 
traffic. The major portion of Pacific Highway South of the San Diego River was 
developed as a local traffic arterial years ago and was subsequently widened 
to handle the added traffic of the State highway. Local and highway traffic 
concentrate and converge in the vicinity of the civic center, attempting to 
turn into the central business district. This problem can be solved only by 
the development of adequate highway circumscribing the business district, in- 
terconnecting the various State highways, with ample segregation structures for 
conflicting traffic movements and railway crossings. 
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In other locations, immediate remedial acquisitions and construction is re- 
quired to care for problem locations and to protect the present investment of 
State highway and local funds. 

San Diego is one of the largest recreational tourist and military centers of 
the Southwest United States. Correspondingly, these activities create traffic 
volumes and congestion abnormal for the population of the area. 

On Highway 395, south of Escondido, is the easterly arm of Hodges Reser- 
voir, owned by the city of San Diego. With the critical water deficiency in this 
area, this dam is to be increased 85 feet in height in the near future. A new 
bridge is to be constructed at this location, and should be built to accommodate 


the higher water level. 


CRITICAL DEFICIENCIES STATE HIGHWAYS 


1. Pacific Highway widening (U.S. No. 101) West Washington Street to Witherby 

This portion of Pacific Highway, carrying the highest volume of traffic in the 
San Diego district, is designated by the State and the city as a freeway. This 
section of Pacific Highway is congested by business development, creating a 
bottleneck. Additional rights-of-way and access rights should be acquired on 
the easterly side of the street and service road developed. Property owners 
along this portion of the street have insisted the protective set-backs be removed. 
If this pressure group is successful, right-of-way and damage costs will be 
materially increased. 

Estimated cost : $650,000. 

2. Pacific Highway (U. 8. No. 101) and West Washington Street overpass 

This present crossing with a high percentage of left-hand turns onto a major 
east-west arterial has a high accident record and creates considerable delays 
for traffic on Pacific Highway (No. 101). In and near this intersection is turning 
wye of the Santa Fe Railway, which creates further congestion. 

Estimated cost : $800,000. 

3. El Cajon Boulevard (U.S. No. 80) Boundary Street to Seventy-third Street 

This major east-west arterial, carrying 31,800 cars per day, is heavily con- 
gested at peak hours. The westerly portion is now six lanes, narrowing to four 
lanes at Boundary Street and again narrowing at College Avenue to four narrow 
lanes. Bl Cajon Boulevard, from Boundary Street to Fairmont Avenue, should be 
widened to six lanes by setting back curbs and reconstructing sidewalks. Rights- 
of-way are adequate from Fairmont Avenue to Fifty-second Street. Curbs 
should be set back a nominal amount for four adequate traveling lanes and center 
island. 

From Fifty-fourth Street to Sixty-seventh Street, present 80-foot, 90-foot, and 
60-foot rights-of-way should be widened to 100 feet, and curbs set back, sidewalks 
reconstructed for four adequate lanes and center dividing strip. 

From Sixty-seventh Street to Seventy-third Street, center divid’ng strip should 
be constructed, street and rights-of-way widths adequate. 

Estimated cost: $1,000,000. 


4. Lake Hodges high-level bridge (U. 8. No. 395) 

Highway No. 395 has been consracted on freeway standards from San Diego 
to Temecula, excepting the portion from the south shore of Lake Hodges to 
South Escondido. This section of two-lane road was constructed years ago, 
and the old, narrow, two-lane Hodges Bridge creates a bottleneck and a serious 
accident hazard on this otherwise exceptional freeway. This bridge over Lake 
Hodges should be constructed on a high level to accommodate the future water 
level of elevation 481 of Super Hodges Dam. Special legislation should be 
enacted to provide funds for the construction of this high-level bridge. 

Estimated cost, $5,100,000. 

5. Pacific Highway (U.S. No. 101) and Date Street underpass 

Pacific Highway from Grape Street southerly to Market Street is highly con- 
gested and confused because of left-hand turning into and from the central busi- 
ness district and by cross-traffic from Harbor Drive. Traffic is further congested 
on cross streets and on Pacific Highway, due to train movements on the Santa 
Fe Railroad located 200 feet east of Pacific Highway. 

Segregation of traffic on Pacific Highway and underpassing the ‘Sante Fe 
Railroad at Date Street can be accomplished at reasonable costs, in that the 
wr ‘ority of the segregation structures can be devoloped on city-owned property. 
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Date Street underpass located on the proposed belt routing around the central 
business district would immediately relieve congestion on Pacific Highway. 

Estimated cost : $1,800,000. 
6. Date Street, Eighteenth Street belt route 

This proposal of the Eighteenth Street-Date Street inner-belt routing would 
interconnect Highway No. 101 north, with Highways No. 395 and No. 80 and, in 
turn, connect those latter two with Highway No. 101, south. In the adopted 
Major Street and highway plan of the city of San Diego, it is proposed this 
be constructed as a limited-access highway starting at Pacific Highway and 
Date Street, then continuing easterly to Highways No. 395 and 80, and then con- 
tinuing easterly and southerly along Date Street and Eighteenth Street, and a 
possible alternate of routing along Newton Avenue to connect with Highway 
No. 101, south. The development of this inner-belt routing would eliminate 
the necessity of highway traffic traveling through the central business district 
of San Diego. Highways No. 395 and No. 80, Cabrillo Freeway, now essentially 
terminates north of the business district, and travel to Highway No. 101, north 
or south, is forced through the congested business district on local streets. An 
overpass structure on Date Street over the present Cabrillo Freeway may be 
utilized as a portion of this proposed belt routing. A large portion of this 
routing traverses Balboa Park, on which rights-of-way can be acquired without 
great difficulty. 

Estimated cost : $6,100,000. 
7. Pacific Highway (U. 8. No. 101) Witherby Street to Miramar Road 

Pacific Highway has been declared a freeway by the State, and’ is included 
as such in the Master Street and highway plan of San Diego. The existing 
rights-of-way are presently 100 feet and 120 feet in width, and the access rights 
have not been acquired. The majority of the area traversed by this highway 
is unceveloped, thereby permitting the acquisition of additional rights-of-way 
and access rights at nominal cost at the present time. Several small sections 
are developing at present, and this widening and access rights should be acquired 
before costs become prohibitive. In the portions of the highway adjoining 
city-owned property, provisions can and will be made to preserve the freeway 
status of this highway. 

Ustimated cost : $350,000. 


8. Pacific Highway overpass Grand or Balboa Avenue 

On Pacific Highway (U.S. No. 101) a segregation structure is critically needed 
to care for the large, left-hand turning movement into the Pacific Beach-La 
Jolla area. The location of this structure should be partially dependent upon 
the city’s ability to finance the improvement of the connecting streets. Grand 
Avenue is probably better, in that the right-of-way costs will be less and will 
accomodate higher volumes of traffic. 

Estimated cost : $230,000. 
9. Cabrillo Freeway (U.S. No. 395) and Fulton Street overpass and service road 

On Cabrillo Freeway at Fulton Street and Homewood Drive, exist the only two 
grade intersections in the city of San Diego on this freeway. These streets are 
two of the three principal entrances to the Linda Vista housing unit. The Housing 
agency is preparing plans and a project for a new access road to the business 
center. Unless the road can be segregated, it will become hazardous. This 
proposed overhead crossing will also serve as access to the proposed veterans’ 
hospital. To eliminate the grade crossing at Homewood Drive, a service road 
should be constructed from the overhead to Homewood Drive. 

Estimated cost : $100,000. 
10. Encanto Freeway, Eighteenth Street to Campo Boulevard 

Highway Route No. 200, generally known as U. S. No. 94, utilizes the existing 
arterials of Market Street and Federal Boulevard, which have become very con- 
xested because of business development along these streets and because of the 
heavy volume of traffic due to residential developments easterly of the city of San 
Diego. It is proposed that the Encanto Freeway which is a part of the major 
street and highway plan of the city of San Diego, be developed from the inner 
belt routing along Eighteenth Street to Campo Boulevard in the vicinity of 
Spring Valley, which is the present alignment of Route No. 200. This limited 
access highway would eliminate and relieve the congestion now existing along 
the tortuous, substandard existing alignment. 

Ustimated cost: $3,800,000. 
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MAJOR CITY STREET DEFICIENCIES OF SAN DIFGO 


San Diego has realized for a decade that the eventual solution to its traffic 
problem is the development of an adequate system of limited access highways. 
Accordingly, the major highway construction during the war and since, has been 
fitted into the adopted limited access highway plan. 

As freeway construction is costly, not a great amount of construction has been 
accomplished. Much of the construction by the city and the county in the metro- 
politan area has augmented and assisted in relieving excessive congestion on 
the State highways. The Camino Del Rio-Alvarado Freeway is an excellent 
example, by its diversion of traffic from Highway No. 80. 

With the primary emphasis on freeways, the development of major streets to 
serve the local areas have suffered. Nearly all the residential construction. has 
been in the outlying areas of the city and in the immediate adjoining county 
areas ; 85 percent of the growth of the county in the last 10 years has been within 
the metropolitan area. 

Correspondingly, the traffic load has been greater than is indicated by the 
population growth of the city alone. 

Highways are not the only problems of San Diego. We have voted bonds for 
and constructed a complete outfall sewer system and treatment plant, an enor- 
mous filtration plant is just being completed, miles of water distribution mains 
have been constructed, a $15,000,000 aqueduct from the Los Angeles metropolitan 
system is still to be paid for, and dozens of fire stations, municipal buildings, 
playgrounds and other necessary facilities are finished and in use, and there is 
dire need for additional utilities and facilities now. 

To build the necessary streets and highways required in San Diego to care for 
the citizens, the people of California, the tourists and military traffic which is 
again engulfing this community, is too great a burden for the people of San 
Diego. Outside agencies must assist and support part of the burden ‘placed on 
San Diego. 


1. Wabash Boulevard Freeway completion 

The first unit of Wabash Boulevard Freeway from University Avenue te Broaa- 
way, along with its connections to Federal Boulevard and Market Street and 
the necessary segregation structures, is under construction at the present time. 
Upon completion of the entire project, this freeway will provide a north-south 
arterial and a portion of the midbelt routing of the adopted limited access and 
highway plan of the city of San Diego: 

The additional units of the Wabash Freeway are as follows: 

1 (a) Wabash Boulevard Freeway, Broadway to Harbor Drive.—Unit A con- 
sists of the southerly extension from Broadway to Harbor Drive, across the 
principal east-west major streets of Market Street, Imperial Avenue, Ocean 
View Boulevard, National Avenue, and Main Street. This section is very vital 
to the full utilization of the existing developments and will provide convenient 
access from the heavily populated areas of east San Diego and Normal Heights 
to the South Bay distrist of National City and Chula Vista via the Montgomery 
Freeway now under construction. 

Bstimated cost, $1,200,000. 

1 (b) Wabash Boulevard—University Arenue to Camino del Rio.—Unit B, or 
the northerly portion of Wabash Boulevard from University Avenue to the city 
limits and through a short section of county area to Camino del Rio will com- 
plete the midbelt routing from Harbor Drive to Camino del Rio, which are 
both parts of the limited access highway plan. It is not contemplated that the 
portion from University Avenue to Madison Avenue will be built to freeway 
standards at the present time, but only widened to major street standards to 
provide a 68-foot roadway with center dividing strip. At a subsequent date, 
when sufficient funds are available, additional property can be acquired and this 
section developed to freeway standards. 

The construction of this unit will provide a cross-connection via Murphy 
Canyon from Highway No. 395 to the southerly portions of the metropolitan area 
of San Diego and to Highway No. 101 south. This unit of Wabash Boulevard is 
necessary to gain better utilization of the existing portions of Wabash Boulevard 
and the section contemplated southerly of Broadway. 

Estimated cost, $850,000. £ 

1 (c) Nile Street connection, Wabash Boulevard to Nile Street, at Quince 
Street—Nile Street connection is from Wabash Boulevard at Olive Streef to 
the connection with existing Nile Street at Quince Street. The segregation 
structure for this connection to Nile Street is being completed under present 
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contracts, and it is necessary to build this short section to serve the densely 
populated area north and westerly of Wabash Boulevard. 

Estimated cost, $300,000. 

1 (d) Wabash Avenue extension, Wabash Boulevard to University Avenue.— 
The Wabash Avenue extension from Wabash Boulevard to University Avenue is 
to be developed as a feeder street from University Avenue to serve the business 
district of North Park and the densely populated areas northerly and westerly 
of University and Thirty-fourth Streets. 

This portion of Wabash Avenue is a part of the major street plan of the city, 
and will augment and materially increase the usability of Wabash Boulevard. 
It is proposed that this street be developed along major street standards with a 
68-foot roadway in part and standard highway cross-section on the remaining 
portions, in that it will not serve any adjacent properties and will be virtually 
of a freeway type. 

Estimated cost, $225,000. 

1 (e) Poplar Street connection, Wabash Boulevard to Fairmount Avenue.— 
In the portion of Wabash Boulevard under development at the present time, pro- 
visions have been made for the extension of Poplar Street from Wabash Boule- 
vard to Fairmount Avenue. This extension.and connection to Wabash Boule- 
vard will serve a large proportion of the population in the southerly portion of 
east San Diego and will serve as a feeder street to Wabash Boulevard. Poplar 
Street connection will be developed on major street standards through the de- 
veloped portions of the street, and on typical highway standards through the 
canyon areas where adjacent properties cannot be served by this artery. 

Estimated cost, $175,000. 


2. Ardath Road, Pacific Highway to Prospect Street 

The proposed Ardath Road connection from Pacific Highway to Prospect 
Street and Torrey Pines Road in La Jolla is proposed to provide a more direct 
connection to the northerly portion of La Jolla and to eliminate the extensive 
amount of travel over local business streets. At the present time, the most 
convenient access to La Jolla from the central portion of San Diego is by Pacific 
Highway (U. 8. No. 101) to Miramar Road, and then reversing the direction 
back to La Jolla via La Jolla Canyon Road. The construction of the Ardath 
Road would eliminate approximately 34% miles of unnecessary travel. It is 
proposed that the major portion of this highway will be developed with limited 
access, and the remaining portions will be built to standard major street cross 
section. The connection of this road to Pacific Highway would necessitate the 
installation of an overpass to segregate the high-speed travel on Pacific High- 
way from the travel on Ardath Road. 

Estimated cost: $900,000. 

8. Broadway extension, Thirtieth Street to Wabash Boulevard 

The easterly extension of Broadway from Thirtieth Street to Wabash Boule- 
vard will provide a direct connection between this principal east-west arterial 
and Wabash Boulevard, and also connect two arterial highways leading to 
the easterly portions of the city, to the suburban areas of Lemon Grove, La 
Mesa, and El Cajon. 

The only connection at the present time is by local, narrow streets that are 
highly congested at peak periods because of narrow roadway widths and adverse 
gradients. With the extensive subdivision development in the easterly portion 
of the city, this connection to Wabash and Federal Boulevards is extremely 
important, and necessary to relieve congestion in this area. 

Estimated cost : $250,000. 


4. Washington Street, Hawk Street to Fifth Avenue 

For years, the city of San Diego has hoped to widen that portion of Washington 
Street between Fifth Avenue and Hawk Street. At the present time, there is a 
60-foot and 75-foot right-of-way with 40 feet of roadway. Washington Street 
continues easterly from Fifth Avenue with four 12-foot lanes, with center divid- 
ing strip on 100-foot right-of-way, to connect with Cabrillo Freeway and El 
Cajon Boulevard (Highway No. 80). The westerly portion of Washington Street 
is developed with four traffic lanes on a major street cross section to connect 
with Highway No. 101. For a period of approximately 5 years, parking has been 
restricted on this street during the peak traffic hours, which is not a satisfactory 
solution. Portions of this street have been considered one of the most serious 
bottlenecks which exists in the major street system in the city. It is necessary 
that this street be widened to an adequate width in order that the city may be 
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able to realize on its investments which have already been made on the easterly 
and westerly portions of Washington Street. 
Estimated cost: $1,125,000. 


5. Wabaska Drive widening and extension—Rosecrans Street to Midway Drive 


In the development of Mission Bay, it has been necessary to remove Mission 
Beach Bridge connecting the communities of Ocean Beach and Mission Beach. 
To replace this bridge and to provide reasonable connection between Ocean 
Beach, Mission Beach, and Pacific Beach, a bridge is. to be constructed across 
the San Diego River Channel on the extension of Wabaska Drive. Plans for 
the structure are completed, and it is contemplated that it will go to contract 
in the near future. 

To augment this facility and to provide a cross-town arterial from San Diego 
Bay to the beach areas, it is necessary that the present Wabaska Drive be 
widened and extended from Rosecrans Street to Midway Drive. A large portion 
of this road will be constructed on major street standards, and the northerly 
portion will be developed on freeway standards through the canyon areas and 
across the portion of Mission Bay project. With the growing traffic demands 
qn Pacific Highway (U. 8. No. 101) from Balboa Avenue southerly, this route 
will divert considerable of the local traffic from beach areas in San Diego and 
the Mission Bay project, and will provide convenient access and connections to 
Harbor Drive and Camino del Rio which, in turn, serve a major portion of the 
population of metropolitan San Diego. The portion of this project from the San 
Diego River Channel to Midway Drive is also included in the Sunset Boulevard 
project. 

Estimated cost: $700,000. 


6. Chollas Parkway—Wabash Boulevard to University Avenue 

This proposal is for an entirely new road, which is a portion of the master 
plan of major streets and highways recently adopted by the city. Rights-of-way 
along this alinement have been acquired in certain areas in connection with 
subdivisions. The arterial streets in this vicinity were developed 20 years ago, 
and are entirely inadequate for the traffic loads which have evolved by the 
recent subdivisions in the area and the suburban development in the county 
easterly of the city limits. By the development of this limited access highway, 
the now-existing arterial streets will serve and act as feeder streets to this pro- 
posed development. 

Estimated cost: $700,000. 

7. Balboa Avenue—Widening Pacific Highway and Morrell Street 

Recently, the intersection of Pacific Highway and Balboa Avenue was recon- 
structed, installing traffic signals and channels to handle the large velume of 
treffic turning into the Pacific Beach area from Pacific Highway. 

A major portion of this street from Pacific Highway to Morrell Street is de- 
veloped with a 20-foot strip pavement, and the remaining part is a 40-foot road- 
way through the developed section. The present roadway is entirely inadequate 
for the volume of traffic handled on this street and should be widened to major 
street standards to serve the area. The existing bridge across the Rose Canyon 
Creek Channel is of adequate width and design to serve the proposed con- 
struction. . 

This project is necessary to serve the rapidly developing area of Pacific Beach 
and the southerly portion of La Jolla. 

Estimated cost: $400,000. 


&. La Jolla Boulevard widening—Colima Street to Playa del Norte and Bon Air 
Street to Marine Street 

8 (a) La Jolla Boulevard—between Colima Street and Playa del Norte—La 
Jolla Boulevard is to be developed on major street standards, 68 feet width with 
dividing strip on the existing 100-foot right-of-way. The major portion of this 
section of La Jolla Boulevard is rapidly developing with business structures, 
and should be improved in the immediate future. 

8&8 (b) La Jolla Boulevard—between Bon Air Street and Marine Street.—This 
section is partially developed with business and cannot be widened without 
the acquisition of additional rights-of-way. It is proposed that this section be 
developed with a standard street section on an 80-foot right-of-way: This 
proposed widening will necessitate the moving of some buildings and the ac- 
quisition of right-of-way for its entire length. This section of La Jolla Boulevard 
should be widened in the near future and the necessary rights-of-way should 
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be acquired in the immediate future for subsequent construction along this 
street. 

Estimated cost: $700,000. 
9. University Avenue, Euclid Avenue to city limits 

This portion of this arterial street is on a 60-foot right-of-way, with 40-foot 
roadway of rather poor alinement and grades. Because of the excessive traffic 
demands on this street, due to suburban development to the east of the city, 
there has been a marked increase in the accident hazard on this short stretch 
ef street. This street should be widened and the roadway developed on a major 
street cross section. In reality, only a small portion of traffic on this street is 
developed by citizens of the city of San Diego. 

Estimated cost: $1,100,000. 


10. Fifty-fourth Street—Collwood Boulerard, University Avenue to Montezuma 
Road , 


This proposal is for the development of a north-south street from University 
Avenue to Montezuma Road, to provide a cross-town connection for the easterly 
portion of the city of San Diego. Fifty-fourth Street from University Avenue 
to El Cajon Boulevard now is developed with a 20-foot pavement of poor aline- 
ment. It is proposed that this section be developed with a standard cross section 
on an amended alinement, to eliminate several curves and excess gradients. 
Collwood Boulevard to El Cajon Boulevard to Montezuma Road, likewise is a 
portion of the major street plan of the city, and a majority of this right-of-way 
has been obtained through the subdivision of property. The majority of this 
road will be developed on a standard highway section, in that it does not serve 
adjacent properties. This road will materially assist in diverting some of the 
traffic from El Cajon Boulevard to Camino del Rio Freeway, thereby eliminat- 
ing some of the traffic loads on Highway No. 80. 

Estimated cost : $1,125,000. 


11. Fairmont Avenue—Highland Avenue extension at Logan Avenue to Juniper 
Street 

This proposal is for the development of an entirely new road from Highland 
Avenue at Logan Avenue to a point on Fairmount Avenue, just northerly of 
Juniper Street. The present road connection between these two points is by 
a narrow 20-foot pavement on extremely poor alinement and grades. This 
road is necessary for communication between the densely pepulated areas of 
East San Diego and Normal Heights to the communities of National City, Chula 
Vista, and the industrial areas adjacent to those communities. This road would 
involve an overpass over the Chollas Parkway and an overpass over Home 
Avenue. 

Estimated cost : $700,000. 
12. Grand Avenue Pacific Highway to Cass Street 

Grand Avenue from Pacific Highway to the ocean front, offers the only oppor- 
tunity for development of an adequate arterial to serve the rapidly developing 
areas of Pacific Beach and South La Jolla. This street is dedicated 125 feet in 
width, and will not require widening in any part excepting the possibility of 
lands necessary to provide a segregation structure at Pacific Highway, which is 
listed as a needed development on Pacific Highway. The present arterial of 
Garnet Street-Balboa Avenue is only a temporary expedient until such time 
as funds are available to develop Grand Avenue. Garnet Street is rapidly 
developing with business structures, the major portion of its length, and is 
not usable as an arterial street. 

Estimated cost : $500,000. 


13. Hancock Street-Morena Boulevard-West Washington Street to Linda Vista 
Road 

This proposal is for the development of almost an entirely new routing through 
the Old San Diego area, to serve the Linda Vista area and Morena district north- 
erly of the San Diego River. Because of the poor alinement of the local streets 
in this district at the present time, practically all of the traffic is forced onto 
Highway No. 101, and with left-hand turning movements, causes considerable con- 
gestion on that highway. It will be necessary to acquire rights-of-way through 
a portion of this proposed project, and it will be necessary to construct segrega- 
tion structures at the crossing with Camino del Rio Freeway. This project will 
connect with the new Morena Boulevard Bridge crossing over the San Diego 
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River, and continue on through to the intersection of Morena Boulevard and 
Linda Vista Road. The development of this road would alleviate much of the 
congestion and confusion of local traffic intermingling with interurban traffic 
on Pacific Highway and Camino del Rio Freeway. 

Estimated Cost : $1,000,000. 
14. Ingraham Street-Turquoise Street-San Diego River to Mission Boulevard 

This existing street, starting at the Mission Bay project, traverses this recrea- 
tional area and through the subdivisions of Crown Point and Pacific Beach. The 
portion of the street in the developed area is essentially as it was originally 
developed in 1928, and is entirely inadequate to care for the present traffic de- 
mands on the street. It is proposed that this street be widened in parts and 
reconstructed to standard major street section to provide four moving lanes of 
traffic with a dividing strip. The development of this street is necessary, in 
that it is the main traffic route to the central portion of the city to the beach 
areas. Improvement of this street would materially reduce volume of traffic on 
Highway No. 101. 

Estimated cost : $1,100,000. 
15. Sunset Cliffs Boulevard-West Point Loma Boulevard to Pacific Highway 

This proposal for the development of Sunset Cliffs Boulevard would provide 
a connection between Pacific Highway northerly of the San Diego River to the 
Ocean Beach area and the proposed Wabaska Drive. This would provide a 
short cut to the Ocean Beach area, and would eliminate considerable traffic 
on Pacific Highway between its connection with Pacific Highway and Camino 
del Rio. 

Estimated cost : $1,100,000. 


16. Narragansett Avenue—Lowell Street, Rosecrans Street to Catalina Boulevard 

This proposal is for the widening of existing streets which are now overloaded, 
due to the rapid residential development in the southerly portion of the Ocean 
Beach area. This street will serve as a feeder street from the westerly terminus 
of Harbor Drive. 

Estimated cost: $100,000. 
17. Morena Boulevard—tLinda Vista Road to Balboa Avenue 

This proposal is for the development of Morena Boulevard from Linda Vista 
Road, which is the terminus of the improvement of Balboa Avenue to Pacific 
Highway, and connecting to principal streets in Pacific Beach. This project 
would serve as a feeder street for the residential area developing on the high- 
land areas easterly of the Mission Bay project. Several large developments 
are in progress in this vicinity at the present time, and will create a considerable 
load on Pacific Highway (U.S. No. 101) and create hazards at the intersection 
of Jellett Street, which now has a high accident record. The development of 
this road would be dependent upon residential developments in this vicinity 
which, at the present time, indicate the road should be developed in the very 
near future. In most instances, the necessary rights-of-way exist, or can be 
obtained at very little cost. 

Estimated cost: $1,000,000. 


18. Sixth Avenue Widening—U pas Street to University Avenue 

Sixth Avenue between Upas Street and University Avenue is very restricted, 
with an approximately 40-foot road on a 60-foot right-of-way. Sixth Avenue 
southerly from Upas is a 60-foot road on a 100-foot right-of-way. Traffic does 
congest in this short portion of Sixth Avenue. Setback lines have been established 
on this portion of Sixth Avenue and some of the rights-of-way have been ac- 
quired. The acquisition of rights-of-way for an adequate roadway in this short 
section of Sixth Avenue would assist in eliminating some of the traffic load on 
Cabrillo Freeway (U. S. No. 395). 

Estimated cost : $350,000. 
19. University Avenue Widening—Sizcth Avenue to Tenth Avenue 

This portion of University Avenue is inadequate in width and much narrower 
than portions of University Avenue to the east and west. Although some of 
the traffic congestion has been relieved by Washington Street, the traffic load 
and congestion is again building up on this street to the point where it is neces- 


sary to widen it. 
Estimated cost : $300,000. 
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20. Broadway underpass—Santa Fe Railroad tracks 

An underpass under the Santa Fe Railroad tracks at Broadway is necessary 
to — some of the congestion of traffic destined to and from Pacific Highway 
(U. S. No. 101). This project will also facilitate access to the Eleventh Naval 
District Headquarters, the municipal piers and the Navy pier. Although the 
proposed Date Street overpass northerly of this will relieve a major portion of 
congestion and confusion, the Broadway underpass under the railroad tracks 
is a necessity to serve the waterfront area in that vicinity. 

Estimated cost : $1,000,000. 


MONTHLY DATA ON RESIDENTIAL CONSTRUCTION IN THE CrTy OF SAN DrEGo, 
JANUARY 1950 To JANUARY 1951 


Total number of privately financed dwelling units authorized each month ; total 
1-family dwellings, including the number started in new subdivisions recorded 
since January 1, 1946 and the number started in older subdivisions; and the 
total number and type of multiple units, including converted units 
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ils celal 
: glelalelBlilgis j : 
ae 
fSleisiels E Bleia z 2| & 
Total units_._...._. $25 | 452 | 483 | 399 | 357 | 348 | 650 | 545 | 510) 627 | 662 | 750°)" 6, 126 
Multiple (all). ........... 86; 98 | 123 120/ 118| 75| 6) I41 77 | 80; 92) 100/| 277 | 1,170 
-family (all) ............ 239 | 354 | 360 | 279 | 239 | 273 | 500 | 404 | 433 | 547 | 570 | 650 | 281 | 4,956 
l-family in new subdivi- 
ey Sa ee 85 | 177 | 159 | 135 | 36 | 82 | 386 | 190 | 260 | 305 | 434) 523 | 113 | 2,862 
1-family in older subdivi- 
Eetetitedeeusibeds U4 | 177 | Wl | 144 | WB) 191 | 213 | 214 | 173 | 152 | 136 | 136 | 168 | 2,005 
MULTIPLE UNITS BY TYPE OF STRUCTURE 
Sees * 42; 3; 5&2; 3; 32; 2%} 36; SB; 32) 46) 4) S| 488 
3- to 4 family.__......_. 10 15 2 43 27 24 7 52 36 15 35 14 | 126 300 
ateinieiatane nde 1 “4 34 32 2a 12 “ ae eS 25 184 
Units with stores, and 
* apartments 
in new motels..........|____. 3 1 (eae ee 1 | Eel ae aoe ll 
Converted... B 23 “4 13 3% 13 x 16 a) 8 10 15 32 187 
record of its issued by the t. Because of differ- 
re wk oprah tet naps 


Source: Punging commission inspection 
} + ~ Ly tabulation, data shown above may differ slightly from 
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SECTIONAL TRENDS IN Home Bur_prne in San Dieco City, sy MONTHS, 
JANUARY 1950 TO JANUARY 1951 


Number of dwelling units authorized each month in various sections of the city 
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Total authorized dwelling units in various sections of the city; total 1-family 
units, including those started in new subdivisions recorded since Jan, 1, 1946 
and those in older subdivisions; total number of multiple units, including 
converted units 
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a » z — z z a 
_ 
Section of city ' and type 3 3 = 8i\s E E 3 
of unit 2 BI 5 rt > Z > g = Z = E g\g 
oe ee eee oe eee ee Zz Z| 8 
CENTRAL 

‘Total units__..... 56) 78| 82] 63| 55| S54) S54) 67) 51) 57 123 718 
Multiple.................| 37| 50 | 84] 30] 25| 23] 22/ 47| 22] 2| 28) 27/ 101 396 
re See ae 19} 2 | | 24) 30] 31; 32) Wl) wW] 28 323 
1-family in new subdivi- 

Ne ap ga he Aa 1 | ae ee 1 2 9 ees ee] 10 
1-family in older subdivi- 
BEE clone cade 19! 27| 27 | 24) 30] 30| 30) 2| 2} | | 24} 22) 38 
SSE —SS eS SS EE | SS ESE ES SS eee 
NORTHEAST 

Total units... _. _| 94 | 194 | 189 68 | 84 | 225 | 177 | 171 | 350 | 117 | 374 | 117 | 2,129 
Se a Sy 19| 10} 2] 12) 35| 19] 15] 15| 12] 12] 22) 18) 45) 213 
YI RE SRS Pe 75 | 184 | 165 | 65 | 33.) 65 | 210 | 162 | 159 | 347 | 95 | 356) 72) 1,916 
1-family in new subdivi- ’ 

aa Se eee Ga. "| 52} 152] 128} 38] 17] 43| 181 | 123 | 136 | 326 | 79) 337) 43 1,612 
i-family in older subdivi- 
ah IRTP 23 | 32] 37| 27| 16| 22| 2] 30) 23} 2} 16) 19) 2) 30 
= eo Oooo ooo SS OO J SS OOo OS OO 
SOUTHEAST ; 

Total units. _....... 22} 33 | 33| 89) 41] 36) 141 t:| 7@| 144] 129] 32] 55 | 696 
Multiple ? Pee hy ee cae a 1 1 ik 1 3 4 16 
PE. 5 nciedintichoimdl 22| 28 | 33| 80| 37} 35|140| 52] 73| 14/128) 20) SI 680 
1-family in new subdivi- 7 

s dnd He HT 68 | 3} 98) 6| 53 \....| 109) 18| 22) 357 

1-family in older subdivi- | 
on | og] a6} 33) a | 37] 32] 42} 46] 2] 4) 19) 11} 29) 323 
| SS eS OOS EOE | >= | >= =| SS |_ ——E=E_E———e ES | —— 

WEST COASTAL | | | | | 

| | | | | 
Total units. | 71! 56] 71] 87] 67) 84 | 155 | 128 | 109 | 119 | 211 | 80 | 74 | 1216 
|i pane | | A Eee ee sy 8 xs A Rese Tne site Mies 
Multiple. . 3 lee 34.0 «5B 12) 12] 30| 20; | 17] 20] 13| 19 
1-family . "| pa] 46] 62] 53) 62) 72| 143) | 89) 100 | 194 | 49 61 | 1022 
1-family in new subdivis- | | Mom f fr-+P 4 
ion | | 3] 17) 21) 13| 26) 97) 48) 45) 65) 164) 19) 21) 528 
1-family in older subdivi- 
sion. et “| 8 45| 32; 49/| 46) 46) 50) 44) 35) 30 30} 40) 494 
= — = —= —s— ————— SS |§ SS | — === |_ > | = SSE -— — —_— 

NORTH COASTAL | } | | 

Total units.........| 67 | | " ao} 103) 77 | 72} 10) 92] 73) 70} 104} 180 | 1007 
Multiple............-....] 13 | 21} 32| 35| 49| 20) 9 | 49 | 22| 21| 27| 42,114] 340 
I-family ... “| 54] 43] 64] 45) 54) 57) 62) 61) 7) 52) 43 62) 46 | 667 
i-family in new subdivi- | } j | | | 

pea 12 | 3/; 9 8| 6] 9 7 3 26 | 3 3/ 123 2 106 
1-family in older subdivi- | 
sion nesseesseuvea-} 42} 40 | 85| 37] 48] 48| 55) SA] 44) 40) 40) 40; 44| 561 
NORTH INLAND " ] pdt od Td | 
Total units |} 15| 2] 12 3| 23) 13| 13) WM) 13) 5 | g9| 135) 29| 360 
| - {\— —- — — ange — —— _ oS SE — 
Multiple ? oO: ewer a ‘|. ~ SS ee |. 4 4|.- 12 
I-family .-..---..-....-..| 18] 2] S| 3| 23) 13) 12) | 13] 5 | 85/135) 20) 348 
i-family in new subdivi- | 
ov wheaherisnt | 1] 4)--...J--.-}----} 2] 6 |-----}--=-- | 79} 132) 25) 240 
1-family in older subdivi- 
sion... Re OH TAT 9; 4; 3] 23 | 13 | 11 5 at 5 | 6 a4- 'S a9 
i | | 











! Sections include groups of districts and census tracts, as follows: Central, A-1 to C-15 and I-35 to N-65; 
northeast, D-16 to F-29; southeast, G-30 to H-34; west coastal, N-66 to Q- 75; north coastal, R-7@to T-83; 


north inland, U-84 to V-91. . 
? Single units entered as ‘“‘multiple”’ represent conversions or motel managers quarters. 
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BuILDING PERMIT VALUATIONS OF 1-FamMILyY DWELLINGS BY THOUSAND-DOLLAR 
CLASSES IN NEW AND OLDER SUBDIVISIONS OF SAN Dieco Crry ror THE YEAR 1950 
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Columns in this chart show the number of i-family dwellings in each thou- 
sand-dollar bracket of value as stated on building permits issued for the con- 
struction of dwellings in both older and newer subdivisions of the city. The 
total height of each column indicates the total number of dwellings in each 
thousand-dollar class. New subdivisions include all those recorded since Janu- 
ary 1, 1946. The chart shows, for example, more units falling between $6,000 
and $6,999 than in any other single class. The next highest class includes units 
in the $7,000 bracket. It should be noted, however, that these permit valuations 
do not accurately reflect true value, sales prices, or total costs of occupancy, 
since costs of land and other costs are not included in valuations shown on 
permits. 

Seurce: Building permits tabulated in the planning department. Detailed statistical 
data is provided in the accompanying table, “Distribution of values of 1-family dwellings 
in San Diego, 1950." 


DISTRIBUTION OF VALUES OF 1-FAMILY DWELLINGS IN SAN Dreceo Crry, 1950 


Building permit valuations of 1-family dwellings, by thousand-dollar classes, 
for dwellings authorized in new and older subdivisions of the city 


Permit valuations are based primarily on the size and type of dwellings. They 
do not accurately refiect total values in all cases because costs of land and other 
costs are not included in valuations stated on permits. New subdivisions include 
all those recorded since January 1, 1946. 
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Number of units and percent in each class Cumulative percentages 
Permit valuation Alli-family | Units in new Units in ald All1- | Units | Units 
(in thousands of dollars) dwelling units subdivisions subdivisions family |innew | in old 
. -— ‘ units | sub- sub- 
Units Percent, Units Percent Units | Percent division|division 
| 
City total!._____.___. 4,960 | 100.0| 2862) 100.0 2,098 | 100.0] 1000) 1000} 1000 
Median value ?...._.. | $7,120 }......-- $6, 850 |........ hk. ] Me Ee Hes i ets 
Se | 
Sie  sousosteatea aT o/ o | a1] 0] 581] © 12.0 
(| SUSTaRP Ian Ta | 3,990/ 80.6] 2,588/ 90.4/ 1,411| 67.2| 85.7/| on4 79.2 
7 Rea aRaRaRINEIRR 545) 11.0 232 8.1 313; 49| 967/ O85 94.1 
1c... 109 | 22 | #12) «675 | 86) O89} or] O77 
20 to 24.9.. 30 0 fi 2) | Li} @5| 9 98.9 
0 ESE Fs 26 5 2 a a4 1.1 100. 0 100.0 100.0 
hs Sciniedbtadicincenss 5 1 0 0 | 5 | 2 a 0 2 
OIE Lion acdendiians ft ae 4 0 o | a2! 10 5 0 1.3 
i. 3 aeeeeeneren Fe ies. 1.6 0 Si 3.8 21 0 5.1 
ty ROR ARSE | 145 29 0 0 145 69 5.1 0 12.0 
5to 5.9. “| gas} 179] 06733] 86 155; 7.4| 2.0; 26! 194 
6 to 6.9 | 123/ 29/ s2| 2S) 40/ 05) 47.8) 544) 389 
7 to 7.9 | ‘os | 184 550} 19.2) 365| 17.4| 663] 73.6 56.3 
8 to 8.9 _.| 885 11.2 272 95 | 23 13.5 | 77.5) 8.1 69.8 
9 to 9.9 | 8.2 210 7.3} 198 94) 85.7) 94 79.2 
10 to 10.9 | m7 5.0 17} 44) 12 5.7) 9.7) 949 84.9 
11 to 11.9. mei 2.3 | 21 52 25) 929) 97.0 87.4 
12 to 12.9. 1. | 1.9 2 1.0 66 | 3.1} 48! 97.9 90.6 
13 to 13.9. ane (ee —CUrRR Se 4; 23) 0) 3) 929 
14 to 14.9 i: = 7 8 t 27 13| 7! 85 4.1 
15 to 15.9 | 3 8 10 | 3 29 14| 97.5!) 9 95.5 
16 to 16.9 te ee 5 16 3) 16 8| 8.0) 9.2 %6.3 
17 to 17.9 a M4 a 3 | Ly i | 5) 83) 93 96.8 
SRN cenditninnducokio 19 o 8 3] il 5) 6) 99.6 97.3 
19 to 19.9... ll 2 3 4 5 4) 989] 7 97.7 
20 to 20.9 16 a 2 7 “4 7} 982) 8 98.4 
21 to 21.9 | 2} @® 1} @ | 1}; ® 9.2; 9.8 98.4 
22 to 22.9.- 4 1; @® | 3 1! 03) 9 98. 6 
BtoB.o._- 2| @ 0 0 2 1) 94/6 99! gaz 
24 to 24.9 6 “a 2 = 4 ‘2|} 99.5] 99.9 98.9 
Sein O00r a222ca.2.2.20.2. 26 5 2 | 1 4! 121] 100.0! 100.0!) 100.0 
ron} L | i 
' Corrected total. 


3 Median values show that permit valuations of ‘4 of all dwellings in each group were less than $7,120, 
$6,850, or $7,640, as noted. 
3 Less than 0.1 percent. 


TWENTY-ONE YEARS OF RESIDENTIAL CONSTRUCTION IN THE CrtTy OF San DiFeo, 
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Senet wis Privately financed units 
otal pul 
Year lic and a. 
private Total | 1-family | Multiple | Pereent 
3 mmnly MED multiple 
849 571 278 32.7 
694 512 182 26. 2 
317 235 82 25.9 
336 248 8s 26. 2 
m2 144 58 28.7 
863 fo 255 29.5 
1, 1, 762 1, 379 | 3x3 21.7 
1, 1, 982 1, 544 | 438 22.1 
2 2127 1 540 | 7 27.6 
L, 1, 955 1, 483 | 472 24.1 
3. 3, 052 2) 235 817 26.8 
s, 3, 900 2, 972 | 926 23.8 
6, 1, 651 1, 135 | 516 31.3 
6, 1, 959 956 1, 003 51.2 
1.4 1, 450 797 | 653 45.0 
3.3 1, 306 924 | 382 29. 2 
2, 2 498 1, 782 | 716 28.7 
3, 3, 740 2) 390 | 1, 350 | 36. 1 
4, 5: 4, 537 2. 813 1, 725 | 38.0 
3, 3, 487 2. 395 | 1 092 31.3 
6, 126 4, 956 | 1, 170 | 19. 1 
11, 087 | 8, 264 | 2, 823 25.5 
33,7 23, 354 10, 352 30.7 
eGR ..3.ci..... | 60,132] 15,339 | = 44,703 | 31, 618 13, 175 | 20.4 
| ' | 





Nortse.—Private multiple units include converted units. Public housing includes PHA, Navy, and 
Artec units. 


Sources: Public housing, official records; private housing. planning commission monthly records of 
building permits and inspection department annual reports 
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Tora, Existtnc Dwetiine Units In San Disco Crry as or January 1, 1951 


Number of privately owned and public housing units, by census tracts, districts, 
and sections of the city excluding military reservations 


[Based on 1950 census prelimina 
and Aztee public housing reco 
or moved since the census date] 


counts of total units in each census pe | PHA, ery) 


; and planning commission records of u 





ts complet 


TABLE 1. PRIVATE AND PUBLIC HOUSING, BY DISTRICTS AND SECTIONS 













































































































































































os aida Number of =~ dwelling 3 - mg 3 distri- 
Section an rict ts ul " type 
ot opamp 
Per- 
Total Pri- | Public | cent Pri- | Pub- 
Name Census tracts units | vately |housing| pub- |Total) vate | . lic 
owned lie 
in 
area 
rl ee ea ee ee 113, 593 | 98,373 | 15,220 | 13.4 |100.0 
Central 44.6 
BEB ....c20ccacneuas 23.0 
West and north ..... 32.4 
North central. ...............---- 17.2 
Mission Hills............---- 29 
DRRIMNEER. ciabacccvsicocscesce 5.5 
North Park 8 | 10.2|---..- 
Northeast “w82] aa | 
Normal Heights 9.5 | 11.0 |...... 
City Heights. ...--------.--. Sor ee... 
College Heights __ ¥-97-99.......... 5,473 | 5,473 |.......- 48| 56)... 
II a eccitiinncccsiccmseltegeninanadl | 5424) 4, 9 | 1,215 | 224) 48| 43) 80 
Encanto Hills...............| G-80t0 G-92......| 2.476 | 2,476 |........ |...-.-| 22| 28|...... 
Chollas Park _........ | H-33 to H-34. | 2948 | 1,733 | 1,215 | 41.2 | 26| 18) #0 
South central i | BUS Ae 21,273 | 20,508 | 770 | 3. 6 | 187 | 20.8 | 5.1 
Logan Heights. -. - sacndel _-.-.----| 6,077| 5,806/ 571| 94) 53} 56] 3.8 
South Park = iol nesters | 5163 | 4.964) 199) 3.9/ 45) 50) 13 
Golden Hill... _- -_| K-45 to K-82.----| 10,033 | 10,033 |........ | x8 | 102 na 
West central Dati oe 9.872 | 9,576, 26| 30| 87, 97| 1.9 
Downtown ..| L-82 to L-83__.. 910| 910 |... Fi ee 
Middletown | M-55 to M-62.__._| 7,195 | 7,195 |-- Stine: = 
Old Town 11) N-65..22.....-2] 1.767 | 1,471) 206 | 16.8) 16) 15) 19 
——|=—— = 
West coastal I. 15,968 | 10,222 | 5,746 | 36.0 | 14.1 | 10.4 | 37.7 
i... ___| N-66 to N-68 5,537 589 | 4,48 | 80.4 | 4.9 | 6 | 32.5 
Point Loma. 7") ©. PQ... 2} 0; 431)! (9, 633)) (798)! (7. 7)| @.2)) @.8)) G2) 
Lama Portal... - -..| 0-69 to 0-70. ~~~) gags | 2,823 | |.) 28) 29]..... 
La Playa..__-. -.| P-71 to P-72..._.. | 2,165 | 1.767| 398 | 184) 1.9) 18) 26 
Ocean Beach - --- | Q-73 to Q-75__.. 5,443 | 5,043 400; 7.3) 4.8) 51 2.6 
North coastal | | 14,377 | 12,310 | 2,067 | 14.4 | 12.7 | 12.5 | 13.6 
| | ; ——e ae | 
Mission Beach...........--- [yee 2,029 | 2,029 |... i oe | oe 
Pacific Beach... 8-77 to $80. 7610 | 5,74 | 1,816 | 23.9) 67/| 59/119 
La Jolla. - oa "| 'T-81 to T-83....--| 4,738 | 4,487) “251| 53 | 42) 46) 1.7 
North inland............. -uscviedeampnciueaiibietion | 6,479 | 1,487 | 5,022 | 77.5| 5.7 | 1.5 | 33.0 
Linda Vista...............-. | U-84 to U-90..... | 5,235; 213) 5,022/95.9| 46| .2| 33.0 
Eat , SS aes me FR | eeeeee here 1.1 5 Nee 
' | 








Percentage totals may not equal sun of individual items because of roundin= of 
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TABLE 2. PRIVATE AND PUBLIC HOUSING IN EACH CENSUS TRACT AS OF JAN 1, 1951 


[Unless otherwise noted, tract totals represent privately owned units only. 
public and private housing are signified as follows: AN oe a tract in which public housing predomi- 


nates; (f) inditatés 4 tract containing seme public 


Tracts containing both 

















TT 
ip oe | Per- || Private Per- 
Census tract Total cent | Census tract | Total and cent 
units publie public ] | units public | public 
units 1} units 
i} — —— | —_ -_ on > ounuen 
City.....-- 113, 598 = sa-|aneea--- || M-O8-..........----.| ~~) ee Ee 
NO, ncncsnd Tee SF A 4 aes eae .. 
Public. __._-___- | 15,220; 13.4 || M-58__ 709 |_- Ae 
| eee 1,286 |---|. ] M80 1,553 | ean 
tiie awaesalcsn< | RB feocee DE het rib inaneunrcad i) DS AS 
Public. ____:__ ee 104 8.3 || M-61_. 777 | 
BP... ..2--- 200 1, 984 | | si, [BPE SSnconerccncees (!) . 
— — peaeanees By ee 
| ea ‘ | 2 . ) 7 SA 
| Sareea Le —~-—qnnachornemens 8 | SenRRRReaeaEE 1, 767 aes 
i gihanaten ett oc cassinenlibaes 1} Private a _a 7 ;.... 
Rs ee wceccreeene- eo |----------]----2--. Public ee 296 16.8 
TU A pinaid amid : , 047 | N ss , 144 : mm eS 
C4... | 1, 260 | a | Private ou Site 
C-10 | 1,463 tiie oad || _ Public ol» St. SRS 
C-11 ad 976 | oe || N-67*_ 2,456 |... AAR 
C-12 | 1, 328 : : i} Private ---| 360 | mega 
C-13 1,391 | Public 2,096; 85.3 
C-14 1, 251 | N-68* og Se Cae. 
C-15. an 1, 277 | Private paula 217 
Ds. aie 1, 388 oer une : 1, 720 88.8 
weet -« 57 | am ey eta 
D-18. -| 1,i4] 0-70 - 1,775 
D-19...... ie 1, 182 | ap 3 1,014 
SEER 2, 157 | >~72 1,151 
EE adidas 2 SAR eae i] Private 753 
o> aanne | Lo 1. i o7 — 398 | 34.6 
23... , 385 ; | Q-7 1,977 are 
aan 1,715 |. Q-74t__- 1,322 “: 
E-25-- 1, 242 Private ___- 922 |--- 
E-26__. 1, 463 Public 400 | 30. : 
F-27_.. 2, 978 | Q-75 2,144 ; 
F-2 1, 520 NAS R-76 2, 029 
F-29 975 | |. 8-77t... 1, 240 
G-30__. 929 | Private. 976 
G-31.. 967 Public 264 21.3 
G-32 580 .. || 8-78* 1,370 |. ss 
H-33t___- | 1, 480 :, SO Private 245 |. 
Private ot eee | 1,125 | 82.1 
ublic 516 34.9 || S-79_._-- 2,719 ee) le 
H-34t ao | 1, 468 wt | S-80t._. 2, 281 a Asie 
Private 760 |. 2 Private 1,854 | 
Public 699 | 47.6 | Public 427 18.7 
ee teoeees 2 1, 295 Rib SL | T-81_._. 2, 292 : = 
1-36 {| Sea Ste || T-82 ev | eae Rerege 
1-37° GES Scs+<.~0 sn || T-83t 1, 025 Js vi 
Private | ae eck Private. 774 t 
Public. ........ 571 | 100.0) Public 251 24.5 
tls ea a () E es 1-84 (‘) ‘ . 
SS 1, 803 U-85° . 860 - 
TE cnt’, divine  , Sess ee Private _- 26 | 
Jt ‘ 1, 029 Public. 834 97.0 
Private 830° U-26* 1,344 
a nies 199 | 19.3 || Private._........| 0 | ; 
ee 1, 297 Public _. 1,344 100.0 
J-43 1, 371 U-87°* 693 
J-44 |) ae, Ee Private a js 
K-45 1, 402 Public 688 | 99.3 
K-46 1, 364 U-ss* 865 
K~47 1, 080 Private. 32 | 
* are SIE If or Publie 833 | 06.3 
K~49_. 1, 429 U-s9* Lecnahdl 914 
K-50__. 934 . a 150 oe 
a a 5 SSS NS oor Public 764 83.6 
K-52 2, 072 U-90" own 559 as . 
L-53_. 715 SE ae 
IRA 195 AS 559 100.0 
M-55 (1) V-91 1, 244 bincdat 
No civilian dwellings. 
&6267-—51—pt. 1 76 
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SMALL BUSINESS AND THE NATIONAL EMERGENCY 


RESIDENTIAL CONSTRUCTION IN SAN Dreco Crry, 1949 anp 1950 


Total number of privately financed housekeeping dwelling units authorized each 
year in all sections, districts, and census tracts of the city 

































































from 

Name Census tracts 1950 1949 1049 
Clty Catal, afl GaGa nnn 5 cow ncccesfancscccccccconcencegeees 6, 130 3, 487 2, 643 
COED. .. . ciccncuédapamiotnctidavdduustscbekbegumtptipessesescepecntigbesd 718 732 —l4 
TS RE a ET IE lS OR a See 2, 829 1, 232 1, 567 
re Ie BIN e ce epecenncnacancesccsobabbsasnpemtbabondescssbemapeneted 2, 583 1, 523 1, 060 
epee es th a 294 244 5D 
| ee SS ae 43 5D 7 
TE ARREST aeRO 89 49 40 
SE IE «ct suneu eiamemnenshinbaobuanimints GOs te O-06. ......-..- 162 145 17 
0 EEE a ae a a A a 2, 133 O54 1,179 

* 

SD... ... .cccnececncesmmgeaene D-16 to D-23......._.- 227 213 14 
City Heights _.._. sneutineseavocsdanminanas E-24 to E-26_. 130 92 38 
Col ESS i cciagdmentieiia F-27 to F-29........-. 1, 776 649 1,127 
aiidewe ccdccccocésccsnkesensucciggpenssaenbetaetabedebattbee 696 278 418 
Si a ccckcguethubusetoubnmetll G-30 to G-32__........ 354 198 156 
illlicnthniniete-nntbibocteeammomenaalelal H-33 to H-34_......... 342 80 262 
EE EEE Se eee Sa eee UR ee een 337 354 -17 
i, sabes ducbodemhane BOD BOR as .occess. 156 24 —48 
ERE As J-41 to J-44 _. 100 71 29 
ER AE TRS ees - - K-45 to K-52.__....... 81 79 2 
PR ls boss eeeccacteccdiccecécn Waseitentabdbedidhiesclinigttan 87 134 —47 
ER eae ay 1) , SES eae 30 —# 
SERRA i= dee M-55 to M-61__......- 75 Ro -4 
I ccnndeceucncedsnecdessebeaenmeeiines Peasacasbectncsavnd 12 15 -3 
We cde nandanecccncesccecandscateeadhudiiaiabiendieteendaads 1, 216 519 697 
II ini ondices puinenedepieiadhaninadenhaeaiamaas N-66 to N-68____. 13 13 0 
EIS PA 9th” © 0-69 to O-70__........ 468 163 305 
IN ccccsagoqnccenesnaneiibainnsdaan P-71 to P-72_........- 449 147 302 
WHR RN eS Q-73 to Q-75.........- 286 196 90 
Re Gin cc asensincncaressbecstvescneneeceebedteevubidseannskaeel 1,007 875 132 
ET CAS Pek 2s lia ttanditiiemecdetcona 66 41 25 
aS 2 ods lg 7 Dee 585 638 —53 
PE Picdeccudocenqeescttecseunicndummeniie T-81 to T-83_........-. 356 196 160 
ee fn ee) LE SE ee eS a 360 129 21 
ES RE SE aha TE U-#4 to U-90___....... 15 10 5 
BOER. coqeccceseccecncctececcussascnessanen| WP EEscseness civéinesee 345 119 226 
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| Annual totals ange | | Annual totals Change 
Census tract ery me — —————| fem 
| 1950 | | 1950 | 1949 | 190 

: 

§ A-1L... 17 | 14 | 8 6 
A-2 - 26 12 | 12 0 

{ i ahechensleralagietamendbte | + 10] | 615 -4 
ST 7 4 9 —5 
B-S...... 12 | 2 3 | -1 
ES 15 Saal 1 —1 
B-7._. 45 ial 30 —30 
0-8... 33 me See: EAS. 
0 ll | x eereren Sener 
C-10.. 18 | 8 | 1 | 7 
C-11... 15 | 2 | 22; -—20 
C-12... 38 | 7 10 -3 
a ee 30 | 11 | 9 2 
C-14__. 8 | 17 | 2| -12 
SRE NaF ry) 30 | 18 | 12 
D-16.. 25 | ane oh Pe Te 
D-17.. 9 | | } oo a 
NE: TR 13 | ae beowesnes 
ee 23 | | 12 | 15 | -3 
elie a aa 74 8 | 4 | 4 
SE | 15 | 3 3 0 
D-22 16 | 2 6 —4 
a el 52 | | 249 42 207 
E-24.. 27 | 219 121 ga 
£-25 51 116 78 38 
bil NE i RA 52 | 338 69 204 
RL EE 1, 316 149 101 39 
(ph 110 | 63 56 7 
F-20_. | 350 | 83 39 44 
te a a i ae 71 | | 66 41 25 
Snatuvattotcuemnecss 211 | 81 71 10 
aR 72 | 36 23 13 
ESTEE 98 | | 268 170 9s 
ek bakit stienenennibdhs 244 | | 200 374 —174 
Tl ine tat clinitndht deetaipswton 58 | isl 110 81 
1-36. 64 | 36 23 13 
1-37*. 129 63 
1-38°_. Ress Sate) | eR Pee! Dress) Sore 
1-39... “TPuy eet " 5 * Pete gees Gapeets 1 | -1 
| SREP OO |) = 8] 8 || U-O8"......-.-.-.-....--.].-------].------ aes 
ele 38 | * 2 | —2 
(at a INS 40 | 7 2) 5 
BN helen tundeh cit 13 | 8 5 | 3 
3-44... 9 RI: ence siy. er 
BL. ocotcden 24 | 345 119 | 226 
Be Oicetbddiectsdsidines 14 | 











census tracts marked with an asterisk. 


*No privately owned housing exists 
Source department. 


: Building permits tabulated 


Es 
g 
i 
A 











1194 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


RESIDENTIAL CONSTRUCTION IN SAN Dreco Cry, spy Sections, DISTRICTS, AND 
Census Tracts, Fesruary 1951 


Total number of privately financed housekeeping dwelling units, including con- 
versions, authorized in the current month by the inspection department, with 
comparative data for earlier periods; and the total-number of postwar. units 
authorized since Mar. 1, 1946 


TABLE 1. THE CITY 












































Number of dwelling units started 

Units 

Last 3 months Year to date—January-February — 

Type of dwelling aa i Total | Struc 

Change from 1950) postwar = 
Febru- | Janu- | Decem- 1951 1950 starts 28, 1951 
ary ary ber 
Units | Percent 

Total, all units | 744 558 759 1, 302 777 525 67.6 21, 409 3, 830 
1-Family dwellings. | 496] 281 777 | 503 | 184| 31.0) 14,881 | 2,803 
Multiple units............-. 248 277 100 525 184 341 185.3 6, 528 1, 036 
Percent I-family ine OE -| 67 50.4; 88) 97) 763] 35.0 60.5| 73.0 
Percent multip 33.3 49.6 13.2 40.3 23.7 65.0 30.5 27.0 




















! Units under construction reached an all-time e at the end of ay epee 2 f Planning de ment records 
show 3,839 units not reported as completed. Of this total, 149 are units which were started in 1948 or in prior 
years. These units may represent jobs abandoned, or completed but not reported. Even if these units are 
discounted, all available records indicate that more ‘than 3,609 units now are actively under construction and 
will be coming into the housing market when they are completed. 


Source: Building permits tabulated in the planning department. Because of differences 
in methods of tabulation, totals shown above may differ slightly from those reported by the 
inspection department. Multiple units include all units in structures contnda ng 2 or more 
dwelling units, units with stores, and converted units. 


New housing started in February amounted to 744 dwelling units, the second 
highest monthly total in San Diego’s history. This month's total has been 
exceeded only by the 759 units reported last December. 

An increase in one-family dwellings accounts for February's high total as 
compared with January. Dwellings in sew subdivisions represent a large pro- 
portion of the one-family units, as in previous record-breaking months, but 
multiple units account for a sizable share of the month's total, 

New multiple units, which comprise about 40 percent of all units started in 
the first 2 months of the year, reflect the response of private investors to the 
current shortage in rental housing. As shown in table 1, 525 multiple units 
in a total of 1,302 were started in January and February, as compared with 
184 similar units in the corresponding period last year. 

Major concentrations of these multiple units are noted in table 2, which shows 
that since the first of the year more new multiples have been started in the 
Pacific Beach area than in any other single district. Sectionally, the north 
coast leads all other parts of the city. In the city’s major areas, the west and 
north, combined, gained more multiple units than either the central or the 
eastern areas. 

The 5-year postwar total of all dwelling units authorized in all census tracts, 
districts, and sections of the city, since March 1, 1946, is shown in the accompany- 
ing tables under the heading “Postwar total.” Census tract totals in table 3 
spotlight those tracts which have shown the greatest postwar gain, and reveal 
those other tracts which have gained relatively few units in the entire 5-year 
period. 
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TABLE 2. SECTIONS AND DISTRICTS—TOTAL UNITS AUTHORIZED 



































Section and district Last 3 months, | Year to date—January, February 
|} total each bm te _.| Postwar 
month a | total 
ahaa BE Fy 1951 = Change 
~ | s Saainie’ from 1950 
as ih | Lh 2 “2 = oe i 
: Name Census tracts | § » | 8 |S8iBsies| & = 3 
- ; = |g |&e 33 |os = a E 2 2 
19 | /$5/35) 08/3/9318 |e 18 
| } 
oo SOS OS 
eae ag 
City total, all 744 | 558 | 750 | 777 | 525 (1,302 | 777 | 525 | 67.6 /21, 409 100.0 
units. |_—— | —- | —— | | |] — | ——_ | ——_ | ——__'— 
Central =a 49 123 | 55 | 37/135 | 172/134 | 38| 284) 3,699 | 17.3 
East _. nsinesi incetay 3 371 | 172 | 406 | 384 159 | 58 | 383 200 | 58.3 7,683 | 35.9 
West and north -.--|_- _| 324 | 263 | 298 | 356 | 231 | 587 | 300 | 287 | 95.7 |10,027 | 46.8 
SS S— ™_—_——— Se SS SS SS SS OO | 
North central , 14} 42) 26/| 14] 42 56 | 59) —3 |—5.0/ 1,423 | 6.6 
ee ee ane eee Se aS SS ee ae Rees Sars 
Mission Hills.....| A-1 to A-2 6| 5 | s| 6] 5| mm} 5] 6 | 188] 9 
Hillcrest | B-3 to B-7 | 2 20 10 | 3 19 22; 15) 7 462 2.2 
North Park .| C-8toC-15....| 6] 17] 8] 5] 18] 23] 39 |-16 773 | 3.6 
| = {| se | ae ——|——— S| S| SS | SS TS = 
Northeast _.......... ‘ noes | 341 | 117 | 374 | 307 | 151 458 | 288 | 170 | 59.0 | 5,679 | 26.5 
ee Bee See Ree = ae EE SS SS Rade Sr A 
Normal Heights..| D-16 to 23......| 23 | 36 | 20] 25] 34| 50| 36] 23/...../ 2,117] 52 
City Heights E-24 to 26. 15} 17] 6] 12] 2] 32] 22] 10 640 | 3.0 
College eights F-27 to 29 3038 64 | 348 | 270 97 | 367 | 230 137 3,922 | 18.3 
— == j=—== —S= |= = oS OSS OOS SOL SSE SSS 
EE ees 30 55 32 2 &5 55 30 | 54.5 | 2.004) 9 
Encanto Hills | G-30 to 32 | 15] 25 | 23} 34 | 6 40 | 36 4 1,268 | 5.9 
Chollas Park_....| H-33 to 4 15 30; 9] 48 2 45 19; 26) : 736 3.4 
| | | | | | 
South central... _- ne Sn | 23] 62 | 23 | 17! 68 | 85 | 65 | 20/| 30.8/ 1,721! 8.0 
| | — — ~ —_ — — -_ = — —- 
Logan Heights... | I-35 to I-40 | 9! 31] 13 4) 36) 40) 37 3 833 | 3.9 
South Park J-41 to J-44 | 9] 18 8| 12] 18] 2 7} 2 | 460} 2.1 
Golden Hill K-45 to K-52. | 5 13} 2 l 17] 8] 2 3 428 | 2.0 
West central..........|..... ve | ‘12 | 19 | 6 6| 25 1) 10 21 (210.0 555 | 2.6 
Downtown | L-53 to L-54 | | a | oi-..2 
Middletown M-55 to M-! 12; 14) 3 4/ 22 26 | 9 17 411; 1.9 
Old Town | N-65 a By 3 2 3 5 1} 4 114 | 5 
| | =z | = = - =. = = = {= 
West coastal ie 112] 74 59 | 132] 54 186) 125) 60 | 47.6 | 4,144) 19.4 
Midway. N-66 to N-68 2 1 2 ! 3/ 5|—2 79 4 
Loma Portal ..| 0-68 to 0-70 ye] 4; 9 24; 19 43 3} «65 1,338 | 6.2 
La Playa | P-71 to P-72 9| 35) 35) 77 7 84) 38) 46 1.079 | 5.0 
Ocean Beach Q-73 to Q-75 32) 28 16 | 29) 27 56 | 45 1! 1,648 | 7.7 
North coastal sje 106 | 169 | 108 | 92] 174 | 256 | 131 | 125 [103.1 | 5,080 | 23.7 
Mission Beach R-76 i4 y 3 5 18 23; 5 18 438 | 2.0 
Pacific Beach S-77 to S-80 63 | 114 6° 47 | 130 177 69 | 108 2,989 | 14.0 
La Jolla T-8! to T-383 29 37 | 33 40 26 66 | 57 u 1,653 | 7.7 
North inland. 4 106 “29 135 132 3 135 | 43 92 |2 4.0 ~ 803 8 
Linda Vista U-84 to U-90 ! 2 2 Si sa 
Morena v-9 106 | 29 | 134 132 3/ 135; 4! “4 764 3.6 





Source: Building permits tabulated in the planning department. 






































ogeagnESsEPeganaraageDURgAgeseGaRSAA | EE=ECE=cSARA-=a | UsRass | | STRUNSHERSUSRAREES 

B E AMEN SNS | mawoger \COrSogaraersoonr | ion om a no 20 ' ttt 1 tet leon oe ' ' eed iG SRRenrewmsen 
e/g 3 : PAE eae 
8 Pig Qe hte 
4 s wets eae | ttt ; 

3 g . z OP GO OD me mS OD ON et mt Dh me OD mH ON AD WD 09 OD we OO GE KO GY mM SOO Seer a aa | ' ' i 108 teaoag | 1 i 169 2222 K noes 
& = : we ie ee it ‘ = 
ae oe Piiihs ii 
< pat +t s 

F: Fa ; 28838 oe ee 

rs Z & g@ len ti ic fearon fete tS A OO MMM SNS OO S teeeae lope tee EE Et bE eee ft le tt | leogemamorgenm 

eB » | | + t ? Pees Gatgtredy dhe Pies 

< 3 i : pe eee eges 

Zz a Pee h sagt 

E é z g [meen —g_ne~ [AO MOFOANAM SNR RK OSMEOR : me Sie Pe rie ib i im egegeese iwggg | 
a) alg i Pitiiiitiip bib 3 

a 5 po a Sel eee ' 

a i |- 7 Cait ett ei iy 7 | 
& gle | fie ian || lan im nnenengegggenenecs om) hema Sim) mem! ||| im legegwezseerce | 

= i tii to that : 
Z £ Sasi eie Bere 

a ro) 1 PeSS tf Sane i od 
ee se ee see ee ee ee Pe a, ee ee ee Ee CCE LECCE, LOCC UCUTT LT TUT TTT TTrTSerrelat tT Uae ft 

=) 3 bees pea aeetaass BLeee Peete eee eee eee eee ea 

=) BBSSE TREE a BESS CZRSAEESREAecLEeEeeetas 
- Bante ee eecetaeeeecs RESEECeeE SS 
_ BS SRes SEG GPR ee eg Sere ee CR RP PASC SD eee ee PaaS Et bee e's s 
< PoP LOPertaL,petetieierh: Pri SESS ESREL AGERE See 

2 : Z BRCSECCCERCRER OEE CEREEE SC OeeeE eeeeroe See ee Lae Eee te 8 8 sf 

7] PERESSESSES EES EEE Peete t petites Pee e eee eee ees pet ee eee eee eee 

z PEE SPEER E HOPES ES a bed gE : SECC RECe eee eee Cee eee eee 
oO bas BES COR SARTRE R SCS eee Tea eae Seaeeee Se eSG aCe eee eee VSR Eee pe ee ete 

Es -SESEUSSLELESREER SE AAR OBESE RACERER GREER CRRBRERGEEERHERES: Sbidduscecuecer: 

- Saddederecas ANASRERR SS Becchwescsigs FF TFF SSUES TPT ET TSS SS SESECAK CEP ee ese 
= angesnaes a SScR T77TTT 7% rrrtt Fe -- RRR Ese 
= < <mmammmouoduooodAAAARAAa Seeee a ere ORS E TIFF Linge Cteeeeereees bbe yd bE 
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TABLE 3.—CENSUS TRACTS.—TOTAL UNITS AUTHORIZED—Continued 














Last 3 months Year to date e 

‘ost-war 
Census tract total 

u February | January | December 1951 1950 
 * - _aeechamennens-tiee 12 13 10 25 18 489 
RR lod opi) [UREA Oe EI eT SE OCI Recetas 3 
ESPEN? BER GING BRETT RE MPSS? GRC TER: Aeecaaee Ieee Eerie see 
ESN A A A CTA A maeeE 3 
ee ee wea | hd do ML od, hee Dales 1 14 
> 2 pasebseseecubeseonreecoasigssdecscosbueoeswcotledé ae ee: 1 19 
ACETIC Rene ir uaem es osc aan as ane | 0 RET ie iis a OS aren 764 























* No privately owned housing exists in census tracts marked with an asterisk. 
Source: Building permits tabulated in the planning department. 


CITY OF SAN DIEGO AND VICINITY 
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SC- 98 te 100 LA MESA \\ »))) } 
Y/ } . 
SC-110 te 113 CHULA VISTA \e . at we Muses 
SC-114 te 118 CORONADO \\ S\\/ 44 r= 
5 o 5 
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1198 SMALL BUSINESS AND THE NATIONAL -BMERGENCY 


THE RESPONSIBILITY OF THE FEDERAL GOVERNMENT IN TRANSITION From WaAB 
TO PEACE 


San Diego, Calif. 


Like a tropical hurricane the war effort swept over San Diego, tearing at its 
normal way of life, uprooting carefully laid plans, disrupting municipal services. 

The city’s circulation quickened, adrenalin flowed in its nervous system, 
citizens and officials made temporary repairs and reinforced its structure. 

Now the gale has subsided; the crisis past. Around us is the wreckage and 
debris that must be swept up. Temporary repairs must be removed and re- 
placed with those of a permanent nature. Weakened by the effort expended in 
standing up to the storm, this is not an easy task. We believe the Federal 
Government has an obligation to aid us in our work—to grant the financial 
assistance to return our city to normal. 

This brief report presents our case. 

Hariey BEB. Knox, 
Mayor. 
F. A. RHODES, 
City Manager. 
FEBRUARY 20, 1946. 
FINANCE 


Financing municipal services is a difficult task in San Diego for several 
reasons. 

The Federal Government owns 38 percent of the taxable land in San Diego 
county. ; 

Excluding Federal Public Housing Authority installations, not $1 of tax money 
is contributed by the Federal Government for the support and payment of serv- 
ices received by the employees of the Government. 

These employees require the same services and create the same problems as a 
like number of persons working for private industry which bears its share of 
the tax burden. 

Veterans like San Diego and settle here in large numbers. San Diego, like- 
wise, is fond of the veterans, but this friendship poses a knotty problem in mu- 
nicipal finance. In 1944 a total of 11,856 veterans secured exemptions aver- 
aging $720.35 on their real and personal property in the county of San Diego. 
The city of San Diego comprises 80 percent of the assessed value of the county. 

Veterans’ exemptions in 1946 averaged $717.08 and jumped to 15,967. This 
makes a total of $11,448,S08.01 in tax exempt property which amounts to 3% 
percent of the $327,971,815 of assessable property in the county. If the city’s 
share of this exempt property were taxed it would bring $196,000 into the city’s 
treasury this year. 

Add this 3% percent to the 38 percent of the land owned by the Federal Gov- 
ernment in the county and you begin to get the picture. 

The Federal Public Housing Authority projects in the city are assessed at 
$12,719,950. The city’s tax rate is applied to this figure and the Authority makes 
an “in lieu” tax payment. Last year this payment was $216,947. 

At first glance, it seems like a fair proposition. But, there is more to it than 
meets the eye. Most of the dwelling units are of temporary construction. Many 
are just trailers. The net result is that the assessed value per dwelling unit is 
far below that of standard construction. 

During the fiscal year 1944-45 San Diego supplied municipal services costing 
$851,780.04 to FPHA projects. The city received $216,947 from FPHA for these 
services. In addition, the city lost $188,646.94 in water sales revenue because the 
housing projects are served through master water meters instead of through 
individual building meters as in the case of privately owned housing. 

City expenditures have increased 82 percent from $5,758,467.01 in 1939-40 to 
$10,500,000 in the current fiscal year. In the same period assessed valuation of 
property has increased only 52 percent. The additional cost has been financed 
only through increased property taxes, water sales with 10 percent addition to 
rates, and levy of various types of special consumer and business taxes. A total 
of $14,283,000 in bonds has been sold since 1940. 

Urgently required community facilities to serve increased population will 
cost over $40,000,000 of which only $14,000,000 is now available in bond funds 
and miscellaneous.fund balances. In addition San Diego must meet the cost 
of joining the metropolitan water district, repay the FWA for $2,200,000 for 
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water lines built during the war, reimburse the Navy for the $15,000,000 aqueduct 
to connect with the metropolitan water system, and meet increased debt service 
requirements. 


EMPLOYMENT 


During the war San Diego was a heavy producer of war materials. In Sep- 
tember of 1944 manufacturing. employment reached a peak, of 50,000 persons. 
Today it has sagged to 13,600. 

Total employment of all types now amounts to 125,000. Twenty-five to thirty 
thousands are now unemployed. Of this number 17,500 are receiving unemploy- 
ment insurance. Veterans are returning every day seeking their old jobs or 
new ones. Many of the jobs they left were war-born and no longer exist. 

What will happen if persons receiving unemployment insurance are unable 
to find work before their insurance runs out? Local government cannot support 
great numbers of unemployed for an extended period. 

San Diego produced for the Nation during the war. Now, the Federal Gov- 
ernment should aid San Diego during the difficult transition to a normal exist- 
ence. 


WATER 


In 1940 the city of San Diego had a population of 203,341. The net safe yield 
of the city’s reservoirs was 26.6 million gallons per day. Water consumption 
Was 27.3 million gallons per day. 

Since 1940 the city has expended $3,275,000 in constructing San Vicente Reser- 
voir and $3,725,000 on transmission and distribution mains. Of this amount 
the Federal Works Agency supplied $2,200,000 which is being repaid by the city 
without interest. 

San Vicente Reservoir, after impounding 4 years’ runoff and with no water 
being withdrawn is only 16.2 percent full. A drought condition prevailed dur- 
ing the 7-year period from 1897 to 1904 when there was practically no runoff 
from the drainage areas now controlled by city reservoirs. If there was no ma- 
terial runoff during the remainder of this winter and next, the water now in 
storage will be practically exhausted by the fall of 1947. 

San Diego is overdrawing its water supply at the rate of 21.8 million gallons 
per day. 

How long can this go on? Certainly not until we run head-on into the old 
adage, “* * * dust to dust re-returneth.” 

Who is using all this water? Here's the answer: 


] 
| Million gallons| Percent of 
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Look carefully at the above figures. Notice the volume of water used by Fed- 
eral agencies. They are responsible for 82 percent of the overdraft of the system, 
17.89 out of 21.8 million gallons per day. 

There has been no decrease in the use of water since VJ-day. The following 
Navy institutions are ef a permanent character and will continue to use large 
quantities of water: Naval air station, naval hospital, naval training station, 
naval supply depot, repair base, and Marine Corps base. 

It is obvious that our water supply must be increased. 

What are we doing about it? San Diego, in developing and utilizing its water 
resources, has expended a total of $33,800,000 of which $7,800,000 were from 
budget funds and $26,000,000 from bond funds. Of the bond funds, $13,200,000 
have been paid off, leaving $12,800,000 outstanding. Recently, $6,000,000 addi- 
tional bonds were sold for the construction of the San Diego River pipelines, 
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ae plant, and regulating reservoir which will be installed during the next 
2 years. 

The 71-mile San Diego aqueduct is being constructed from the metropolitan 
water district’s aqueduct at San Jacinto to the city’s San Vicente Reservoir 
to bring in Colorado River water. 

The late President Franklin D. Roosevelt, after considering a report of a 
Committee consisting of William EB. Warne, Assistant Commissioner, Bureau of 
Reclamation, Chairman; Eugene Reybold, major general, Chief of Engineers, 
United States Army; Ben Moreell, vice admiral, Civil Engineer Corps, United 
States Navy, Bureau of Yards and Docks; Baird Snyder, Assistant Adminis- 
trator, Federal Works Agency; and Phil D. Swing, attorney,"San Diego County 
Water Authority, whieh report indieated the impending emergency affecting the 
city and the Federal installations using city water, instructed the Bureau of 
Reclamation to locate and design this aqueduct. The President directed the 
Navy to construct it with funds provided from the appropriations of the Navy, 
Army, and Federal Works Agency (S. Doc. No, 149, 78th Cong., 2d sess.). 

Due to the termination of the war and notwithstanding that contracts had 
been awarded for the major portion of aqueduct and construction work in 
progress, the Navy early in October 1945 insisted that the construction would 
not go forward unless the city agreed to reimburse the Navy for the cost of 
the aqueduct. 

To put it bluntly, the Federal Government backed out and San Diego is left 
holding the bucket. 

In order to prevent cancellation of contracts the city had to sign a contract 
to reimburse the Navy at the rate of $500,000 every year for 30 years on the 
basis of the estimated cost of $15,000,000. 

But an aqueduct without water is no better than a gun without ammunition, 
so San Diego reaches into that now empty pocket for funds to purchase a mem- 
bership in the metropolitan water district so that Colorado River water may be 
carried through the district's Colorado River aqueduct 218 miles to the San 
Diego aqueduct. This is equivalent to a raise in the tax rate of approximately 
$0.749 on each $100 of assessed valuation. 

To pay this cost by taxation is obviously an injustice because tax burdens 
are not equitably distributed in this area due to the large tax-free holdings of 
the Federal Government. 

Who is actually going to pay or attempt to pay this bill? The taxpayers of the 
city and the water users, though the Government owns property in the city 
valued as high as $300,000,000, it of course assumes no part of the tax burden. 

To make matters worse all the water the Government uses is purchased at an 
average rate of $0.113 per hundred cubic feet. The production cost of water 
based on the net safe yield is $0.205 per hundred cubic feet. 

Every gallon of water sold to the Government is sold at less than cost. 
This condition cannot continue without further jeopardizing San Diego's finan- 
cial structure. ’ 

To add insult to injury, Camp Lockett, now Mitchell Convalescent Hospital, 
was established by the Army near the city’s Morena Reservoir and commenced 
using water in December of 1941. Representatives of the Army were informed 
before the establishment of the camp as to the regular rates for the delivery of 
water which for the Government are the same whether inside or outside the 
city boundaries. After the camp began using water, representatives of the 
Army complained as to the cost of water ($.12 per hundred cubic feet and as a 
result the Army has refused to make any payments whatsoever since May 1942. 
They have continued to use water and the unpaid bill on January 1, 1946, has 
grown to $34,673.76. 


RECREATION 


The modern conception of life places as much emphasis on the value of proper 
recreation as on desirable working and living conditions. 

During the war San Diego had to do a lot of juggling to maintain the proper 
balance of leisure time activity for its citizens. Balboa Park, the city’s prime 
play area, was largely taken over by the Navy for hospital facilities. 

“In-lieu” taxes paid by the Federal Public Housing Authority were not 
sufficient to permit the city to maintain recreation facilities in the many hous- 
ing projects in this area. The Federal Government recognized this fact amd pro- 
vided the city with Lanham Act funds for establishing and operating recrea- 
tion centers in the projects. In addition, funds were granted for the construc- 
tion of five recreation buildings outside of the FPHA projects. 
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On December 31, 1945, however, Lanham Act aid was withdrawn. The occu- 
pants of the housing projects still need, and are entitled to, recreation facilities, 
just as any other group of citizens in the city. Although no provision was made 
in the city’s budget for this work, the city is endeavoring to carry it on in a 
reduced form, but still at an added cost to the city of $25,000 a year. The set-up 
is not satisfactory and merely complicates the problems already outlined under 
the finance section of this report. 

Another critical problem concerns four Navy housing projects of sizable pro- 
portions which have no recreation facilities or program of any kind. Yet these 
adults and children have the same needs and desires as the inhabitants of the 
city immediately outside of these housing areas. The condition fosters juvenile- 
delinquency problems that fall upon local government. The only solution is for 
the Navy to supply adequate recreation or pay the city to provide it for them. 

In 1940, tourist trade accounted for $20,000,000 of San Diego's $100,000,000 per 
year income. Part of the tourist attraction in San Diego is 1,400-acre Balboa 
Park, scene of two expositions. In order to support the city’s increased popu- 
lation, this phase of its income must be at least doubled. But it can’t as long as 
the Navy occupies all of the major buildings in Balboa Park. 


SEWAGE DISPOSAL 


Under the heading of “Water” the alarming increase in water consumption 
was described. A certain portion of the water used in any city finds its way into 
the sewer system. 

It naturally follows, then, that if water use exceeds all reasonable estimates, 
sewage problems also pop up. 

Here is San Diego's problem: In June of 1943 a sewage-treatment plant in- 
tended to serve an ultimate population of 260,000 persons was placed in opera- 
tion. Prognostications of the city’s future growth were carefully compiled. The 
1940 census listed 203,341 persons. The sewage-treatment plant was designed 
and constructed with theses figures in mind. By all reasonable estimates it 
should have been large enough to serve for many years without alteration. To 
build it larger than needed would have been economically unsound. 

Now what has happened? Conservative estimates place San Diego’s present 
population at 350,000. Instead of sewage peak loads of 25 million gallons per 
day they are now running as high as 45 million gallons per day. No sleight-of- 
hand or mirror tricks can be used to pass more sewage through the plant than 
it was designed to handle and still give proper treatment. The sewage is passing 
through all right, but the excess is dumped into San Diego Bay untreated. 

There is only one solution to the problem—enlarge the plant. 

Plans and specifications are now being prepared to increase the capacity to 
70 million gallons per day. 

The cost—$1,000,000. The city of San Diego will finance this construction. 

The rapid expansion of the city’s population also overburdened the sewage- 
collection system and required substantial outlays for construction of additional 
mains, laterals, and interceptors. In March of 1941 the people approved a $1,983,- 
000 bond issue for this work. However, before much of the work got under way, 
cost of construction had risen to the point where an additional $297,000 had 
to be transferred from other sources to make up the deficit. Before all of the 
sewers originally scheduled are constructed $500,000 will have to be found to pay 
for increased construction costs. 

This merely underscores again the precarious position of the city caught in 
the squeeze of an increasing population load and soaring prices. 

Another $500,000 must be spent to provide sewage facilities to new homes 
now under construction. 


HOUSING 


“Home is where you hang your hat,” has been said by many people in San 
Diego during the war. The statement indicates people are on the move. But 
when they say, “I have no place to hang my hat,” it indicates a problem and a 
serious one. That is the condition today and it has prevailed all during the war. 

Housing construction has not once caught up with the demand during this 
period. It is not catching up today. There are at present 2,175 families waiting 
for accommodations in Federal housing projects alone. 

Thousands of families are living in substandard dwellings, in trailers, in rooms 
without cooking facilities. Others are doubling up and living under crowded 
conditions. Veterans return every day seeking to set up housekeeping with 
their families they have been away from so long. 
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Thousands of persons are ready and willing to build new homes, but there is 
no lumber, no plumbing fixtures, no soil pipe. 

What is the city doing about it? In an unprecedented move the city adminis- 
tration is endeavoring to unwind the red tape hindering the rapid disposal of 
surplus Camp Callan constructed on city-owned land. Buildings at the camp 
contain 21 million board feet of lumber, enough to construct 2,500 small homes. 
These will to some extent alleviate the housing shortage. 

The magnitude of the problem: makes total solution by the city impossible. 
Federal aid in freeing and diverting building materials to this area must be pro- 
vided before complete relief will be obtained. 


EDUCATION 


War increase in enrollment 

The influx of defense war population to San Diego resulted in rapidly in- 
creasing school enrollments at all levels. Capacities of existing schools were ex- 
ceeded in the first months of the emergency period. New schools were built in 
housing projects and additions were made to existing schools. The total enroll- 
ment (including adult and vocational schools) Jumped from 39,479 in 1939—40 to 
48,320 in 1941-42 and now, 5 months after the war’s. close, is over 49,000. 

Startling as are these total figures, it is even more startling to realize that the 
major growth has been in full-time enrollment in day schools (grades 1 through 
12) and not in the vocational or adult programs. While the training of war 
workers inflated the enrollment figures in the first war years, steady increase of 
the regular day-school enrollment is the measure of the postwar problem of the 
San Diego schools. In 1939-40 there were 30,144 children enrolled in the regular 
day schools (grades 1 through 12) of the city. This enrollment climbed steadily 
through the war years to a total of 38,727 in October of 1945. -The final enroli- 
ment of the last war school year was just over 38,000, which figure has now in- 
creased to a current total of just over 40,000. 


Continued enrollment increases assured 

Rapid as have been the enrollment increases of the war years it is certain 
that the increase of the postwar years will be as or more rapid in San Diego. 
This enrollment growth will be of three types: 

1. There will be a sharp increase in the lower grades because of the increased 
birth rate. The new population which came to San Diego was a young popu- 
lation. Their children were young. In housing projects and other samples 
of in-migrant population, the children in the preschool group (under 5 years 
of age) is equal to or larger than the enrollment in the first six grades of 
elementary scheol. Currently, there are 4,900 children in the first grade, 2,850 
in the sixth grade, and 1,935 in the twelfth grade. In other words, without 
any new total population, the enrollment of San Diego's elementary schools 
(grades 1-6) will continue to increase at the rate of 2,000 per year and the total 
day schools (grades 1-12) will increase at the rate of 3,000 per year for 5 years. 
An elementary day-school enrollment increase of 15,000 from this cause alone 
can easily be predicted. 

2. Because of early marriage, entrance into work, and entrance into the armed 
services, the secondary-school enrollments have not increased in proportion to 
the total enrollment increase. In 1989-40, 13,745 of the 30,000 enrolled in the 
day schools were in the secondary grades (grades 7-12). In 1945-46, only 15,488 
of the 40,000 in the day schools were enrolled in grades 7 through 12. It may 
be expected that the holding power of these grades will increase in the years 
ahead until the 7-12 enrollment is only slightly less than the 1-6 enrollment. 

3. The failure of many to complete high school during the war will also 
cause an enrollment increase as many return for completion. Many veterans, 
both from San Diego and from other cities and sections of the country are 
entering for high school and particularly vocational courses at present. 

All of these factors indicate sharp and continuing enrollment increases in San 
Diego as a result of the war during at least the 5 years immediately ahead. 


Cost increase 

Costs of education have increased rapidly during the war period because of 
the rising costs of personnel and material. The average cost per unit of average 
daily attendance in the San Diego unified school district was $124.79 in 1939-40. 
This increased each year to $161.11 in the 1944-45 year. Because of current 
cost and salary increases this will be higher during 1946-47. 
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Financial problems 

The double increase of enrollment and cost made impossible the maintenance 
of a school program equal for all students without both drastic increases in tax 
rate and help from outside sources. In 1939 the tax rate for operation of the 
schools (exclusive of bond interest and redemption) was $1.263 per $100 of 
assessed valuation. This was raised to $1.5085 in 1939-40 and reached a high of 
$1.6923 for the current 1945-46 school year. In addition, State aid for ele- 
mentary schools has been increased 25 percent and the district received a small 
grant of Lanham Act funds for operation. It is obvious that the increase in 
assessed valuation plus in-lieu-of-tax payments made by the Federal Government 
has been inadequate to finance the double increase of enrollment and cost of 
operation. 


Capital problems 


In addition to the serious problem of financing current operation of the 
schools, the district is also faced with a desperate problem of capital expansion. 
These problems are of three kinds: 

1. The buildings in housing projects were for the enrollment at the time of 
construction. All are crowded now to the limit. Classes are oversize now. As 
the enrollments increase in these areas the buildings must be enlarged. A sub- 
stantial building program at sites now owned by the Federal Government should 
be carried on during the 6 months ahead to provide for the children who will 
enroll in September, 1946. 

2. Two groups of federally owned houses to be used for naval personnel for 
a period of 10 years after the war have never been provided with school build- 
ings. Funds from Lanham Act were appropriated for these buildings when the 
war ended and were canceled after VJ-day. As a result two regular district 
schools are on double session and hopelessly overcrowded. These are: 

(a) Ocean View Elementary School is housing children from projects num- 
bered FPHA Calif. 4038, Calif. 4037—-N, and 4038-N. Seven rooms with full 
auxiliary and service facilities are needed. 

(b) A new elementary school is desperately needed in the Crown Point area 
to relieve the Pacific Beach Elementary School. This school is on double session 
and hopelessly overcrowded by children from the Cyane naval project, the Los 
Altos project for war workers, and some 500 war-built FHA homes in the area. 
An immediate appropriation of approximately $250,000 is needed to house chil- 
dren from Navy housing projects on which not even in-lieu tax payments are 
being made. 

3. Prior to the war it was possible for the school district to spend from 
its current tax levy of $1.50 or less, an amount of approximately $500,000 for 
building improvements or expansion. Because of war shortages this had to 
be discontinued. The revenues previously devoted to this purpose were absorbed 
by the increased enrollment and increased costs. With a much higher tax rate 
than before the war the district does not now have funds for its building pro- 
gram. There is an accumulated need for construction in excess of $5,000,000. 
Unless some sort of capital aid is granted to care for the war-created problem 
of increased enrollment, the San Diego school district will not be able to provide 
housing for the increased enrollments. 


Problems of current operation 


With the tax rate at a near maximum and faced with a rapidly mounting 
enrollment without apparent general population or assessed-value increase, the 
officers of the San Diego district see no means by which they can raise enough 
money to support the program of education in San Diego by the legal means 
now in hand. The reason is fairly obvious. The wealth of San Diego has in- 
creased greatly during the war but much of it is federally owned and nontaxable. 
The families of men who man the great Federal installations here demand and 
receive their legal right for an education in the public schools of the city. A 
small return comes in the form of in-lieu taxes from the Lanham Act housing 
projects but it does not nearly pay the local share of the cost of education of 
the children in the projects. The Federal installations are here in the interests 
of national safety. San Diego citizens pay their share of the national taxes 
which support these institutions. They are now required to pay another na- 
tional tax to provide education for the children of workers in these institutions. 
To save the school district from outright bankruptcy and in the interest of simple 
equity, the Federal Government should at once take steps to permit payment 
of an in-lieu tax to the local school district on all Federal property in the 
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district which would be equal to the tax paid if those properties were in the 
nature of private industrial development. 


SAN DIEGO’S ASSISTANCE TO THE GOVERNMENT 


We wish to point out that San Diego is cognizant of the benefits the Govern- 
ment has bestowed over the years. 

But San Diego has been generous, too. In 1916 its citizens raised $260,000 
by popular subscription and purchased 135 acres of land for the naval-trainine 
station. In 1950 the people gave 95 acres of city land so that the station could 
expand. 

The Marine Corps base is constructed on 713 acres given by the city. The 
naval hospital occupies 71 acres of Balboa Park conveyed to the Government 
without cost. In 1941 the hospital took over 200 additional acres in the center 
of the park along with buildings containing 463,790 square feet of floor area. 
On the basis of $0.40 per square foot per year which is a reasonable rental for 
the type of buildings occupied, the rent on the buildings alone would amount to 
$185,516 a year. Four years’ use would total $742,064 but the city has made 
no charge for the buildings or the grounds. Until the latter part of 1945 the 
city even maintained the grounds at a yearly cost of $20,000. 

The Eleventh Naval District Headquarters cover 19.5 of choice water- 
front property; the naval repair base 232 acres; the Coast Guard 11.5 acres, 
all donated by the city. The Marine rifle range is established on 544 acres of 
land given by the city. Camp Callan is constructed on 800 acres of city land 
leased at $1 a year. 

Both of the city’s tile swimming pools have been used exclusively and rent-free 
by the Navy during the last 4 years. Aside from the enjoyment these pools 
provided for the general public they also brought in a substantial revenue each 
year. 

The city of San Diego has donated to the Government properties in excess of 
$15,000,000 over the past several years. In addition, the city has loaned valuable 
property and equipment, such as the hospital facilities and city mechanical 
equipment. The city’s principal storage garage at the corporation yard Was 
donated to the Government for use as a barracks for troops, during which time 
the city was forced to store its operating equipment outdoors. 

The city has also provided sites for all major war industries including Consol- 
idated-Vultee, Ryan, and Solar Aircraft Co. at very nominal ground rentals. 

In many cities, facilities such as these have to be purchased at costs running 
into millions of dollars. In San Diego the Federal Government has had but to 
ask and the favor or aid has been granted unstintingly. 

We do not begrudge these gifts. We merely request the Federal Government 
to help us solve problems resulting from the war effort. If we are called upon 
to solve them alone, then the city of San Diego and its citizens will be bearing a 
disproportionate share of the cost of the war. All will agree this would be an 
injustice. 


SUMMARY 


As indicated in the foregoing chapters, the city’s financial position is especially 
bad, due to the heavy drain of the war years and the fact that such a large 
percentage of the valuations in San Diego are Government-owned, from which 
no taxes are received. 

Unemployment is becoming a grim factor, and it is felt that the only solution 
to this problem is the provision of jobs which must be assisted by Government aid, 
either directly to the industry or to the city. 

The war has depleted the city’s water supply to a dangerous point, and the 
only solution to the problem is one which will ultimately be more costly than 
all the water-development work heretofore done by San Diego since its incep- 
tion. Government assistance in this matter will be absolutely necessary. 

The sewage-disposal problem is indicative of the city’s general condition in 
that a virtually new plant is carrying twice the load for which it was designed. 
improvement of the sewage facilities is at the top of the list for immediate work. 

The housing situation is reported to be worse in San Diego than in any other 
city in the United States, The solution will require Government cooperation 
and assistance for the procurement of materials. , 

The school situation is particularly acute and, as indicated, will become worse 
dne to a number of clearly defined factors. Federal assistance will be essential 
to maintain satisfactory school facilities. 
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The provision and direction of recreational facilities is a necessary function of 
local government and one in which Federal assistance will be necessary. Play 
facilities plus tourist equal jobs for San Diego. 

Since 1916 San Diego has been giving land and other facilities to the Govern- 
ment. These properties, valued in excess of $15,000,000, have been utilized by 
the Government to develop invaluable facilities for its use, but it does not return 
any aid to the city by way of taxes. In addition to these donations, the city has 
leased additional facilities of enormous value to the Government at very nominal 
costs, as for example, the Camp Callan area, comprising more than 800 acres of 
valuable land, is leased by the Army at a rental of $1 per year. 


FEDERAL ASSISTANCE NEEDED 


To meet the crisis which San Diego now faces, Federal assistance is needed 
as follows: 

1. Government assistance in financing water development necessitated by 
Federal installations. This will help to avert doubling industrial water rates 
which will be detrimental to business and industrial expansion in San Diego. 

2. Relief from the payments San Diego is now making to the Federal Works 
Agency, totaling $2,200,000, for work done during the war to meet emergencies 
created at that time. 

3. Support of the Army engineers’ report on Mission Bay development. This 
work will result in the creation of a large recreational area, will provide work 
for unemployed, and will assist small-business operations in establishing and 
maintaining themselves in San Diego. 

4. Federal assistance through the Public Roads Administration for the pro- 
posed low-level highway from San Diego to the Imperial Valley and eastward. 
This will result in increased shipping through San Diego, will benefit the port, 
and will lower food costs for the Navy and other Government institutions in 
San Diego. 

5. Rehabilitation of the buildings in Balboa Park used by the Navy as a naval 
hospital, and which provided thousands of beds at a lower cost per bed than 
any navy hospital established anywhere in the world. 

6. Construct schools where necessary to serve the children in Federal housing 
projects. 

7. Pay the Camp Lockett delinquent water bill which amounted to $34,673.76 
on January 1, 1946. 

8. Turn over to the city, rent-free for a period of 10 years, the Defense Plant 
Corporation plants not requisitioned by industry. These plants will then be used 
by the city to induce small business and industry to establish here and provide 
private employment. 


SAN DIEGO'S NEEDS 


Federal assistance is needed on the following: 

1. Government assistance in financing water development necessitated by 
heavy water use of Federal installations. 

2. Relief from the payments San Diego is now making to the Federa] Works 
Agency on money loaned to meet war emergency construction. 

3. Support of the Army engineers’ report on Mission Bay development. 

4. Federal assistance through the PRA for the proposed San Diego-Imperial 
Valley low-level highway. 

5. Rehabilitation of the buildings in Balboa Park used by the Navy as a hos- 
pital. 

6. Construct schools where necessary to serve the children in Federal housing 
projects. 

7. Pay the Camp Lockett delinquent water bill which amounted to $34,673.76 
on January 1, 1946. 

8. Turn over to the city, rent-free for a period of 10 years, the Defense Plant 
Corporation plants not requisitioned by industry. 
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